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[bookmark: _Toc165507656]Introduction 
For gaining success and sustainability of the hospitality business, financial management in the hotel industry is paramount. Effective financial management practices are needed to ensure profitability, optimize resources and meet the changing customer demands, given the unique challenges and opportunities in the hospitality industry. This report focuses on an analysis of total revenue, market position, growth potential and financial commitment to corporate social responsibility of both companies. A comparison between the two companies will be shown to assess the financial health of the companies and one recommendation for each company will be illustrated here. 
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Figure 1: Consolidated Income Statement of Shangri-La Hotels (Shangri-La Hotels, 2022).
[image: ]Total revenue of Shangri-La Hotels for the fiscal year 2021-2022 of Shangri-La Hotels was USD 1,462,145,000 and for the fiscal year 2020-2021 was USD 1,241,049,000 was which shows an increase in revenue in 2022 compared to 2021 (Shangri-La Hotels, 2022). The main revenue sources of the hotel group are hotel properties such as rooms, food and beverage and ancillary services, hotel management services, property development for sale and other business (Shangri-La Hotels, 2022). The revenue and segment information as depicted in the following figure indicates that revenue from the rooms in 2021 was USD 452,407,000 and in 2022 was USD 622,975,000 (Shangri-La Hotels, 2022). So, revenue from the rooms segment increased sharply in 2022 compared to 2021.

Figure 2: Revenue and segment information of Shangri-La Hotels (Shangri-La Hotels, 2022).
Again, revenue from most of the hotel properties in China, Singapore, Malaysia and other countries have seen an increase in 2022 compared to that of 2021. Therefore, it can be said that revenue of 2022 for Shangri-La Hotels has seen an increase which has led to a decrease in total loss after tax in 2022 which as USD 187,452,000 (Shangri-La Hotels, 2022). 
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Figure 3: Segment profit or loss information Shangri-La Hotels (Shangri-La Hotels, 2022).
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Figure 4: Consolidated Income Statement of Travelodge Hotels (Travelodge Hotels, 2022).

Total revenue of Travelodge Hotels for the fiscal year 2021-2022 was £910.8m and for the fiscal year 2020-2021 was £566.7m which shows an increase in revenue in 2022 compared to 2021 (Travelodge Hotels, 2022). The main revenue sources of the hotel group are accommodation related sales, food and beverage sales and other business. The revenue and segment information as depicted in the following figure indicates that revenue from accommodation services in 2021 was £857.8m and in 2022 was £533.7m (Travelodge Hotels, 2022). So, revenue from the accommodation services segment increased sharply in 2022 compared to 2021.
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Figure 5: Revenue and segment information of Travelodge Hotels (Travelodge Hotels, 2022).
Again, revenue from most of the hotel properties in both UK and International operations have seen an increase in 2022 compared to that of 2021, such as revenue in UK was £896.0m in 2022 and £560.5m in 2021 (Travelodge Hotels, 2022). Therefore, it can be said that revenue of 2022 for Shangri-La Hotels has seen an increase which has led to a decrease in total loss after tax in 2022 which as £0.7m only compared to that of in 2021 which was £106.0m (Travelodge Hotels, 2022). 
[bookmark: _Toc165507660]Comment
Comparing the analysis of total revenue of Shangri-La Hotels and Travelodge Hotels, it can be concluded that both hotel companies demonstrate a rising trend in terms of revenue and after-tax profit. Most of their profits can also be attributed to their accommodation and room services. Their rising revenue trend is due to the recovery of the hotel businesses in 2022 from the effects of covid-19 pandemic. 
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Figure 6: Key financial highlights of Shangri-La Hotels (CompaniesMarketCap.com, 2024).
Shangri-La Hotels is currently valued at USD 2.51 billion which is ranked 3745 by market capitalization value globally (CompaniesMarketCap.com, 2024). The hotel has its origin in Hong Kong and engaged in hotel operations. In its history, the market capitalization value has been very much volatile as evidenced by market cap value of USD 2.94 billion in 2022, USD 2.46 billion in 2023 and USD 2.51 billion in 2024 (CompaniesMarketCap.com, 2024). 
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Figure 7: Market capitalization history of Shangri-La Hotels from 2004-2024 (CompaniesMarketCap.com, 2024).
[image: ]The largest number of the customers of the hotel are mainly from the age group of 25–34-year-olds (Similarweb.com, 2024). The customers are composed of 49.41% male and 50.59% females, implying both males and females tend to have more or less similar interest in the hotel visits (Similarweb.com, 2024). The brand perception of Shangri-La Hotels is based on its luxurious services, premium accommodations and world class amenities (Leung and Wong, 2020). It is also recognized wisely because it has incorporated Asian hospitality values and cultures into its brand identity (Pang, 2020). 

