2

[bookmark: _Toc178933267]






Assessment 1

Financial Management for the Hotel Industry
Business Report - Comparison of Two Hospitality Organisations
	



Student name: Claudia Butnariu
Student ID: 2239415































Table of Contents
Introduction and Overview	3
Comprehensive Analysis	3
Total Revenue	4
Market Position	5
Growth Potential	5
Financial Commitment to CSR	6
Recommendations	6
Conclusion	7
References	9



[bookmark: _Toc179807513]Introduction and Overview
This business report presents the information on the company’s performance and its strategic development. The report explores a market segment, covering aspects as market trends, competitors, and a position of the company. The measures of financial performance include sales revenue, profits or losses, and expenditure. Furthermore, the report also reviews more detailed information about internal activities including productivity, efficiency and organizational activities and indicates recommendations for future development.
Shangri-La Hotels and Resorts 
The hotel started its operation in 1971 and is a luxurious hotel organization operating from Hong Kong. The acquired brand of the company is named after the fictional utopia of Shangri-La, from James Hilton’s novel Lost Horizon, meaning a faraway tranquil and peaceful haven (Shang Properties, 2024). As distinguished by luxury, attention to individuality, and environmental responsibility, the hotels create accommodation experiences for wealthy guests, scattered throughout rapidly developed gateways to Asia and the Middle East.
Premier Inn 
Premier Inn is a budget-based hotel chain, which started in the UK in 1987 and belongs to the Whitbread Company. It has limited brand appeal and targets price sensitive customers to operate more than 700 hotels mainly in the UK and its nearby Europe. The hotels also operate in Germany and the Middle East (Whitbread Media, 2024). Essentially, Premier Inn targets guests who are decision-making on cost, hygiene, and ease-of-accommodation guests who seek for a good and reasonable place to lay their heads.
[bookmark: _Toc179807514]Comprehensive Analysis
Shangri-La Hotels and Resorts: According to the FY 2023 Annual Report of Shangri-La, total revenue increased to THB 2,157 million, up from THB 1,176 million in FY 2022 evidencing post COVID-19 recovery. Nonetheless, revenue is still weak vis-à-vis the pre-pandemic situation and was at THB 2,503 million in the year 2019. Gross income increased by 137.91% in THB 1,318 million with gross profit margin of 61.11% of gross income. The expenses of depreciation and amortization have changed little but COGS demonstrated a 34.9% growth (Wall Street Journal, 2024). The Gross Profit peaked to THB 219 million from THB 173 million in 2022 while the net income stood at THB 138 million up from a net loss of THB 80 million. Shangri-La’s financial performance has improved significantly over the past two years, to further boost its sales the company needs to enter new markets.
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Figure 1: Shangri-La Financial Statement Highlights
(Source: Wall Street Journal, 2024)
Premier Inn: For FY23, Premier Inn reported healthy financials, total revenue reported for the UK was £2,508 million, up 50% from FY22 and even 22% higher than the FY20, the year before the pandemic. Even more astounding was Germany, where the revenue rose 234%, to £118 million. Adjusted profit before tax for the UK was at £492 million, which is a six folds increase from the FY22. On the same account, Germany declined by £50 million (Whitbread Investors, 2024). However, the periods reveal continuing difficulties in the German market, although in overall terms, Premier Inn’s balance sheet health is stronger, with net cash rising to £171m, indicating a company which is making good use of a growing trend for value accommodation.
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Shangri-La
Shangri-La generated THB 2,157 million in the year 2023, from the THB 1,176 million it recorded in the year 2022. But revenue declined to THB 652 million in 2020 and THB 335 million in 2021 due to the COVID-19 outbreak. It generated THB 1,983 million in the pre-pandemic year of 2019 (Wall Street Journal, 2024). This partly restores the idea of sharp post-pandemic revenue growth in luxury travel, presented communications elevated tourism demand for upscale city and resort destinations.
Premier Inn
Premier Inn UK generated £2,508 million of revenues in FY23 up by £840 million or 50% from £1,668 million in FY22 and £458 million or 22% higher than £2,050 million in FY20 pre-covid. Premier Inn Germany also recorded good growth with FY23 Sales of £118 million, this being 234% higher than FY22 (Whitbread Plc, 2024). The increased revenue in both segments is due to currently popular cheap hotels in the UK and Premier Inn’s expansion in the German market.
[bookmark: _Toc179807516]Market Position
As a luxury hotelier Shangri-La is an up-scale brand targeting the high-end market in its global chain of hotels and resorts. The brand is famous for its excellent customer relations and fabulous facilities, it caters mostly to upscale tourism – both leisure and business. Currently, its competitive advantage is noticeable in the Asia-Pacific region particularly in China and Southeast Asia (Shang Properties, 2020). However, it must compete with other brands of the global hotels that are classified under the luxury brands like Four Seasons and the Ritz Carlton.
Premier Inn is one of the largest players in the British market for accommodation at a low price, with excellent quality and comfort. The company holds a dominant market share due to the huge network of over 700 hotels in the UK budget market. It also aims at the business traveller on a limited budget and families, who are more concerned with the price (Whitbread Media, 2024). In Germany, the company continues to grow and develop however even here it has intense competition from domestic and international mid-scale hotel chains.
[bookmark: _Toc179807517]Growth Potential
Shangri-La Hotels and Resorts: Shangri-La is in a good position to expand in the Middle East and Europe’s luxury segment. Dubai is attractive because the luxury segment is expected to grow at 5.12% CAGR in the UAE, and the hospitality industry is gradually increasing its $7.37 billion market states (Mordor Intelligence, 2024). There is an opportunity in Europe that is France which has Paris luxury hotel market set to grow at a 4.8% compound annual growth rate from the year 2023 to 2029 (Mordor Intelligence, 2024). The commitment is for France’s nearly $18.7 billion luxury tourism segment and Shangri-La’s switch to eco-tourism, which matches rising customer expectations of luxury sustainability. These regions offer promising growth opportunities as global tourism and a market for luxury sustainable travels continue to grow.
