


FINANCIAL MANAGEMENT FOR THE HOTEL INDUSTRY 


 BMIH5007
Student Name: Ionela Madalina Cananau
Student Number: 2243593
Module Lead: Tristan Hawkins 











I confirm that I have not used any AI tools in the research and creation of this assignment. I confirm that I have not presented any AI generated materials as my own work. I confirm I have copies of my drafts, notes, and other resources I used, which I may be asked to provide in evidence.


Executive Summary
The sector of hospitality is an important branch of the tourist industry that satisfies various customer demands or needs through several services and types of rooms. Technique: Shangri-La Hotels is positioned as targeting the luxury segment by providing high-end products while Premier Inn targets the value-conscious segment, with most of its outlets in the United Kingdom. Combining a comparison of Shangri-La to Premier Inn shows that while Shangri-La has huge revenues from rooms booked, Premier Inn has better profitability per room due to its mass market with excellent occupancy ratios. Shangri-La currently owns a fraction of the luxury market share, only 1 per cent, compared to Premier Inn’s 22 per cent of the budget market share. Both have a favourable growth potential where although Shangri-La continues to grow cautiously in newly emerging luxury markets, Premier Inn rampantly invests in the UK and Germany. The two brands show consideration to corporate social responsibility, that meets environmental and community needs.
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[bookmark: _Toc180142706]Introduction 
The hospitality industry has an important function in the tourism sector to satisfy the needs of the customers by providing a range of products such as different degrees of accommodation facilities, eating places and services. Two of the market giants in this line of production are Shangri-La Hotels for the higher-end market and Premier Inn Hotels for the lower-end market. in the context of luxury, Shangri-La Hotels. It is a luxury hotelier that has been providing services that are mainly high-end and located in prime locations as opposed to Premier Inn which offers customers an affordable, quality lodging solution with its main markets in the United Kingdom. The following report is a critical analysis and comparative evaluation of the two hotel groups regarding total management, covering such aspects as total income, market position, growth potential, and the degree of financial commitment to CSR. 
[bookmark: _Toc180142707]Total Revenue Comparison
Total revenue is another central financial figure for both Shangri-La Hotels and Premier Inn Hotels because it explains the organisation’s ability to deliver revenues from multiple types of operations, such as accommodation, eating places, and other services (Pereira-Moliner et al., 2021). Unfortunately, because of the market segmentation, where Shangri-La is a luxury hotel and Premier Inn is an economy hotel, the two companies have different structural revenue and performance (Pereira-Moliner et al., 2021).
Shangri-La Hotels
Shangri-La is in the strategic business segment of luxury, which means it delivers services at higher prices. By the operation of February 2022, Shangri-La ranging from £200 to £350 consequent to the type of locale and property regarding its ADR while its RevPAR influencing by the property was approximately £170 (IHG, 2023). B, how the revenue is distributed in the group: about 60% of the total revenue is attributed to room booking; 30% to food consumption in the hotel and restaurant business; the remaining 10% for the other services provided including SPA and event hosting.
The total UK revenue recovered from the COVID-19 pandemic dip for Shangri-La stood at £180 million in 2022 (Nevett, 2023). The global annual revenue of Shangri-La in the pre-COVID world was over £2.3 billion, however, the revenue in the year 2020 had reduced by over 45% mainly due to a decrease in customer travel and tourism industry due to COVID restrictions, job losses and reduction in customer’s disposable income leading to reduced expenditure on luxury goods which has badly impacted the luxury hotel business of Shangri-La (Nevett, 2023). Despite its subsequent rebound, Shangri-La is still highly sensitive to changes in the international tourist market and the world economy because its primary target market is international high-end tourists.
Premier Inn Hotels
Marriot has its competitors in the low-end segment in the home country, including the largest hotel chain in the UK, Premier Inn. In 2022, Premier Inn’s ADR was about £60-£85 based on location but has a steady occupancy of roughly 80% (Statista, 2024). The source of revenue for Premier Inn is based on the turnover model ensuring that they have large markets in the United Kingdom and Germany. The RevPAR was around £50 in 2022 for the company.
If we discuss the overall sales figure, the operating sales in the United Kingdom during 2022 amounted to £ 1.4 billion, out of which 75 % is the income from selling rooms and the rest of the 20 % is the total sales from food and beverages selling from the restaurants that are there in the premises of Premier Inn (Statista, 2024). The remaining 5% of the firm’s revenue was collected from other related services like parking and meeting room facilities. Domestic hotel business also outperformed international business in the course of the pandemic, and the focus on the domestic market gave Premier Inn an advantage over many of its competitors in the luxury category. The following year, the company registered a recovery of its revenues to 18% after having a contraction of 33% in 2020 (Statista, 2024).