Figure 8: Age and gender composition of customers of Shangri-La Hotels (Similarweb.com, 2024).
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In 2024, Travelodge Hotels is ranked at 11457 globally in the Accommodation and Hotels category (Leung and Wong, 2020). However, the hotel is ranked at number 5 in the UK (Leung and Wong, 2020). It is also one of the top ten fastest growing private hotel groups in the UK. 
The largest number of the customers of the hotel are mainly from the age group of 25–34-year-olds (Similarweb.com, 2024). The customers are composed of 51.86% male and 48.14% females, implying males have more interest in hotel visits to Travelodge more than the females (Similarweb.com, 2024). The brand perception of Shangri-La Hotels is based on its budget friendly accommodation services, affordable room rates and basic amenities. It also enjoys a strong brand recognition in the country as well as globally. In terms of brand awareness, the hotel scores 91% in the UK (Kunst, 2023). Though 90% of the customers know the brand, 30% of use them (Kunst, 2023). Issues such as poor customer services, cleanliness, maintenance etc. is causing the company to lag behind premium and luxurious hotels in the UK. 
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Figure 9: Brand profile of Travelodge Hotels (Kunst, 2023).
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Figure 10: Age and gender composition of customers of Travelodge Hotels (Similarweb.com, 2024).
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The comparison conducted above reveals that Shangri-La Hotels has an established brand image and brand perception around the world and strongly positioned in Asia and the U.S. It is a luxurious hotel brand providing premium services to the customers. Whereas, Travelodge Hotels is a growing hotel group that has a strong brand presence in the UK only, it will take more time for the company to establish a global presence. It is its budget friendly accommodation provider and is attractive to the cost-conscious customers in the UK (Lawson, 2018). 
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The historical expansion of Shangri-La Hotels indicates that it has a growth strategy focused on key gateway cities and emerging markets. It expands based on its personalized service offerings, luxury hospitality services and unique cultural experiences. Its expansion strategies include but not limited to development of new properties, renovation and repositioning of existing hotels etc. (Leung and Wong, 2020). The market demand for luxury travel experiences among affluent travellers are increasing day by day. Global luxury hotel market size was valued at approximately USD 95.11 billion in 2021 and is estimated to grow by 2028 to approximately USD 160.48 billion at CAGR of 4.95% (Facts and Factors, 2022). The market opportunities existing in China, India, Southeast Asia and Middle East are yet to be explored to their full potential, where rising affluence and increasing outbound travel are creating opportunities for high-end hotel companies. The potential barriers to their growth opportunities includes but not limited to economic uncertainties (e.g., tension between India and China), geopolitical risks and regulatory complexities (Page and Connell, 2020. The increasing competition in the global luxury hotel market is also a factor of concern for the hospitality company. 
[image: At 4.95% CAGR, Luxury Hotel Market Size to Hit $160.48 Bn by 2028]
Figure 11: Global Luxury hotel market (Facts and Factors, 2022).
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The historical expansion of Travelodge Hotels indicates that it has a growth strategy focused on budget friendly customer demand in the regional and international markets. It expands based on its affordable and convenient lodging options for its customers. Its expansion strategies include but not limited to development of new properties, renovation and repositioning of existing hotels etc. The group operates hotels with a standardized room cleaning process and it is making investments in automation as well (Giousmpasoglou and Hua, 2020). In 2022, after an extensive market research, it has launched its new design that transformed the look and feel of the hotels, bar cafes and rooms. 
[image: Budget Hotels Market Size, Share, Trends | Forecast 2032]
Figure 12: Budget Hotels market by type (Facts and Factors, 2022).
The market demand for Budget travel experiences among most travellers are increasing day by day. The market of budget hotels was the largest in 2022 and is expected to grow in the future also (Facts and Factors, 2022). The company has opportunities to capitalize on growing demand for budget accommodations, both in the UK’s domestic hotel market. More opportunities are found in the urban centres and secondary underserved accommodation areas in the UK. It also has the potential to serve emerging markets like India, Bangladesh, Nepal etc. However, the potential barriers to its growth opportunities include but not limited to market saturation, fluctuations in consumer spending and regulatory complexities (Page and Connell, 2020. The increasing competition in highly competitive urban markets when other hotel and lodging options are available is also a factor of concern for the hospitality company. 
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Both the companies have growth potential in different geographic segments with each facing unique barriers to growth while adopting growth opportunities. 
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Shangri-La Hotels has significant financial investments in its CSR activities. The CSR activities of the hotel groups include reducing carbon emission intensity, energy intensity, water intensity and single use plastic intensity to reduce its impact on environment, reduce employee work injury rate to reduce its impact on people and engaging in volunteer activities to reduce its impact on community. Total investments of Shangri-La Hotels in 2022 amounted to USD 1,724,867,000 which also included investments in above mention CSR initiatives (Shangri-La Hotels, 2022). 
[bookmark: _Toc165507671]Travelodge Hotels
Travelodge Hotels has developed a sustainability growth plan called ‘better future’ in which the company has aimed to make itself better for its key stakeholders. Its sustainability plan is based on three pillars – inclusive, caring and conscious (Travelodge Hotels, 2022). At Travelodge Hotels, sustainability is a term that is used to address other terms such as ESG (Environment, Social & Governance), CSR (Corporate Social Responsibility), CR (Corporate Responsibility) and governance. Its CSR initiatives include carbon emission reduction, energy management, water management, recycling, responsible sourcing and supply chain etc. (Travelodge Hotels, 2022). It has reduced carbon emissions to date eduction to date of c.301 million tons through significant financial investments in activities such as solar & wind projects. The company aspired to transition to heat hot pumps instead of use of gas, cost of which is estimated to be £70m to £80m. Capital expenditure in 2023 is expected to be around £90m along with investments in health and safety, energy and efficiency (Travelodge Hotels, 2022). 
[bookmark: _Toc165507672]Comment 
Since the Shangri-La Hotels group has a wider geographical presence, its financial commitment to initiatives of corporate social responsibility is larger than that of Travelodge Hotels. However, Travelodge Hotels is making significant progress in terms of achieving the CSR targets. 
[bookmark: _Toc165507673]Recommendations
For Shangri-La Hotels: As discussed earlier, the company has potential to grow in the growing markets of China, India and South east Asia. The market in Hong Kong and U.S seems quite saturated for the company at the moment. The author recommends to capitalize on these growth opportunities. This will require the company to conduct a thorough market research so that favourable economic conditions can be identified when tourism activity and demand for accommodations in those areas increases (Lawson, 2018). 
For Travelodge Hotels: The company has issues with its guest experience which was mentioned previously in the report. The author recommends to prioritize gust experiences and loyalty of the customers. The importance is also supported by the fact that only 27% of the people who know Travelodge uses its hotels for accommodation (Page and Connell, 2020). To enhance guest experience, the company should undertake quality assurance programs, staff training and incorporate guest feedback systems. It can also implement technology solutions to increase maintenance and cleanliness quality at its hotels. 


