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Executive Summary
By comparing the economic performance of Shangri-la and Premier Inn it has-been found that due to the pandemic situation, both organisations faced issues in generating high revenue. However, by implementing a cost reduction strategy, Premier Inn recovered its financial losses to its key competitor, Shangri-La Hotel groups. The comparison of market position has put Premier Inn in a better condition. With appropriate target of customer demographics and high market share has increased revenue of Premier Inn. Sangri-La has a better commitment for CSR and managed to attract customers. Growth strategies of Sangri-La are required to be cost-effective whereas Premier Inn should concentrate on making financial arrangements for luxurious services. 
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[bookmark: _od4cz4yt8lwz][bookmark: _Toc188712931]Introduction
The report has a motive to develop an extensive understanding of business finances in the hospitality sector and recognise the significance of financial management. The long-term growth of any hotel group heavily depends on their individual capacity to manage financial resources by controlling expenses and maximising revenue (Drury, 2021). In this report, the importance of financial management will be stated by comparing two famous hotel chains, Shangri-la Hotels and Premier Inn hotels. The potential of the plan adopted in those businesses for long-term growth and the commitment of their financial resources towards sustainability will be evaluated.     


[bookmark: _xjye91ul78hx][bookmark: _Toc188712932]Comparison between the hotels
[bookmark: _cx3t65e883da][bookmark: _Toc188712933]Total revenue
The international hospitality industry has experienced high market competition in which an effective revenue management practice plays a vital role in influencing organisational success.  Effective revenue management significantly provides a clear and detailed roadmap for better pricing and resource optimisation systems (Diorio and Hummel, 2022). In this case, it serves as a key financial indicator of the organisational success of hotel organisations. Shangri-La Hotel Groups and Premier Inn Hotel both are largest players in the international hotel industry and compete to gain high financial returns from the market. Shangri-La is a luxury hotel brand with more than 100 properties across North America, Asia and Europe. According to the annual report, the revenue trend of the business is found at £2,016,787,000, £1,947,387,000, £827,771,000, £994,071,000, £1,171,168,00 and £1,715,559,000 in 2018, 2019, 2020, 2021, 2022 and 2023 respectively (Shangri-la, 2024). This organisation is constantly growing its revenue in the last few financial years with its strategic business management. However, due to the global pandemic situation, it faced major fluctuation in market demand which affected its total revenue over the year 2020. As per the detailed information it is recognised that it maintained a revenue growth rate of around 8.5% CAGR in the fiscal period 2018-2020. Focusing on the revenue generation process of the firm it is recognised that it generates 70% revenue from room services, 20% revenue from F&B service and 10% revenue from other services including golf, spa and more.
Premier Inn Hotel is another well-known hotel chain in the international hotel industry operating its business operations with more than 800 properties across Asia, Europe and the UK. The organisation also focuses on increasing its revenue over the last five years which is driven by growing market demand for affordable and high-quality hospitality services. The key revenue streams of the business are room services, food and beverage services and other hotel services including events, meetings and more. In this case, it generates 80% of revenue from room services, 5% from other activities and 15% from F&B services. As per the annual report, it is found that £2,007,400,000, £2,049,100,000, £2,071,500,00, £589,400,000, £1,703,400,000 and £2,625,200,000 in 2018, 2019, 2020, 2021, 2022 and 2023 accordingly (Whitbread, 2024). In this case, it is found that due to high market demand fluctuation, it decreased total revenue in 2021. As per the annual report, it is found that the company maintained a revenue growth rate of around 7.2% in the fiscal period 2018-20. Apart from this, comparing the overall financial performance of both organisations it is found that Premier Inn has recovered its financial losses due to the pandemic situation over the last three years than Shangri-la with an effective cost reduction strategy. The core reason behind it is Premier Inn generated higher revenue than Shangri La in 2022 and 2023 through it maintained high revenue growth in the pre-pandemic situation. 
