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[bookmark: _Toc180072806]Executive summary
Shangri-La Hotels and Premier Inn hotels differed with different approaches prior to and after the pandemic. Shangri-La maintained its lead in customer service and cost, while Premier Inn was a budget resort and domestic guest house. Shangri-La’s privileged status and social responsibility help it scale at sustainable rates through acquisitions in Asia, for example. Revenue growth for the long term can be generated by catering to premium customers. Premier Inn has a low cost strategy and they have primarily caters to corporate travellers and tourists from within the nation. If occupancy rate is now 82.7% at a 5% rise, this will generate an annual increase in turnover of £65m. Updates that cater to the business travellers, domestic expansion growth, are also encouraged.
[bookmark: _Toc180072807]Introduction
The hotel business has experienced major shifts all around the world over the last couple of years, thanks to the COVID-19 pandemic. Besides influencing the supply-demand ratio, the pandemic also brought new strategy and business models to the market. The Luxury Hotels like Shangri-La Hotels and the lower branded Hotels like Premier Inn both suffered differently but demanded and revenues shifted significantly.
In this study, we examine the business performance, strategic position and future opportunities of the Shangri-La and Premier Inn hotel chains. We aim to analyse both companies' revenues, competitive strategies and business models related to post-pandemic redesign. In this study, we will use Porter's strategic model as well as Bowman's strategy clock to show how they position themselves in the market and what opportunities they have for future growth.
[bookmark: _Toc180072808]Shangri-La Hotels Analysis
[bookmark: _Toc180072809]Total Revenue
Figure 1 shows a V-shaped recession in Shangri-La Hotels' revenue from 2018 to 2023, with a 35% drop, indicating a sharp decline and recovery (Gregory et al., 2020). Compared to a 19% decline in the UK's service sector during COVID, Shangri-La's drop was above average, reflecting the trend that luxury services face steeper declines during crises (Shen, 2022).


1. Figure: Shangri-La Hotels total revenues per year from 2018-2023 in million USD. Source: own editing based on Shangri-La Group 2018; 2019; 2020; 2021; 2022; 2023


2. Figure: Declines in consumption in China, the United States, the United Kingdom, France and Germany for products and services during the Covid-19 pandemic. Source: own editing based on Remes et al. (2020)
The data show operating costs fell by 39.56%, gross profit by 80.54%, and cost of sales by 45.82%. Stable operating costs during a crisis indicate efficient cost management (Sukhina et al., 2021; Rounaghi et al., 2021). However, the W-shaped recession in gross profit, less favorable than a V-shaped recovery, suggests that initial recovery may have been misleading (Flór, 2020).

3. Figure: Gross profit vs. cost of sales vs. operating costs per year from 2018-2023 in million USD in case of Shangri-La Hotels. Source: own editing
Looking at customer demographics, we can infer higher income customers based on the prices. The figures below illustrate the age and gender distribution.
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4. Figure: Age distribution of Shanri-La's customers. Source: Similar Web (2024).
[image: A képen szöveg, képernyőkép, diagram, Betűtípus látható
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5. Figure: Gender distibution of Shanri-La's customers. Source: Similar Web (2024).
As of October 2024, Shangri-La has a market capitalization of 2.69 billion USD and is the 3778th most valuable company in the world based on this indicator, but I could not find specific data on market share.
[bookmark: _Toc180072810]Porter Strategic Model Approach for Shangri-La Hotels
Moving on to the Porter Strategic Model, we can already talk about the market position. Since luxury hotels usually operate with a differentiating strategy, you can see in the figure below that RevPAR fell by an average of 36.34 percent from 2021 to 2022, so even though their income or profit may have fallen, luxury hotels still gave up little on average in terms of room prices. As a comparison, I have chosen hotel chains whose number of properties is close to Shangri-La. Shangri-La reduced its prices the most drastically, by nearly 80%, Shangri-La the least, by 50%.



6. Figure: RevPAR vs. Competitors, 2018-2023 (USD)
Porter's (1980) model of "competitive advantage" and "competitive scope" outlines generic strategies, showing how firms position themselves. Luxury hotels, like Shangri-La, use differentiation by offering unique services and targeting niche markets, often through distinct marketing (Silva et al., 2018). Shangri-La emphasizes Asian cultural values, as reflected in its commitment to traditional, thoughtful hospitality (Shangri-La Group, n.d.).
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7. Figure: Porter strategies. Source: own editing
There are no figures in the Cost Leadership and Cost Focus quadrants in the figure, as they are not relevant to the premium market strategy of Shangri-La and its competitors.
[bookmark: _Toc179142096][bookmark: _Toc180072811]The Shangri-La Hotels Demand and supply analysis
The data show that Shangri-La's supply remains constant at 41,037 rooms, while demand fluctuates with price changes. 50% decline in sales shows that its customers are price sensitive. This fits with Shen’s (2022) finding that the market for luxury goods and services goes into a tailspin when there is a crisis, as we see at Shangri-La.