[bookmark: _Toc165507674]Conclusion 
This report presented an analysis of total revenue, market position, growth potential and financial commitment to corporate social responsibility of Shangri-La Hotels and Travelodge Hotels. A comparison between the two companies as shown to assess the financial health of the companies and one recommendation for each company will be illustrated here. It seems that though both companies operate in the hospitality industry, their markets are different in terms of customer income and geographical spread. Recommendations for both the companies based on the analysis are also provided in the final section of the report. 
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2022 2021
Profit/(Loss) Profit/(Loss)
Revenue after tax Revenue after tax
(Note b) (Note a) (Note b) (Note a)
Hotel properties
The People’s Republic of China
Hong Kong 156.7 (35.5) 1373 (47.9)
Mainland China 4295 (145.0) 588.1 (82.0)
Singapore 197.4 186 104.2 (10.8)
Malaysia 77.1 (33) 259 (12.9)
The Philippines 79.6 (7.3) 26.1 (27.0)
Japan 327 (4.0) 308 0.9)
Thailand 334 1.9 104 (5.6)
France 50.8 (1.6) 237 (5.8)
Australia 76.9 (12) 373 (13.0)
United Kingdom 559 (10.2) 383 (1.9)
Mongolia 135 4.7) 6.1 (2.5)
Sri Lanka 203 6.9) 123 (21.0)
Other countries 38.1 08 89 (15.0)
1,261.9 (198.4) 1,049.4 (246.3)
Hotel management and related services 165.6 (5.7) 148.0 (18.5)
Sub-total hotel operation 14275 (204.1) 1,197 4 (264.8)
Investment properties
Mainland China 27.7 167.8 255 1724
Singapore 121 87 93 74
Malaysia 47 09 50 1.0
Mongolia 27.1 45 239 9.2
Sri Lanka 122 (23) 1.0 (13.4)
Other countries 159 24 19.1 4.0
99.7 182.0 93.8 180.6
Property development for sale 149 310 216 142
Other business 6.9 (2.8) 48 (1.3)
Total 1,549.0 6.1 13176 (71.3)
Less: Hotel management - Inter-segment revenue (86.9) (76.6)
Total external revenue 1,462.1 1,2410
Corporate finance costs (net) (1307) (117.6)
Land cost amortisation and project expenses (34) (4.0)
Corporate expenses (18.7) (14.5)
Exchange (losses)/gains of corporate
investment holding companies (14.9) 14.2
Loss before non-operating items (161.6) (193.2)
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2022 2021
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Underlying underlying Total Underlying underlying Total
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3.4 (13.4) (10.0) 4.2 - 4.2
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4 DISAGGREGATED REVENUE DISCLOSURES