[bookmark: _c3t5i15aeu56][bookmark: _Toc188712934]Market position 
In the context of financial management, “market position” is a valuable term. It is defined by the perception that an organisation has created in the target market by identifying potential customers (Seal, 2019). The share of an organisation in the overall market assists the finance professionals to attract investors and design strategies for controlling business expenses. 
[bookmark: _3rydp4ac46qg][bookmark: _Toc188712935]Market share
A hotel group has the urgency to control its market share within the operating industry. The term “market share” can be defined as the particular portion of an industry which is controlled by an organisation (Walker, 2021). In terms of market share, it can be stated that Premier Inn is currently at a better position. As per the annual reports of Whitbread, Premier Inn has gained a market share of 12% in the UK in 2023 (Whitbread, 2024). On the contrary, the market focus of Shangri-La Hotels is limited within Asian countries like Singapore, China, Japan, Hong Kong, India and others. The company recently opened a hotel in May 2024 at London (Shangri-la, 2024). Hence, the market share of the company in the UK has been contracted to less than 1%. The huge difference in market share has made Premier Inn more financially stable than Sangri-La.    
[bookmark: _wodiqrwgggy4][bookmark: _Toc188712936]Customer Demographics
Each hospitality business has a unique technique to target customers from different demographics. The nature of targeting often determines the financial efficiency of organisations. A certain similarity can be found in the demographics of target customers of Premier Inn and Sangri-la, mainly in terms of age group. Both the company prioritises the young generation to millennials for continuing their marketing procedure. However, differences can be observed in terms of socio-economic stability and intention for travelling. Sangri-La mainly comprises “five-star luxury hotels” that offer comfort at a premium level taking high charges from the guests (Emmanuel et al., 2024). Hence, the company targets customers with high personal disposable income who prefer comfortable accommodation while travelling. Conversely, Premier Inn has an aim to give comfort to the guests at a reasonable extent keeping the pricing low (Premier Inn, 2025). Hence, the company emphasizes travellers from medium to high socio-economic class who have a preference for cozy rooms at an affordable price. The current economic crisis across the world owing to inflation has shifted customer preferences towards budget-friendly cozy rooms. Hence, Premier Inn is getting more financial advantages than Sangri-la. Premier Inn has managed to increase its sales to £2.5bn by effectively focusing the customer preferences (The Guardian, 2023). Sangri-la has a slightly low amount of sales amounting £2.25bn.                 
[bookmark: _2ule2q7ntzr][bookmark: _Toc188712937]Brand Perceptions
The extent of brand perception often determines the financial health of an organisation. The term can be regarded as the thoughts and beliefs of customers on a particular brand (Seal, 2019). Sangri-la has gained a high amount of popularity among the customers. People view this hotel group as a “World-class luxury hotel chain” and give high ratings to the quality of the hotel services. Premier Inn, on the other hand, is often viewed as a “medium to good quality hotel” rather than “world-class luxury hotel”. The difference in customer views has offered competitive disadvantage to Premier Inn. However, Premier In has a brand awareness of 93% (Statista, 2024). The rating is higher than Shangri-la. Hence, Premier Inn has gained better sales and market position than Sangri-la.   
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Figure 1: Premier Inn Brand Perception in 2022
(Source: Statista, 2022)
[bookmark: _shahle6ex8zs][bookmark: _Toc188712938]Growth Potential 
The potential for business growth contributes a major part in financial management. Growth potential refers to the possibility of a company in growing revenue amount, sales and competitive advantage (Seal, 2019). There is a significant difference in growth potential of Sangri-la and Premier Inn Hotels. 
