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1. Introduction
The hospitality industry includes many hotels that serve different types of customers. Shangri-La Hotels and Premier Inn Hotels are examples of luxury and budget hotels. Shangri-La is a luxury hotel group based in Hong Kong, with over 100 hotels in Asia, Europe, North America, and China. It offers five-star services and has 213 modern rooms and long-stay apartments. Shangri-La focuses on keeping customers happy, developing its staff, and being environmentally friendly (Abdullah, 2015).
Premier Inn is a UK budget hotel brand owned by Whitbread, with over 800 hotels and 72,000 rooms. It serves budget travellers, families, and businesses, and offers rooms with en-suite bathrooms, internet, and restaurants. Premier Inn makes up 70% of Whitbread’s earnings (Ghandour et al., 2015). While Premier Inn mainly serves UK budget travellers, Shangri-La aims for luxury customers worldwide.
This report looks at their financial management, including total revenue, market position, growth potential, and commitment to social responsibility. It will also review how well they manage costs and revenue through cost-volume-profit analysis and budgeting.
2. Total Revenue: Sources, Trends, and Drivers
[bookmark: _Toc179988737]2.1 Shangri-La Hotels
Shangri-La Hotels makes most of its money from room bookings, selling food and drinks, and luxury services like spas and leisure activities. The hotel group has more than 100 hotels around the world, especially in Asia, including places like China, Hong Kong, and Singapore (Kee et al., 2020). Their income depends a lot on providing a luxury experience, which includes fine dining, conference services, and wellness activities.
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Description automatically generated with medium confidence]Figure 1: Shangri La Hotel PCL's Revenue from year 2015-2023 (Finbox, 2024)

According to Finbox (2024), Shangri-La Hotel’s income has gone up and down over the last five years, averaging 1.391 billion. The highest income was 2.55 billion in 2019, but the pandemic caused it to drop to 355.9 million in 2021, the lowest in five years. Despite these challenges, Shangri-La bounced back, increasing income by 237.5 million in 2022 and by 82% in 2023, reaching 2.186 billion. This shows the hotel’s ability to recover after the pandemic.

Shangri-La is expensive because of its luxury services, skilled staff, and top locations. Luxury hotels need well-trained staff, so labour costs are a big part of the expenses. Shangri-La’s high operating costs make it hard to cut costs without lowering quality, which means the hotel has less flexibility in controlling expenses (Alhemeiri et al.).

2.1.1. Cost-Volume-Profit Analysis of Shangri-La:
Fixed Costs: These are high because Shangri-La has expensive locations (like property maintenance, staff pay, and utilities). High fixed costs make it harder to make a profit, as the hotel needs more guests to break even, so low occupancy rates can hurt their profits (Mat et al., 2019).
Variable Costs: These are costs that change depending on the number of guests, like room supplies, food, and cleaning. As more guests stay, profits increase because these costs are manageable, and the hotel earns more as occupancy goes up.
Marginal Costing: Shangri-La’s high prices cover the variable costs with a big margin, which helps cover fixed costs. During busy times, the large margin makes it easier to make a profit.
2.2 Premier Inn Hotels
Premier Inn is a budget hotel that mainly makes money from guests booking rooms. It does not depend much on other services like restaurants and conference rooms (Ghandour et al., 2015).






Figure 2: Revenue of Premier Inn Hotel in £ (Million) of Year 2020-2023 (Whitebread, 2023)



















According to a report by Whitbread (2023), Shangri-La is expensive because of its luxury services, skilled staff, and prime locations. Luxury hotels need trained workers, so labour costs are a big part of their expenses. Shangri-La’s high operating costs make it hard to cut costs without lowering quality.

Premier Inn uses a cost-effective business model, focusing on getting as many guests as possible by offering affordable prices, as noted by Whitbread. Despite the pandemic, Premier Inn quickly bounced back in 2021 because more people wanted budget hotels for domestic travel. The chain’s ability to keep costs low while having high occupancy rates shows it is very efficient (Bas & Sivaprasad, 2022). This is different from Shangri-La, whose income is more affected by changes in the global economy.

2.2.1. Cost-Volume-Profit Analysis of Premier Inn:

Fixed Costs: Premier Inn has lower fixed costs than Shangri-La because it operates as a budget hotel.

Variable Costs: Variable costs, like cleaning and basic supplies, are kept low to minimise expenses.

