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[bookmark: _Toc179996688]Assignment 1: Report
[bookmark: _Toc179996689]1.0 Introduction
In the current cutthroat business landscapes wherein, businesses are focusing more on gaining a competitive edge over others, they tend to strategies and financial approaches which would help them to sustain in the markets, and boat their financial performance for the longer term. This study on Financial Management for the Hotel Industry will critically evaluate the financial management approaches of two prominent market players in the global hospitality sector, namely Shangri-la and Premier Inn. The study will assess and compare the total revenue of both firms and analyse their market positions, growth potentials, and financial commitments towards CSR. Relevant recommendations will be made concerning the gathered information.
[bookmark: _Toc179996690]2.0 Total Revenue: Comparative Evaluation of the growth potential of Shangri-La and Premier Inn
Premier Inn is a UK-based hotel chain owned and operated by Whitbread PLC. In 2023, Premier Inn recorded a total of £3 billion worth revenue. 
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Figure 1: Highlights of financial revenue generated by Premier Inn over time
(Source: Whitbread PLC, 2023)
From the above figure, the revenue trends of Premier Inn in the recent past can be analysed. As can be seen in the figure, Premier Inn has registered a dip in revenue between FY2020 and FY2022. The reduction in revenue between FY 2020 and FY 2022 can be attributed to the Covid-19 lockdowns across the UK. In comparison, the revenue registered by Premier Inn in Germany has consistently increased from FY2020 to FY 2023. Shangri-La, a Hong-Kong based hospitality company saw a 46.5% boost in its revenue in 2023 and registered $2.1 billion revenue in FY 2023. According to He (2024), the considerable increase in Shangri-La’s revenue is a result of the revocation of travel restrictions in mainland China and Hong Kong. 
The Hong-Kong-based hotel Shangri-La mainly generates its revenue mainly from its business and leisure travel activities. Shangri-La has developed a portfolio of 4 different hotel brands, namely, “Shangri-La, Traders Hotels, Kerry Hotels, and Hotel Jen”. Each of these brands attract different segments of customers. Moreover, Shangri-La has also invested in commercial properties, serviced apartments, restaurant bars, and wellness businesses that act as sources of revenue for the company as well. Contrarily, the sole source of Premier Inn’s revenue is its accommodation services. 
The consistent growth in Premier Inn’s revenue can be attributable to the loyalty of its customers to the brand. According to a report, Premier Inn’s brand awareness in the UK is as high as 93% (Knust, 2023). Furthermore, the report also stated that nearly 42% of all hotel customers in the UK are likely to choose Premier Inn during their travel. Another key factor that presumably contributes to the revenue growth of Premier Inn is its affordability. As of 2023, the average cost of a one-night stay in Premier Inn hotels is nearly £79.76 only whereas, the average cost of room rent is as high as £153.68 (Statista, 2024). Affordability is, therefore, one of the key factors driving the revenue growth of Premier Inn. Shangri-La, in contrast, charges $216.28 or £165.31 for a night stay (Shangri-La, 2024). Hence, Shangri-La is perceived as a luxury hotel brand and exhibits a much lower occupancy rate as compared to Premier Inn. For instance, the average occupancy rate of Shangri-La stood at 60% whereas that of Premier Inn was above 80% for FY 2023 (Statista, 2024). The comparatively low occupancy rate can be a potential obstacle to the growth potential of Shangri-La in the future. 
[bookmark: _Toc179996691]3.0 Market position: A comparative analysis of the market positions of Shangri-La and Premier Inn
In order to gain a comparative understanding of the market position of Shangri-la and Premier Inn, it becomes important to note the core business goals which set them aside from the other bands and pave the way for their business to create a unique market presence and position. As per Statista (2024) reports, it has been observed that Premier Inn is amongst the most popular hospitality brands as of the 2nd quarter of 2024, in the UK. The Statista report based its findings on the YouGov’s rating wherein Premier Inn received a staggering 78% of rating, making it the most popular brand in the UK [Refer to figure 2]. 