[bookmark: _q5k20830lhiy][bookmark: _Toc188712939]Expansion Strategies
Sangri-la has announced a “shared-service” focused expansion strategy in recent times. The company has developed a “Finance shared-service model” that is particularly focused on increasing accounting quality and enhancing controllership (Tam et al., 2022). A synergy has been created among the financial operations of 100 Sangri-Hotels operating in 17 countries. Hence, transparency has been increased in the accounting activities leading a significant rise in review and profitability. It has been planned by Hung that Sangri-La will continue regional expansion in different Asian countries with this finance model to generate a satisfactory amount of profit from the new regions. Premier Inn has a different expansion strategy than Sangri-la. In contrast to focusing on accounting operations, the company has taken an expansion plan of increasing hotel rooms to recover previous losses. The current strategy of Whitbread is to convert the loss-making restaurants into Premier Inn Hotel, specifically those, which are located near vital tourism centres (Premier Inn, 2024). The expansion strategy is believed by the leaders to be appropriate for enhancing revenue and profit margin. The company has started making a £500m plan to increase the hotel rooms by 25% within 2029 (Bas and Sivaprasad, 2022). The finance professionals of the company have an expectation for return-on-investment from this strategy.              
[bookmark: _ul72r6u0h1f2][bookmark: _Toc188712940]Market Opportunities
The new financial services in Shangri-la for-business growth is mainly controlled by digital technologies. The high rate of digital invention in Asia and Pacific regions can be counted as a market opportunity for Sangri-la (Tam et al., 2022). However, the company has an opportunity to grow the business in different areas of Europe and America by considering the fact that international travel and tourism has been heavily increased in those countries. Excessive market focus on Asian and Pacific regions can prevent the business from growing seamlessly. Compared to this hotel, Premier Inn has properly started utilising the opportunities present in the European market regarding tourism growth. The company has started expanding hotel rooms in the UK and Germany.    
[bookmark: _up3ztqktaynk][bookmark: _Toc188712941]Growth Barriers
Continuous rise of inflation is the major barrier for Sangri-La. The company is focused on providing the unique-quality experience and amenities without focusing on cost-efficiency (Emmanuel et al., 2024). Hence, inflation has heavily affected the business raising operational cost. The high cost of operation is preventing the business from properly fostering “Finance shared services” through digitalisation. In contrast, Premier Inn is found to be highly coped with the changing financial condition across the globe (Terence, 2022). The company has maintained reasonability in price setting by controlling operational cost. However, Premier Inn has a lack of adoption to modern hospital arrangements compared to Sangri-La. Its failure to make the hospitality business luxurious raised a growth barrier.      
[bookmark: _up1kdz5cjqmb][bookmark: _Toc188712942]“Financial Commitment to CSR” 
Sangri-La is found to have been highly committed to the CSR (Corporate Social Responsibility) Initiative. More than 20% of its total profit has been invested to offer education to 200 children (Sangri-La, 2024). Additionally, the company has invested in conducting environmental projects on preserving natural habitats of golden monkeys and pandas in its operating Asian countries. Commitment for CSR projects in-turn offer a financial benefit by increasing customer engagement (Emmanuel et al., 2024). Similarly, Sangri-La has gained customer appreciation and receives a high amount of donations from guests for its CSR projects. Premier Inn has also made financial commitment by increasing expenses to convert the hotels into energy-efficient ones. Additionally, the financial investment to reduce 20% usage of water by each guest has made a significant impact on the company's reputation (Premier Inn, 2024). However, through a careful comparison, it can be stated that Sangri-La is more successful towards CSR commitment than Premier Inn.        
[bookmark: _qqljoorl0dil][bookmark: _Toc188712943]Recommendations 
A well-reasoned recommendation for Shangri-la Hotel is to open more hotels in European Countries with a cost-effective procedure. Tourism and interest for hotels increasing in this region (Walker, 202). Hence, Sangri-La can enhance revenue diversification from the European countries. It is also justified for the hotel to control business expenses by limiting hotel luxury as people in the European countries are moving their choices towards cost-effectiveness due to the pressure of inflation.  
Premier Inn has the requirement of increasing business expenses slightly for making the hotel services more luxurious. It is evident from the previous comparison that Sangri-La has a better brand perception due to its premium amenities. High customer rating and satisfaction can increase financial efficiency by raising the number of sales (Drury, 2021). Hence, it is suggested that the new expansion strategy of Premier Inn should be integrated with modern accommodation technologies that can create more comfort for the guests in the new hotel rooms.  