Marginal Costing: Marginal costing shows that Premier Inn focuses on having many guests and controlling costs, with revenue depending on keeping rooms occupied.

In comparison, even though Premier Inn recovered steadily, Shangri-La had a bigger drop in revenue during the pandemic but then saw a larger increase in 2023. Both hotel chains showed they could bounce back, but Shangri-La’s recovery in percentage terms was more significant, showing a strong comeback in 2023.
[bookmark: _Toc179988741]3. Market Positioning
[bookmark: _Toc179988742]3.1 Shangri-La Hotels
Shangri-La Hotels targets rich customers who want luxury. It is well-known in China and Southeast Asia. The hotel is popular because of its luxury, exclusivity, and great service, attracting wealthy people, business travellers, and tourists (Yang, 2013). However, Abdullah (2015) said that Shangri-La competes with Hilton Hotels and Marriott International in the luxury market. These hotels challenge Shangri-La with better service and strong marketing for the same rich customers.

[image: A graph of different colored lines

Description automatically generated]
Figure 3: Top 10 Brand Values Over Time in Hotel Industry (B. V. Finance, 2024)
The graph shows the brand values of hotel chains from 2016 to 2024. Shangri-La’s market position is steady but not as strong as Hilton, Holiday Inn, and Marriott. Its brand value has changed between $2 billion and $3 billion USD over the years. Although it is not the most valuable brand, Shangri-La has a steady presence in the luxury hotel market. Shangri-La keeps its market position by focusing on high-quality, unique, and personalised service for customers, unlike Holiday Inn.

Chen (2019) said that Shangri-La might compete with boutique hotels and luxury brands that offer special, high-quality experiences. Even so, Shangri-La’s unique services keep customers coming back (Bauer, 2017). However, Ahmad (2024) found that rising costs and higher prices from suppliers might make the hotel raise its rates, leading to more competition. This changing market means the brand needs good negotiation skills to stay competitive. Shangri-La’s market share is smaller than other global luxury brands, but it is still important in its key areas.

Research by Chen and Chon (2016) showed that Shangri-La’s customers are mainly upper-middle-class and wealthy travellers, businesspeople, and tourists from rich countries. The brand has a strong presence in Asia, which helps it benefit from the growing tourism industry in the region (Kee et al., 2020).

3.2 Premier Inn Hotels
Premier Inn, part of Whitbread PLC, is a leader in budget hotels in the UK. It serves a wide range of customers, including local travellers, business workers, and tourists looking for affordable options (Buttle et al., 2016). According to George (2021a), Premier Inn positions itself as a trustworthy and budget-friendly choice for travellers. The hotel targets professionals aged 25 to 55 with incomes of £30,000 or more, appealing to both business and leisure travellers who want convenience and good prices. The hotels are in cities, suburbs, and countryside areas, making them easy to reach for many different types of tourists.
Premier Inn focuses on clean and comfortable rooms at low prices, located near important travel routes. This makes it desirable to travellers who want to save money (Buttle et al., 2016). George (2021b) also noted that Premier Inn’s strong customer service and consistent quality set it apart from competitors like Holiday Inn and Hilton. Premier Inn has a strong brand, shown by its high Brand Strength Index (BSI) score of 88.7, which is better than its competitors. The hotel mainly targets middle-income travellers, families, and businesspeople looking for affordable places to stay. Premier Inn is growing in Germany and plans to expand into more European markets, which shows it has good potential for growth as budget travel becomes more popular.

4. Growth Potential
4.1 Shangri-La Hotels
Shangri-La is focused on growing in luxury markets and improving its online presence. The brand has invested a lot in digital changes to make booking and interacting with customers online better. The luxury market is very competitive and can change quickly due to the economy, which could slow down Shangri-La’s growth (Llamas & Belk, 2011).

According to a report by Mingtiandi (2023), in 2023, Shangri-La Hotels tripled its earnings before interest, taxes, depreciation, and amortisation (EBITDA) to $522.2 million and increased its revenue by 46.5% to $2.1 billion. After three years of losses, the group made a net profit of $184.1 million, showing a positive change. Travel restrictions were lifted in China and Hong Kong, leading to an increase in occupancy from 42% to 64% and a 69% rise in revenue per available room (RevPAR) to $108. Shangri-La’s growth after the pandemic looks promising because of its recovery, cost savings, and higher profits.

