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	Module Learning Outcomes 
(from module syllabus)

	
Upon the successful completion of this module, the student should be able to demonstrate the ability to:
· critically evaluate the main features which contribute to the international business environment with the focus on macro-economic conditions; 
· critically evaluate the different modes of engagement with international markets and explore the interconnectedness between these and the technological, economic, legal, political, ecological and cultural environment in which expanding companies operate; 
· assess micro-economic structures with respect to decision making in global organisations;
· critically evaluate issues in trade theory relevant for the conduct of international business and the internationalisation of organisations.






	
TASK DESCRIPTION



As one of the managing directors of an international organisation, you have been tasked to write a report, which critically assesses the current environmental forces and their impact on the organisation. 	

The organisation:

You can choose any international organisation. For instance you may base this task on an organisation you have been or are still working for. Alternatively, you can choose an organisation you have come across during your studies or you are generally interested in. 

The choice of organisation needs to be discussed with the module lecturer before you conduct any research. 


Your task:

Given your knowledge in economic theory, you have been asked to write a report where you critically assess the environmental conditions (all of which will be massively changed from the norm by Covid-19) in which the organisation operates. It is particularly important to demonstrate and discuss the actual and potential implications of the various factors on the organisation. It is also expected, that you refer to and implement appropriate economic theory in your discussion.

Your report needs to include the following steps: 

· The assessment of the competitive environment requires you to identify, analyse and interpret industry specific figures. 

· The macro-economic analysis should be based on a critical assessment of a range of national and international macro-economic performance indicators. 

· From the above analysis, derive a comprehensive conclusion, which evaluates the current position of the chosen organisation within the international market and provide an outlook/ scenario with respect to future organisational decisions and/ or developments.  This should include analysis and discussion on the thinking behind the microeconomic decisions taken by the company previously and also on how these decisions may change if the organisation decides to take up any potential new ways of moving forward in the future.


Note. Your participation in the class Curatr activities will be taken into account within the marking of this assessment (see marking criterion “Transferable Skills for Life and Professional Practice.”

(5,000 words report/ 100% of total mark)