Premier Inn: Currently, Premier Inn has significant opportunities in Germany because the market of low-price accommodations is not yet fully developed. They only recently began expanding to Europe and have a lot of faith in their home market in the United Kingdom. Germany is forecast to experience a CAGR of 1.59% in the budget hotel industry for the years 2023 to 2033, which may be inviting for Premier Inn (Spherical Insights, 2024). Nonetheless, increased operating expenses coupled with fluctuations in economic outlooks present threats to growth - particularly in the regional and global markets. In the case of Premier Inn, the growth strategy would significantly rely on maintaining profit margins due to increasing competition and more volatility.
[bookmark: _Toc179807518]Financial Commitment to CSR
Shangri-La Hotels and Resorts established CSR through the SSG plan that categorizes development, people, and environments. The company supports environmental conservation processes that are concerned with cutting down emissions of carbon, enhancing water usage and most importantly managing the quantity of waste produced to meet sustainable development goals (Halkos and Gkampoura, 2021). It goes beyond improving the luxury hospitality experience for the guests, and positions Shangri-La to meet international sustainable development goals, to be able to present a positive impact on the social setting. Implementing of these sustainable practices will help Shangri-La in achieving its vision for the sustainable development in the long-term period and generate sustainable value not only for the company itself, but also for its stakeholders. Thus, solidifying the company’s position on resorting sustainable luxury in the hospitality industry.
The British hospitality company Premier Inn, which is a part of the Whitbread Plc, also has the “Force for Good” policy providing key focuses on social responsibility concerning sustainability, Diversity, and different society approaches (Whitbread Investors, 2024). The company has established great targets for sustainability: the company strives for getting net-zero emissions by 2040 and including an anti-food waste policy. 
Thus, the company also testified that Premier Inn was pursuing social impact goals and equally investing in jobs for local communities and charity. By striving towards these goals, Premier Inn not only improves the image of its brand, but also proves itself as the industry leader in the field of the budget accommodation sector (Shang Properties, 2024). This has helped this firm to spread awareness regarding the environmental challenges across its target customers from both domestic and international market segments. In their case, Shangri-La and Premier Inn show how the hospitality business can pave the way to a sustainable tomorrow catering to the needs of today’s consumer.
[bookmark: _Toc179807519]Recommendations
Shangri-La Hotels and Resorts
Introduction into Emerging Luxury Markets
Shangri-La should aim at new luxury travel destinations where it has not yet penetrated deeply such as Africa, South America and chosen parts of the Middle East, Asia, and Europe. The hotel remains largely unutilized markets within the context of the luxury segment as many of them get attracted by the novelty inherent in exotic locations. As customer recognition of Shangri-La is high and rapidly advancing markets desperately lack luxury hotel rooms, clear communication of Shangri-La brand values and focus on spectacular service could entail a significant strategic advantage in these markets (Adams, 2024). The chain made properties in important cities and tourist destinations like Cape Town, Sao Paulo, Doha, so that it can target audience of big income earners and promotional boards. This will be useful to offer tax incentives and other endowments to open these markets easily.
The recommendation stems from the fact that Shangri-La is anticipated for steady and almost full recovery in its revenue of 83.44% in the year 2023. Thus, establishing high demand for luxury travel. Also, it has not attained the pre COVID level of revenue, and this means they must look for other ways of generating this revenue than the Asian market. Further, new markets with expanding consumer base can be used to management risks such as economic crisis or political instabilities in the regions that are very important in the company’s operations.
Premier Inn
Speed up the international growth in Germany and diversify presence across Europe
Premier Inn should increase the rate of expansion in Germany at the same time look for other market in Europe where the market for the budget hotel is relatively unexplored such as France and Spain. It is notable that significant growth in revenue has been identified in Germany in financial year 23 by 234% to which there is a high level of demand for Premier Inn’s value-based proposition of business and leisure travellers’ accommodation (Whitbread Media, 2024). Although, the adjusted loss of Premier Inn Germany was £50 million, an implication that further investment in local marketing and website development, property purchases, and other operating efficiencies is required to make this market profitable.
Apart from Germany, Premier Inn can also explore the untapped markets of West and South Europe that do have an abundant number of mid-booking visitors in search of low-cost and consistent accommodation facilities. Regarding the long-term sustainable growth strategy, Premier Inn must continue with its importance of cost control and operational efficiency as its major admirable strengths highlighted from its recovery in the pandemic period financial year 2023 with a rise of 556% on adjusted profit before tax (Adams, 2024). The expansion will also help to transform the revenue stream of Premier Inn to be not only less centrally focused by geographical location but also to avoid being exposed to the pressures of demand in the UK in the short term.
[bookmark: _Toc179807520]Conclusion
Based on the above discussion, it is advised that Shangri-La begin penetrating new luxury markets such as Africa and South America, affiliated to growing expenditure on luxury travels, and at the same time, develop other markets apart from Asian markets. Moreover, Premier Inn ought to step up its expansion in Germany, and move into other European locations not yet saturated with inexpensive hotels to capitalize on growing customer need for cheap places to stay, especially among price-sensitive consumers. The two strategies seek to achieve revenues and profitability with the optimization of risks for every organization with an emphasis on capitalizing on the strengths of each player in the market.
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