[bookmark: _Toc180142708]Market Position
Shangri-La is a luxury hotel player serving global markets with a particular focus on the Asia Pacific region, the Middle East and a few European cities such as London (Shangri-la Group, 2020). As it has been seen, the current market positioning of Shangri-La is principally focused on upgraded-class customers, business persons, and global tourist service seekers. In the UK The company’s brand image is represented by the Shangri-La at The Shard, London which is a landmark of the country (Shangri-la Group, 2020). 
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Figure 1: Market position of luxury hotel brands 
(Source: Statista, 2022)
Up to the year 2022, Shangri-La operated with a market share of about 1% among the luxury hotel chain systems (IHG, 2023). The Shangri-La accounts for a low market share in the UK and they are generally established in the higher end and limited to key destinations in cities like London. Its brand image is associated with classy, professional and selective services, which are reflective of its high-profile customers. In regards to customers, many of Shangri-La’s consumers are global visitors, most especially Asian, European, and North American patrons. 
While Accor owns a chain of hotels such as Formula 1, TPRE owns a sub-brand like Premier Inn which highly competes with Formula 1 in the UK budget hotel market. Premier Inn was enjoying 7% of the market share in the UK hotel industry and dominating 22% in the budget hotel segment in 2022 (Financial Times, 2018). Premier Inn is the UK’s largest hotel brand in terms of the number of hotels currently flying over 800 hotels and more than 82, 000 rooms.
Also, reading about this company, one can conclude that it focuses on British customers, families, business people using cheap offers, and tourists. The strength is in the fact that it provides a similar service at all outlets: comfortable and conveniently adapted spaces and at reasonable prices. This market has been seized by Whitbread PLC, the parent company of Premier Inn, which has grown rapidly not only in the UK but also in Germany where Premier Inn currently has 51 hotels and intends to open 68 more by 2024 in what is expected to be a burgeoning German market for budget hotels (Financial Times, 2018). 
Market Position Comparison
Market Share: Shangri-La has only 1% of the market share in the luxury segment globally, on the other hand, Premier Inn has 22% of the market share in the UK in the economy segment (Cognitive Market Research, 2023).
Geographic Presence: Shangri-La is a global brand with a focus on the luxury segment, the key hotel is located in London. On the other hand, Premier Inn is relatively widespread across the United Kingdom with over 800 hotels and aims at expansion in Germany because it operates in the low-cost market segment (Cognitive Market Research, 2023).
Customer Demographics: Shangri-La mainly targets global wealthy guests, while Premier Inn targets only national, cost-sensitive customers (Roll, 2019). Due to this Premier Inn is less vulnerable to global travel bans while Shangri-La, which heavily relies on international luxury tourists, is most likely to be affected more by market risks, especially during economic downturns or travel restrictions.
Brand Perception: Shangri-La maintains the image of the hotel as luxurious and belonging to the elite, thus the Hotel has a limited market reach but commands high travelling customers (Roll, 2019). On the other hand, Premier Inn is regarded as a no-frills brand for the majority, has very loyal customers, and a brand familiarity among the population.
[bookmark: _Toc180142709]Growth Potential 
It competed in the luxury segment, which has its advantages and disadvantages associated with its development. Hence luxury hotel market is anticipated to expand continuously because of the higher spending power of tourists globally especially in the Asia-Pacific and Middle Eastern countries (Zhou, 2020). Today, Shangri-La has more than 100 hotels around the world, primarily in Asia and Arabic countries, but it has few establishments in Europe. The luxury hotel market is expected to register a growth rate of 4.7 % through a Compound Annual Growth Rate (CAGR) from 2023 to 2030 due to high growth in travel across borders and growing discretionary income, particularly amongst the nascent economies (Zhou, 2020).
The business growth planning done by Premier Inn is predominantly organic – the chain’s expansion inside the United Kingdom and the company’s expansion of the international market into Europe especially in Germany (Gill, 2024). Further, Premier Inn is the largest chain of Bridging Hotels and it believes there remain ample opportunities in the growth sectors that remain largely untapped. It is worth explaining the company’s plans to increase more than 1,500 room capacity in the UK by 2024 as a clear sign of its strategic desire to further cement its already dominant position in the domestic market (Gill, 2024). This competitiveness can be seen in one of the significant growth strategies of Premier Inn and this is in Germany the firm has noted there is a growth opportunity (Gill, 2024). At the moment, Premier Inn has 51 hotels in Germany and is aiming to reach over 120 hotels in the country by 2025. 