Report on Premier Inn Hotel and its current environmental forces

Introduction:
Premier Inn is owned by Whitbread PLC. Whitbread Plc focuses its business on its leading growth areas, hotels and restaurants. And it is one of the UK’s largest operators. (Whitbread 2021)
Premier Inn is one of the biggest budget hotel brands and it is the strongest. It is an award winning hotel chain. It has been rated as the UK’s best value Hotel Chain by YouGov. Premier Inn is the most popular hotel brand and the most famous. (YouGov 2020) It has more than 800 hotels geographically placed across the UK, Ireland, UAE, Indonesia, India, Singapore and a significant number of hotels in Germany. The company continue to expand internationally, in 2016 it opened its first hotel in German Frankfurt, followed by one in Hamburg and Munich in 2019. (Premier Inn)
Whitbread PLC has other hotel brands, Zip by premier inn which is a pod style rooms and a more upmarket Hub by premier inn. These are geographically only available in the UK.
Premier Inn is an exceptional brand which has grown at a significantly faster pace than competitors, delivering a consistently superior customer experience. (Premier Inn 2020) Premier Inn excels in its operations by offering a friendly service and promises a “Good Night Guarantee” which offer 100% money back guarantee in a rare event a stay falls short of expectations.
This report will look at Premier Inn hotel and the current environmental forces and how it is impacting on the organisation. The World Health Organisation declared a global pandemic on 11th March 2020. Hotel and hospitality industry and its services came to a standstill as travel bans were introduced, lockdowns and other containment strategies were introduced at local, regional, national and international levels. The COVID 19 pandemic has majorly impacted the market. Premier Inn was confronted with an unprecedented challenge. Restrictions placed on travel and stay at home orders issued by government authorities led to a sharp decline in hotel occupancies and revenues. (Whitbread 2020) 
Tourism is deeply implicated in these challenges. The tourist industry in one of the leading industries in the global economy. The UK economy is likely to have suffered its steepest fall in GDP in more than three centuries. But 2021 is expected to bring a strong recovery. It is estimated that, the world GDP growth forecast for 2021 to rise to 5.2% from 4.9%, in light of the recent vaccine news, after an estimated 4.0% decline in 2020. (Oxford Economic Forecasting, 2020)
In order to be successful, it is important for Premier Inn to get its product and strategy right. It must look at certain factors in macroeconomic environment that could affect its strategy and decision making (Sloman 2019) therefore the position its hold in the current market.
The Hotel industry in the UK and internationally is incredibly competitive. Most hotel organisations are entering this financial crisis due to COVID 19 pandemic far better equipped to cope than was the case in the previous recession. In particular, they have the benefit of far more advanced information technology. Studies have found that the national economies around the world had been seriously affected by the financial crisis of 2007. (Papatheodorou et al 2010)
The macroeconomic environment can be described by a series of all the economic factors that are specific to a particular market. There are key macroeconomic components such as economic growth, unemployment, inflation, the economic relationship with the rest of the world, the financial well-being of individual, businesses and other organisations, governments and national, and the relationship between the financial system and the economy. (Sloman 2019)
Premier Inn sought to better measure what it was doing from a service perspective by inventing a model which measure the effectiveness of its service. Premier Inn strategy focused on customer insight and investing in understanding customers more effectively which contributed to return visits, hence improve its market position.
One important element of Premier Inn business environment currently due to COVID 19 is completely beyond its control. The global economy is experiencing great uncertainty. The role of economic uncertainty in macroeconomic activity is extensively discussed in recent years, especially after the previous recession. The economic downturn from 2008 saw trading conditions become much tougher and the same is anticipated and already seen in the current financial crisis created by COVID 19. 
A large number of the literature suggests that increased uncertainty has negatively affected several macroeconomic outcomes, including, e.g investment, employment, consumption, and output. Policy makers also argue that uncertainty has played an important role during the last recession and  in driving the slow recovery, as discussed in the International monetary fund (Bloom et al 2013). As stated by Bloom (2014), “Uncertainty is an amorphous concept. It reflects uncertainty in the minds of consumers, managers, and policymakers about possible futures. It is also a broad concept, including uncertainty over the path of macro phenomena like GDP growth, micro phenomena like the growth rate of firms, and noneconomic events like war and climate change. . . Our measures of uncertainty are far from perfect and in fact are best described as proxies rather than real measures.”
According to International Monetary Fund (IMF 2020) all developing economies have experience an unprecedented 3.9% in real GDP. In this context, the financial activity and credit growth are likely to remain suppressed, for as long as the economy remain in a vulnerable position, will see more companies entering liquidations. The Mercure Aberdeen Ardoe House Hotel and Spa in Blairs went into liquidation after being hit by the oil industry downturn and restrictions put in place due to the COVID 19 pandemic with other hotels to follow (The Scotsman 2020). Premier Inn has been lucky in such and according to Whitbread’s interim financial records, the business retains a strong balance sheet and liquidity position, enhanced by the successful £1bn rights issue completed in June.
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PESTLE ANALYSIS:
The behaviour and performance of organisation is affected by the business environment. The business environment includes political, economic, social/cultural and technological factors, as well as environmental, legal and ethical ones.
Premier Inn is committed to ensure that it is operating responsibly in all aspects of the business, such as the environment, teams, suppliers, health, community and guests. 
PESTLE analysis is a tool which is widely used by business managers. It is effective for development of strategic decision making. Since tourism is affected by current and new government legislation, it is important to understand the location of political power, how political power and the likely effects of this on policy.
Political:
Analysis of the political environment in which the Premier Inn operates in can lead to the identification of key opportunities and threats. Some areas of change that have a major impact. (Tribe 2010)
Competition policy
Health and Safety
Transport and Infrastructure
Global carbon agreements and targets
Taxation spending plans
Travel advisories
Employment and training policy
The UK government has imposed local and national lockdown which significantly affected Premier Inn. It has had to close vast majority of its hotels during the first national lockdown from March to June 2020. Premier Inn saw a decline in its accommodation sale both in UK and Germany.  Following Government guidelines, Premier Inn kept 39 hotels open to support NHS workers and other key workers. When the hotel was able to reopen in July, it saw a steady improvement in UK occupancy levels, averaging 51% in August. Premier Inn benefitted from the use of Government support packages which improved its financial flexibility. (Whitbread 2020)
Government required all organisations to revise its working arrangements according to the new HSE regulations.  All workers needed to retrain in the safe operations under the new COVID 19 guidelines. 
Recent lockdown measures announced by the UK Government means that Premier Inn can continue to manage its cash position. Establishment of the Rights Issue provided a strong platform for its future growth and investment to drive market share gains.
Economic:
From the economic perspective, hotel chains have competitive cost advantages over individual hotels. This is a very encouraging factor for Premier Inn for expansion for their budget hotel chains internationally. It has already been successful in Germany during the current economic environment. It has grown its hotel network in Germany from 6 to 21 hotels, with this growing demand, Premier Inn is making tremendous expansion of their brand. It has accelerated its growth abroad despite the uncertainty of the COVID 19 crisis.  
The current economic downturn has also led to a downturn in the World labour market. The International Monetary Federation stressed that the unemployment rate is likely to peak at more than 6.9% of the labour force in the advanced economies. (IMF 2020) Therefore, Premier Inn could possibly find that the rising unemployment weighing on accommodation sales and investment. Many organisations have forced to make strategic decisions to improve its financial position, thus seeing an increase in business closure hospitality factor due to social distancing requirements. Premier Inn have also had to reduce number of employees at head office as well as encouraging management team to take voluntary pay cuts and redundancy. (Whitbread 2020)
In Germany, Premier Inn is strongly continuing to build and invest in growing to over 60,000 rooms through both organic and inorganic investment by acquiring further hotels to bring the total to 68. This growth fast forecasted can be perceived as an attempt to replicate its success in the UK and by engaging in a fight of market dominance in Germany.
Changes in the exchange rate will alter patterns of expenditure as different destinations become attractive due to weak currencies. With the UK leaving the European Union there is bound to be some differences post COVID pandemic in consumer spending power and organisations’ invest further afield.
Interest and Inflation rates set by the Bank of England is currently exceptionally low due to the pandemic crisis.  The current inflation rate stands at 0.6% below its set target of 2%. The interest rate has been at 0.1% (Bank of England 2021) Premier Inn is utilising its opportunity in the market with low interest rates across the field.
Social:
Social analysis understands changes in population size and structure as well as changes in consumer tastes, preferences and broader cultural shifts. Population is important and the main key factor influencing the demand for tourism and hotel business. (Tribe 2010) Therefore a country with a large population like the UK and Germany represents the perfect market for hotel business. It could be argued that post COVID 19 population will want to travel more due to the psychological effects of being in national lockdown. 
Dann (1981) analysed tourism motivation in terms of push and pull factors suggesting that the conditions in the consumer’ hoe environment could affect the desire to travel. This can be thought to be true in the current economic environment once restriction and travel bans are lifted. The population may desire to escape the monotony of working from home. On the other hand, pull factor exerted by destination might include climate difference. Most of the UK population value Premier Inn and may be more willing to travel to Germany or Indonesia to other premier Inn as they have formed an attachment to the brand and its familiarity.
Premier Inn prides itself as the leading budget hotel brand that focuses on customer satisfaction. They offer their customer 100% of their money back through the ‘Good Night Guarantee’ of a good comfortable room and exceptional friendly service. (Whitbread 2020)
Technological:
Technology is one of the variables that directly influence the business operations. In a fast- growing hotel brand like Premier Inn technology is at the front of its everyday operations, more so now than ever before. The use of latest developments in Information technology helps in maintaining an effective functioning. It also to develop a centralised supply chain for management systems. Premier Inn rely on web- based techniques for its daily operations. They encourage booking via their online reservation facilities offering competitive prices. They also maintain a centralised customer- based database for regular updates of new products in an effort to stay ahead of competitors.  Most of the population now us mobile phone, and this is a perfect platform to reach a wider population with promotional campaigns.
The technological environment offers both opportunities and threats to the organisation. The opportunities resulting from technological development can be found in cheaper provision, or improvements in goods and services, better marketing and easier distribution (Tribe 2010). It can be argued that it can result in the organisations’ product becoming duplicated easily by competitors.
Information Communication Technology (ICT) poses its opportunities and threat in a hotel industry. Although, it can offer fast communications, it can make certain roles obsolete. Premier Inn offers fast ‘electronically check-in’ where there is no need for a receptionist to be present at time. There is a risk in the future to make job role redundant.
ICT medium has become more relevant and useful now in terms of working from home due to the COVID 19 pandemic and current national and international restrictions. Organisations can have their conferences and meeting online anywhere in the world. For a limited number of Premier Inn that offers conference room meeting this is a small threat to this source of income.
Legal:
Johnson (2017) state that legal analysis of an organisation looks at the labour, environmental, consumer regulation, taxation and reporting requirement, rules of ownership, competition and corporate governance.
These are organisations’ norm regarding the respect for the ecological environment. Organisations that neglect to follow these law and regulations risks outrage amongst consumers or employees regardless of legal situation.  
Premier Inn had to refund guests against their terms and conditions due to the sudden outbreak of the COVID 19 and businesses globally had to shut due to restrictions imposed by the Government. Upon reopening after the first national lockdown, Premier Inn revised its terms and conditions to give its consumer more flexibility with their booking. Their strategy on reopening was to leverage our strong brand and direct distribution model, while also providing additional reassurance to customers a cleaning and hygiene routine, in line with new COVID 19 regulation set out by the HSE allowing customers to “stay with confidence”. Changes were made to introduce a flexible booking and rate classes, so that guests have a greater range of cancellation and amendment options, also enabled customers to “book with confidence”. (Whitbread 2020)
Part of Premier Inn vision is to ensure that the organisation is a force for good by sourcing supplier responsibly and with integrity. It prides in respecting the human rights of everyone from employees to suppliers. (Whitbread 2020)
Ecological/ Environmental:
The last ecological analysis stands for a green macro environmental issues, such as pollution, waste ad climate change.  We learn that organisation nowadays must follow strict environmental regulation. The regulations impose great fine should organisation fail to comply with the law as these laws helps in reducing global pollution and facilitate effective channels for safe waste disposals. (Johnson 2017)
Premier Inn has set out environmental steps to ensure it continues to reduce its Carbon footprint. Premier Inn’s approach to the environment is guided by their environment and energy policy. Its strategy is to 
· reduce carbon emissions intensity by 50% by 2025 and
·  reducing food waste by 50% by 2030. 
· Eliminating unnecessary single-use plastics from across our business by 2025 (Whitbread 2020)
The care of the ecological environment and social responsibility are fundamental to consumer’s values, preferences and expectation. Consumers favours organisations which cares for the environment.
SWOT Analysis:
SWOT refers to the Strength, Weaknesses, Opportunities and Threat. It is a technique used to conduct an organisations strategic analysis and in making strategic decisions. Premier Inn’s SWOT analysis in its current environment.(Whitbread 2020)
Strength:
· Strong well recognised brand, award winning hotel chain
· High staff motivation and commitment
· Enhanced structural growth opportunities in the UK and Germany 
· Best-in-class operating model,
· Market-leading direct distribution model 
· Broad customer reach will help drive market share gains in the UK
· Reputation for social responsibility both internally and externally
· Comprehensive response to COVID-19; protecting colleagues, guests and the business, securing liquidity and strengthening balance sheet
· Capital light and global coverage of hotels
· 21 hotels now open in Germany and pipeline expanding
· Utilised UK and German Government support packages 
· Covenant waivers obtained through to March 2022  
· Successful completion of £1bn rights issue in June
· Newly opened hotels boast new restaurants, and refurbished reception areas
Opportunities:
· Major platform exists for using social networking in promotions and online sales
· opportunity to replicate Premier Inn’s UK success in Germany
· In Germany, it has secured 53 hotels network and now expanding up to 68 hotels
Weaknesses:
· UK hotel market recovery has slowed
Threat:
· Reducing central office headcount by 15-20% through redundancy
· Proposed up to 18% reduction in number of hotel and restaurant staff
· Difficulties in maintaining quality and service 
· High number of competitors 
· Pandemic – impact of COVID-19 or any other pandemic on the business
· Economic Climate – results in a decline in GDP, consumer and business spending, a fall in RevPAR and inflation pressure impacting growth plans
· Data Security – reduces the effectiveness of systems resulting in loss of data
In addition, there is a reduced levels of business travel as a result of increased working from home and improved virtual meeting technology as a direct impact of the COVID pandemic affecting Premier Inn’s broad business customer base.