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Figure 2: Most popular hotel brand in the UK as of 2024 Q2
(Source: Statista, 2024)
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Figure 3: Popularity checker of Shangri-la hotels in the UK as of 2024
(Source: YouGov, 2024)
On the other hand, based on the YouGov reports, it has been found that Shangri-La has 22% popularity in the UK, with a fame rating of 41% [Refer to figure 3]. In order to gain a better comparison, figure 3 illustrates the overall popularity of hotel brands based on their fame and popularity in the UK, wherein it can be noted that Premier Inn is positioned as the first sport with a popularity of 72% and fame of 98% as of 2024, Q3. In comparison, Shangri-La Hotel is positioned in the 29th spot, with a fame of 41% and popularity of 22% [Refer to figure 4]
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Figure 4: Most popular hotel brands as of Q3, 2024
(Source: YouGov, 2024)
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Figure 5: Market share of Premier Inn
(Source: Whitbread, 2023)
In terms of the market share, Premier Inn has a total of 12% of the UK hospitality sector’s market share. This depicts that Premier Inn holds a 12% market share on the room supply basis in the UK (Whitbread, 2023) [Refer to figure 5]. Yet on the contrary side, Shangri-La has been making strides to curate a significant market share in the UK hospitality sector. Since Premier Inn has a stronghold in the nation, Shangri-La needs to focus on enhancing its product offerings which as a result would help the company to attract major attention to the customer base, and enhance its market share. In the aspect of customer demographics, both brands focus on attracting affluent customers to their brands and ensure that they can provide top-notch services to the guests and customers. 
[bookmark: _a3xz00o1rv6y][bookmark: _Toc179996692]4.0 Growth potential: Comparative evaluation of the growth potential of Shangri-La and Premier Inn
In order to understand the growth potential of the UK hospitality sector, it can be noted that the sector was employing around 1.8 million people as of 2019. The sector was comprised of around 143,000 businesses (including SMES to large firms) in the hotel and hospitality industry (Gov, 2023). The UK hospitality sector is anticipated to stall in 2024, yet the market potential is expected to rise in the coming years, since the market is rapidly evolving, and hotel brands are significantly emphasizing inculcating changes to sustain in the markets (PwC, 2023). With this respect, the expansion strategies of both firms are different to each other. It can be noted that the UK and Germany have remained the primary focus of Premier Inn's expansion plan. In 2016, Premier Inn opened its first hotel in Germany, located in Frankfurt then in 2019 in Hamburg and Munich (Premier Inn, 2023). As per the reports of Gill (2024), Premier Inn has planned to additionally integrate around 750 to 1,250 rooms in the UK and 400 rooms in Germany by 2025. This will help Premier Inn to optimise its products and service offerings to the customer segments. Furthermore, the brand has also aimed to add around 3,500 rooms under the Premier Inn network, wherein it will convert 112 underperforming restaurants. This plan is intended to be done before 2030, and this will do under the “accelerating growth plan” of Premier Inn (O’Neill, 2024). In comparison, the premium hotel chain Shangri-La, which is controlled by the Kuok Group, has travelled to over 22 countries, with a focus on Asia Pacific (Shangri-La Group, 2024). The Middle East, Europe, North America, Africa, and Oceania are just a few of the regions where Shangri-La has expanded, in contrast to Premier Inn. Premier Inn has decided to further expand its domestic market, whereas Shangri-La has adopted a more aggressive strategy for international expansion, according to a comparison of the two hotels' expansion plans (Shangri-La Group, 2024). However, the expansion and growth scope can experience numerous roadblocks. As the UK is experiencing a skilled staff shortage, rising inflation rates leading to the demands for wage hikes, and many others could potentially pose growth barriers for the business expansion of both firms.