However, Shangri-La faces potential challenges to growth, such as high operating costs, tough competition from other luxury brands, and risks like global economic downturns and travel restrictions. The company’s dependence on important markets like China and Southeast Asia also makes it vulnerable to political and economic issues in these areas (Kee et al., 2020).

4.2 Premier Inn Hotels
Premier Inn has a lot of potential for growth, especially in Europe. The company’s move into Germany has been welcomed, and it plans to keep expanding in Europe. According to a report by Y. Finance (2024), Premier Inn aims to increase its UK hotel rooms by 25% by mid-2029, reaching a total of 125,000 rooms. In 2024, it reported a 36% rise in pre-tax profit to £561 million, a 10% increase in revenue per room, and a record return of 15.5% on capital in the UK. Expanding in Germany offers long-term growth. As customers become more careful about spending due to economic uncertainty, budget hotels are likely to remain in demand. Premier Inn can take advantage of this situation because of its efficient operations and strong brand recognition.

Barriers to Premier Inn’s growth include more competition from other budget hotel chains and the possibility of the UK market becoming too crowded. However, the company’s focus on growing internationally helps protect it from these risks.

5. Financial Commitment to CSR
5.1 Shangri-La Hotels
Shangri-La spends a lot of money on corporate social responsibility (CSR), focusing on being sustainable and helping communities. The company has a plan called “Sustainability, Social Responsibility, and Governance” (SSRG) that shows how it does responsible business. This includes caring for the environment, reducing carbon footprints, and helping local communities. Shangri-La invests in energy-saving technologies, waste management, and renewable energy projects.

One important program is called “Embrace,” which aims to improve the lives of poor communities near Shangri-La hotels. The company uses a big part of its revenue for these CSR activities, but it can be hard to find detailed financial information about these investments because it is privately owned.

SUSTAINIBILITY PRACTICES STATEMNETS
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Figure 5: Data of Water suitability practices by Shangri-La Hotels (HOTEL, 2023)
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Figure 6: Data of waste management in Shangri-la hotel (HOTEL, 2023)

5.2 Premier Inn Hotels
Premier Inn has also invested a lot in corporate social responsibility (CSR), especially in helping the environment. Its parent company, Whitbread PLC, has started many projects to be more sustainable. These projects include building energy-efficient buildings, reducing waste, and saving water. Premier Inn is part of Whitbread’s larger plan called “Force for Good,” which shows its commitment to helping the environment, being socially responsible, and following good practices (George, 2021b).

According to Premier Inn, they have set big goals to reduce their carbon footprint, including a promise to reach net-zero carbon emissions by 2040. Whitbread uses some of its revenue for these projects, and Premier Inn benefits from these efforts. Premier Inn’s commitment to CSR is part of its overall business plan, making sure that sustainability is an important part of its long-term strategy.


6. Financial Management Strategies
6.1 Budgeting and Cost Control
Both Shangri-La and Premier Inn have strong budgeting and cost control systems. Shangri-La uses advanced tools to manage its money well, aiming to get the most from its luxury services while keeping high operating costs in check. Premier Inn focuses on budgeting to stay efficient by controlling costs like utilities, labour, and supplies (Alhemeiri et al.).

For managing working capital, Shangri-La has longer cycles because it relies on high-end services. In contrast, Premier Inn benefits from shorter cycles because of its budget model (Ren, 2020).

6.2 Use of Accounting Software
Shangri-La uses advanced accounting software to manage its money. This software helps track income, costs, and make reports for its hotels around the world. Premier Inn, part of Whitbread, uses a system that lets them see how their hotels are doing with money all the time. This helps them keep track of cash flow and control costs well (Roblek et al., 2016).

7. Recommendations
7.1 Shangri-La Hotels
To ensure long-term financial sustainability, Shangri-La should explore opportunities for revenue diversification by investing in wellness and health tourism, which has seen significant growth in recent years. This would allow the company to tap into new customer segments and reduce its reliance on traditional luxury services.
7.2. Premier Inn Hotels
Premier Inn should boost its internet presence and digital marketing to attract more customers. Loyalty programs also boost client retention. Staff training to improve service will set it apart. Partnering with local attractions can improve tourist experiences and boost bookings.
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Revenue of Premier Inn Hotels in £ (Million)
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