Porter’s Five Force analysis:
Porter argued that, ‘the essence of strategy formulation is coping with competition’ and that in addition to undertaking a PESTLE analysis, it is also necessary to look at a structural analysis of the organisation. The strength and weaknesses of the opposition and determine the competitiveness structure of a market. (Griffiths 2011)
The main key elements in using Porter Five forces analysis is 
1. Potential entrants
2. Substitute
3. Suppliers
4. Buyers
5. The degree of competitive rivalry
Johnson (2017) stated that, the threat of new entrants into an industry depends on the barriers that exist in the market and the expected reaction of existing competitors to the entrant. Premier Inn doesn’t seem to have many barriers in entering new market as a sector it is growing considerably fast. However, it is exceedingly difficult to be competitive in a budget hotel chain. The threat of substitute products can alter the competitive environment within which an organisation operates. A new process or product may render an existing product useless for instance the rise of Airbnb. The bargaining power of suppliers is not remarkably high within the Premier Inn. It can be argued that the bargaining power of buyers within Premier Inn is low. In relation to the fact that the greater the bargaining power of consumers, the greater is their ability to depress organisations’ profitability, Premier Inn remain profitable and maintaining its market share.
Premier Inn operates in a highly competitive industry but has been consistent as a brand. Johnson (2017) goes on to define this rivalry as being influenced by forces but also depends on the concentration of organisations in the marketplace and their relative market shares, the rate of industry growth, the degree of product differentiation, and the height of exit barriers. 
Conclusion: 
Premier Inn has achieved a significant amount in the past few months to improve its capabilities and ensure that it has a strong platform in place to deliver viable growth in the current climate in the UK and internationally. Although progress is continued to be made whilst maintaining a workable balance sheet despite a decline in revenue, Premier Inn needs to be weary of expanding too fast due the uncertainty of the current market. Although the current crisis is due to the global pandemic, the economy will certainly take longer to recover than had previously been anticipated.
Positively, Premier Inn remains the hotel group with the highest value for money. Internationally, Premier Inn’s acceleration in expanding into Germany has created a strong foundation which enables longer-term growth and hopefully replicating the same success it had in the UK.