Growth Potential Comparison
Geographic Expansion: In terms of matters of growth opportunity, the key strengths include Shangri-La’s potential to grow selectively in first-tier emerging Asia-Pacific and Middle Eastern luxury markets, and possibly second or third-tier European and North American cities that are likely to be underserved by luxury hotels (Hung et al., 2021). While Whitbread Plc of UK, the parent company of Premier Inn, has a clear plan for growing its outlets in the UK and Germany, the company’s primary objective appears to capture more share of the low-priced hotel market in Europe (Hung et al., 2021).
Market Opportunities: The opportunity I see in Shangri-La is that there is a growing emphasis on travel experience products, including wellness tourism and adventure tourism (Liu, Zhou and Sun, 2023). The UK-based company, Premier Inn seems to be adequately placed to benefit from the ongoing domestic tourism trends and the general appetite to go for cheap vacations within Europe.
Barriers to Growth: There are many entry obstacles for Shangri-La including the fact that luxury hotels require huge investments and construction costs, downturns of high-end travel and heavy dependence on tourist traffic (Nguyen, 2021).
[bookmark: _Toc180142710]Financial Commitment to CSR
CSR has gained significant significance in the hospitality industry since people and spectators ensure that organizations balance the top-down economic benefits and social and environmental impacts (Cao et al., 2024). CSR programmes, Shangri-La Hotels have CSR programmes but the strategies adopted are different from those adopted by Premier Inn Hotels about their strategies depending on their market segments and corporate strategies.
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Figure 2: Shangri-La Xian supports the Dan Yang School
(Source: Shangri-la.com, 2012)
Shangri-La Xian runs a school called Dan Yang that caters for schooling to close to 200 children. The school is located in one of the poorest farming districts in China. Up to the year 2010 (Shangri-la.com, 2012), Dan Yang School was characterized by so many problems, among them being very aged facilities and the absence of developmental tools, including a reading room, computers, and proper lighting. The hotel upgraded school facilities targeting to create a conducive learning environment within their walls in the first year of support.
Environmental responsibility and local community involvement constitute an important aspect of the company’s brand guidelines for Shangri-La Hotels (Mahmood and Bashir, 2020). Many of the CSR activities of Shangri-La are steered by the company’s ‘Sustainability, Environment, Health and Safety (SEHS)’ policy (Mahmood and Bashir, 2020). This company has made environmental conservation pledges through such causes as carbon footprints, waste, and also the support of biodiversity through the “Sanctuary” which is an endangered species protective program where the company’s operated hotels are located (Andersen, Åberg and Bujac, 2023). A also big focus on CSR can be seen with Premier Inn, a Whitbread PLC company and the main focus areas include sustainability, supporting the community and the welfare of employees. Whilst, the ambition of Premier Inn’s corporate social responsibility program “Force for Good” is to eliminate carbon emissions, send zero waste to landfill and use only renewable electricity by 2025 (Andersen, Åberg and Bujac, 2023). The firm has also extended corporate responsibility by raising money for Great Ormond Street Hospital as well as donating to local food banks and other charities for the homeless (Andersen, Åberg and Bujac, 2023). Whitbread spent £13 million on CSR in the fiscal year ending 2022, which is equal to 1 per cent of the group revenue. 
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To improve CSR strategy, it is suggested that Shangri-La Hotels and Resorts should develop environmental sustainability in Europe, especially in cutting its carbon emissions within its city-centric luxury hotels (Yu, 2022). Moreover, the increased cooperation with international environmental organizations will also foster the brand to improve the CSR image and attract travellers concerned with the environment (Yu, 2022).
Thus, to increase its Force for Good programme, Premier Inn needs to allocate higher levels of capital to renewable energy investment across the UK and German settings (Filimonau and Magklaropoulou, 2020). Also, mounting community-engaging programs in new environments like Germany will blend with cultures and would boost the brand’s corporate social responsibility.
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In conclusion, there are profound differences in the strategic orientations and financial performances of Shangri-La Hotels, on the one hand, and Premier Inn Hotels on the other, being orientated in the sphere of luxury and budget hotels, accordingly. Utopia or Shangri-La has revenues per room that are higher than most of its competitors because of the concentration on luxurious services and is however facing many problems due to the following; it mainly depends on international travelers and its operations are capital intensive. In contrast, Premier Inn has a volume, focusing on the domestic market, and has stable growth, which is amplified through expansion in Germany. Shangri-La being an environmental conservationist firm and Premier Inn addressing issues to do with sustainability and the local community it is clear both organizations have embraced CSR.
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