[bookmark: _dj086kbd7iy][bookmark: _Toc188712944]Conclusion 
The report has compared financial management practices in Premier Inn and Sangri-La by depicting evidence. Overall, it is found that Premier Inn has better control over its financial position and future growth. However, Sangri-La beat this company in terms of CSR initiatives and customer perception.
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Year ended 2 March 2023
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Share of profit from joint ventures 5 23 - 23 04 - 04
'OPERATING PROFIT/(LOSS) T a5 (eS) 5050 133 740 2278
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Az 3t 31 Decermber

2019 2008
Note usvooo usD000
AssETs
Non-current assets
Property,plant and equipment. 7 5092022 5537840
Investment properties i 1658560 1478672
Leasehold land and land use rights o - 484 am
Right-of-use assets 10 1318.451 B
Intangibl assets b 108,363 100058
Interestin associates 1 3912827 3911801
Deferred income tax sssets % 2769 7507
Financial sssets 3t fair value through
other comprehensive income 1 4357 4564
Financial sssets at fair value through profit o loss 1 9866 10391
Derivative financial instruments. 2 8979 8102
Other receivables 15 14963 14720
12156082 11557696
Current assts
Inventories 33951 36528
Properties forsale ” 50569 153,097
‘Accounts receivabl, prepaymens and deposits 16 291661 270888
Amounts due from associates ) 2788 70742
Derivative financial instruments. 2 3157 3472
Financial sssets at fair value through profit o loss 1a 18188 18836
Short-term deposits with original maturites over 3 months. 18 107381 88979
Cash and cash equivalents. 18 909496 970,410
1565991 1612952
Total assets. 172207 13170638
EQuITY
Capital and reserves attriutable to
‘ownersof the Company.
Share capital and premium 1 3201995 3201995
Shares held fo share award scheme 1 (5985) (996)
Other reserves 2 653684 693368
Retained earmings 2339885 2398584
6189575 6288951
Non-controllng interests. 2 4454 387537
Total equity 6504033 676888
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UABILITIES

Non-current liabiltes
Bark loans 2 3997098 4066686
Fixed rate bords 2 68137 636933
Deriative financial instruments 2 15,668 6261
Amaunts du to non-contraling sharchalders. 2 46550 -
Long term lease labtes 10 588530 -
Deferred income tax lisbilties 2 35797 331076
5873950 5040556
Current abltes
Accounts payable and accruals 27 666377 677642
Contract labiites 2 175,001 286890
Short term lesse abiites 10 51603 -
‘Amounts du to non-controlling shareholders. 2 39528 35050
Current income tax abiites 30105 20425
Bank loans 2 375329 431220
Derivative financial instruments 2 6143 1577
1344086 1452800
Total Habiltes 7.218,040 6493760
Total equity and labilities 13722073 13170648
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December

2019 2018
Note UsD000 UsD'000
Revenue 5 2431216 2517857
Cost of sales. 29 (1108,647) 113,268
Gross profit 1322569 1404589
Other gains/(losses) - net 30 54508 26427
Marketing costs. 29 (96.149) (99,039)
Administrative expenses 29 (285.292) (254,81)
Other operating expenses 2 (700871 (743804)
‘Operating profit 294765 180,508
Finance costs - net 33 (233524) (195,505)
Share of profit of associates 34 220423 305,393
Profit before income tax 281664 29039
Income tax expense 35 «m9aa) (106,658)
Profit for the year 169.720 183738
Profit/(Loss) attributable to:
Owners of the Company. 152,485 192905
Non-controlling interests 17235 (167)
169720 183738
‘Earnings per share for proft attributable to
the owners of the Company during the year
(expressed in US cents per share)
- basic 36 427 540
~diluted 36 427 540