References:
 https://www.whitbread.co.uk/our-brands/premier-inn (accessed 18/01/2021)
 https://www.premierinn.com/gb/en/hotels.html (accessed 18/01/2021)
https://www.whitbread.co.uk/our-brands/premier-inn (Accessed 15/12/2020)
https://yougov.co.uk/topics/travel/explore/brand/Premier_Inn (Accessed 15/12/2020)
https://www.premierinn.com/gb/en/business/international-development.html (Accessed 15/12/2020) Premier in sees expanding to Germany as an opportunity for fast growth.
https://www.oxfordeconomics.com/ (accessed 18/12/2020)
The Guardian 2018 Premier Inn unveils no-frills hotel brand with pod-style rooms https://www.theguardian.com/business/2018/oct/22/more-room-at-premier-inn-no-frills-hotel-brand-unveiled (accessed 18/01/2021)
The World Health Organisation 2020 https://www.who.int/news/item/27-04-2020-who-timeline---covid-19 (accessed 18/12/2020)
‘MarketLine Industry Profile: Hotels & Motels in Germany’ (2016) Hotels & Motels Industry Profile: Germany, pp. 1–36. Available at: https://search-ebscohost-com.ezproxy.uwtsd.ac.uk/login.aspx?direct=true&db=hjh&AN=121525589&site=ehost-live (Accessed: 15 December 2020).
IMF https://www.imf.org/external/datamapper/profile/ADVEC (accessed 19/01/2021) 
IMF https://www.imf.org/external/datamapper/NGDP_RPCH@WEO/OEMDC/ADVEC/WEOWORLD/ARG?year=2021
Marketing Week Reporters (2018), How Premier Inn proved the value of service https://www.marketingweek.com/premier-inn-proved-value-service/ (accessed 18/01/2021)
Bloom,N, Kose,A, and Terrones, M. IMF Held Back by Uncertainty, Finance & Development, March 2013, Vol. 50, No.1 https://www.imf.org/external/pubs/ft/fandd/2013/03/bloom.htm (accessed on 18/01/2021)
Whitbread Financial Report Interim FY21 https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/2020-interim-results-presentation.pdf (accessed 18/01/2021)
The Scotsman, Bradley, J. November 2020, Historic Aberdeen Ardoe House Hotel and Spa falls into hand of liquidators https://www.scotsman.com/business/consumer/historic-aberdeen-ardoe-house-hotel-and-spa-falls-hand-liquidators-3037360 (accessed 18/01/2021)
Tribe, J., 2010. Strategy for tourism, Oxford: Goodfellow Pub. https://r2.vlereader.com/Reader?ean=9786000040482 (accessed 19/01/2021)
https://www.gov.uk/guidance/working-safely-during-coronavirus-covid-19/hotels-and-other-guest-accommodation (accessed 19/01/2021)
Whitbread PLC 2020 https://www.whitbread.co.uk/~/media/Files/W/Whitbread/press-releases/interim-results-2020.pdf (accessed 19/01/2021)
Bank of England (2021) https://www.bankofengland.co.uk/boeapps/database/Bank-Rate.asp (accessed 19/01/2021)
Bank of England (2021) https://www.bankofengland.co.uk/monetary-policy/inflation (accessed 19/01/2021)
Dann, G (1981) Tourist Motivation: an appraisal. Annals of Tourist Research, 8, 187-219
Johnson, G., 2017. Exploring strategy : text and cases Eleventh., https://r1.vlereader.com/Reader?ean=9781292145136 (accessed 20/01/2021) 
Griffiths, Wall & Wall, Stuart, 2011. Economics for business and management 3rd ed., Harlow: Financial Times Prentice Hall. https://r2.vlereader.com/Reader?ean=9780273762409 (accessed 22/01/2021)


2

image1.png
Prifysgol Cymru
¥ Drindod Dew Sant

J University of Wales
Trinity Saint David




image2.png
IMF DataMapper Real GDP growth (Annual percent change)
10

-10
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
@® Emerging market and developing economies @ Advanced economies @ World

©IMF, 2020, Source: World Economic Outlook (October 2020)