[bookmark: _gm8axy1r8oqg][bookmark: _Toc179996693]5.0 Conducting a comparison between Shangri-La and Premier Inn regarding the financial commitment related to CSR
Ensuring social and economic commitments is beneficial for the hospitality sector to gain its brand value by focusing on improving its brand visibility. The management of Shangri-la focuses on creating enriching learning environments for about 200 children and emphasises preserving valuable habitats of species like panda and the golden monkey (Shangri-la, 2024). Analysing the financial statement of Shangri-la, it has been recognised that the revenue of this hospitality firm was USD1.006 billion for the last fiscal year. 3.2 million USD has been invested as a loan by Shangri-la to boost its community engagement and attain sustainable objectives (Shangri-la, 2024). ESG strategy has been launched by the management of Shangri-la to boost its sustainable growth with the support of 2030 sustainability-linked loan targets and they are focused on attaining their objectives by the end of 2030 (Shangri-la, 2024). USD 3.5 billion has been invested by Shangri-la in the fiscal year 2023 as a green loan to achieve sustainable milestones (Shangri-la, 2023). Therefore, utilising green loans enables Shangri-la to contribute to sustainable growth and it is further helpful for them in improving their brand reputation by delivering high-quality services. Accordingly, sustainable practices are utilised by Shangri-la to accomplish long-term growth by focusing on maximising their profitability and improving brand value.
[bookmark: _69r0f6w9v01q]Premier Inn, the UK-based biggest hotel brand owned by Whitbread focuses on providing high-quality services to targeted guests to improve their productivity. 70.9% of the palm oil is utilised by Premier Inn and they are focused on using this oil within their recipe by being certified with RSPO (Whitbread, 2024). The administration of Premier Inn focused on achieving a commitment of 100% cage-free status by the end of the fiscal year 2025 to use whole shells and fresh ingredients. The statutory revenue of Premier Inn was £2,960 million along with £561 million Adjusted profit before tax for the year 2022-23 (Whitbread, 2024). Premier Inn focused on attaining net zero carbon emission by the end of the year 2040 along with a commitment to delivering high-powered electric charging points 600 (Premier inn, 2021).  Additionally, solar panels in 20% of UK hotels are installed by Premier Inn to accomplish sustainable growth and it is further helpful for them in accomplishing sustainable growth. Premier Inn focused on working according to the Corporate Sustainability Reporting Directive (CSRD) to boost its growth by focusing on achieving sustainable growth while analysing current trends.    
[bookmark: _Toc179996694]6.0 Recommendation
Shifting pricing strategy: From the above discussion, it has been found that Shangri-La operates as a luxury hotel brand and charges premium prices from its customers. However, Shangri-La has experienced a low occupancy rate in the last financial year which might potentially disrupt its revenue generation. In order to deal with this, Shangri-La can consider shifting to a more demand-based pricing strategy. Under this strategy, Shangri-La can implement dynamic prices for its rooms depending on competition, market demands and so on. Adopting a dynamic pricing might help Shangri-La increase its occupancy rate and boost revenue generation. 
Collaborating with suppliers: Hotels can provide services internationally by working together with distributors and communicating properly with them to boost their productivity. Working effectively and monitoring the performance of a particular company with the motive to enhance the growth of a specific hotel is advantageous for the hospitality sector to gain access to various regions by understanding the preferences of concerned local customers.  Collaborating with local suppliers can help a business maximise productivity (Krishnan et al., 2021). Therefore, the management of a hotel chain can boost its brand value by working together with local suppliers while opening new hotels in different regions.
[bookmark: _Toc179996695]7.0 Conclusion
In conclusion, it was analysed that between FY2020-2022, Premier Inn's revenue decreased. The Covid-19 lockdowns over the UK were amongst the main reasons for the revenue decline, whereas, Shangri-La recorded $2.1 billion in revenue in FY 2023, a 46.5% increase over the previous year. The growth prospects of the UK, along with the market expansion aspects of Premier Inn and Shangri-La were analysed in the study. The position of the brands was noted, with Premier Inn holding the first position, whereas Shangri-La holding the 29th position in the UK’s most popular hotel brands. 
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