2022 2021
UK International Total UK International Total
£m £m £m £m £m £m
Revenue(® 896.0 14.8 910.8 560.5 6.2 566.7
Operating profit/(loss)@ 259.0 4.6 263.6 145.7 (0.7) 145.0
tI;r):)g)t/(losS) before (1.8) 1.3 (0.5) (98.9) (3.3) (102.2)
(1) UK Revenue includes £0.9m (2021: £6.9m) of non-underlying revenue relating to the release of expired vouchers issued in
relation to cancelled stays during periods of lockdown.
(2) UK Operating profit/(loss) includes a £(24.3)m loss (2021: £30.2m profit) on non-underlying items.
(3) UK profit/(loss) before tax includes a £(27.6)m loss (2021: £30.2m profit) on non-underlying items.
2022 2021
£m £m
Revenue from accommodation related sales® 857.8 533.7
Revenue from food and beverage sales 49.7 24.8
Other Revenue @ 2.3 1.3
Underlying Revenue 909.9 559.8
Release of expired vouchers issued in relation to cancelled
N - 0.9 6.9
stays during periods of lockdown
Total Revenue 910.8 566.7
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December

2022 2021
Note UsD'000 UsD'000
Revenue 5 1,462,145 1,241,049
Cost of sales 29 (775,627) (696,527)
Gross profit 686,518 544,522
Other gains/(losses) - net 30 108,913 (3,435)
Marketing costs 29 (64,947) (57,415)
Administrative expenses 29 (195,389) (193,424)
Other operating expenses 29 (539,378) (644,244)
Operating loss (4,283) (353,996)
Finance costs - net 33 (360,932) (212,594)
Share of profit of associates 34 190,772 209,644
Loss before income tax (174,443) (356,946)
Income tax (expense)/credit 35 (13,009) 12,527
Loss for the year (187,452) (344,419)
Loss attributable to:
Owners of the Company (158,519) (290,575)
Non-controlling interests (28,933) (53,844)
(187,452) (344,419)
Loss per share for loss attributable to the owners of the
Company during the year
(expressed in US cents per share)
- basic 36 ( (8.13)
- diluted 36 4.44) 8.13)
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2022 2021
usD'000 usbD'000
Revenue

Hotel properties
Revenue from rooms 622,975 452,407
Food and beverage sales 559,903 509,663
Rendering of ancillary services 79,143 87,244
Hotel management and related services 78,680 71,470
Property development for sale 14,865 21,607
Other business 6,878 4816
Revenue from contracts with customers 1,362,444 1,147,207
Investment properties 99,701 93,842
Total consolidated revenue 1,462,145 1,241,049