8. Figure: Development of demand and supply for the Shangri-La hotel chain, 2023 (Price-demand-supply function). Source: own editing


[bookmark: _Toc179142097][bookmark: _Toc180072812]Bowman’s strategy clock of Shangri-La Hotels
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9. Figure: Bowman’s Strategy Clock: Competitive Positioning of Luxury Hotel Chains in 2023. Source: own editing
The Bowman strategy clock shows how companies can compete in the market based on price and added value (Villagrasa et al., 2021). Shangri-La is in zone 4, in the "high differentiation" category, offering a premium price with a high customer experience (in 2023, ADR: 173 USD, occupancy rate: 62%). Conrad Hotels is similarly located in Zone 4, ADR in 2023: around USD 190. Ritz Carlton follows the "focused differentiation" strategy, where the ADR is 180 USD. Marriott and Hilton are more in zone 3, the "hybrid" category, where they offer a premium experience at a medium price (ADR: 160 USD). W Hotels is also in Zone 4, ADR: US$150. Ultra-luxury hotels such as The Plaza Hotel and The Lover's Deep Submarine belong to the "risky high margins" zone, with high prices and a small clientele (The Plaza Hotel ADR: USD 300, fictitious figure). The Hotel President Wilson, which is not a hotel chain, can and does use monopoly pricing, offering ultra-exclusive experiences for $80,000 per night.
[bookmark: _Toc180072813]Brand identity, sustainability and CSR
According to Shangri-La's 2023 annual report, donations and other charitable expenditures for the company's CSR activities totalled US$2.39 million during the fiscal year. Lho et al. (2019), CSR initiatives have a positive impact on the perception of luxury brands. Franco et al. (2019) research showed that the relationship between CSR and financial performance is U-shaped: the benefits are felt only when companies engage in a sufficiently high level of CSR activity.
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10. Figure: Shangri-La Brand identity Prism. Source: own editing
An important element of Shangri-La Hotels & Resorts' branding strategy is the application of the Brand Identity Prism model, which includes six key areas: physical appearance, personality, culture, self-image, reflection and relationship. Shangri-La hotels are premium category, located in luxury buildings in major cities around the world, and by 2023 they already had 91 hotels (Shangri-La Group, 2023). The appearance of their buildings is characterized by a combination of Asian architectural elements and modern luxury trends, which sets them apart from the competition.
Shangri-La positions itself among the best luxury hotels in the world, especially in Asia and the Middle East. Based on the 2023 annual reports, the company has a capital value of 46.63%, which provides it with a strong financial background for further expansion (Shangri-La Group, 2023). Their guests mainly belong to the upper middle class and the wealthier strata, for whom luxury, comfort and unique experiences are of prime importance.
[bookmark: _Toc180072814]Premier Inn Analysis
Revenues from 2018 to 2023 showed significant fluctuations, reflecting a V-shaped recovery from the COVID-19 crisis, with the lowest point in 2021 at £590 million (Whitbread Annual Reports 2018-2023). Neither the low-budget nor the luxury segments were spared by the crisis, although the demand for cheaper accommodation, such as Premier Inn, did not disappear as travelers appreciated the cheapness. The smaller price difference between high-end hotels and lower-end hotels may have led more people to the more expensive services, after savings, in search of the good.

11. Figure: Premier Inn total revenues from 2018-2023 in million £). Source: own editing
[bookmark: _Toc179142102][bookmark: _Toc180072815]Analysis of Porter's strategic model and competitive advantage in the case of Premier Inn
Premier Inn's main competitive advantage is economies of scale, particularly in the UK market where it has 840 hotels. The company offers rooms at low prices while maintaining low operating costs. In 2023, Premier Inn had 83,500 rooms, a RevPAR value of £82.7, and an occupancy rate of 82.7% (Whitbread Plc, 2018-2023).

12. Figure: RevPAR vs. Competitors (2018-2023). Source: Own editing based on Whitbread Plc, 2018-2023; Accor, 2018-2023; Hilton, 2018-2023; TVL Finance PLC, 2023; Travelodge, 2018, 2022; 
Premier Inn's cost leadership strategy prioritizes low prices with quality, focusing on cost efficiency through tech improvements like digital check-ins and sustainability measures (Whitbread PLC, 2024). Unlike luxury brands that market sustainability as exclusivity, Premier Inn uses it for cost reduction.
[image: A képen szöveg, képernyőkép, Betűtípus, tervezés láthatóAutomatikusan generált leírás]
13. Figure: Porter's strategic model: Premier Inn's position between cost leadership and differentiation
According to Porter’s competitive advantage model, described in the figure, there are four categories of hotel chains:
· Pricing Insights: Premier Inn keeps costs, prices low to appeal to masses.
· Differentiation: Hilton Garden Inn, Novotel and Ibis stand out in the mid-range market with higher prices but better services.
· Cost Focus: Travelodge targets specific target groups with low costs.
· Differentiation Focus: No hotel chains were included in this category, as the luxury segment is not relevant here.
[bookmark: _Toc179142103][bookmark: _Toc180072816]Supply and Demand Analysis of Premier Inn
Premier Inn's demand is driven by domestic tourism and business travelers, with 90% of guests from the UK during summer 2020 as restrictions eased (Whitbread PLC, 2020; 2021). Competitive pricing sustained demand, and business travel recovery helped stabilize it in 2021. Although COVID-19 caused demand fluctuations, growth resumed from 2022, mainly in domestic markets (Whitbread PLC, 2021–2023). With a stable supply of 80,000 rooms, Premier Inn adapted well to market shifts, maintaining long-term stability, supported by strong domestic travel demand post-pandemic (Whitbread PLC, 2021).
The figure below shows the evolution of supply and demand.

14. Figure: Development of demand and supply for Premimer Inn 2018-2023. Source: own editing
[bookmark: _Toc179142104][bookmark: _Toc180072817]Bowman’s Strategy Clock for Premier Inn
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15. Figure: Bowman's Strategy Clock for Premier Inn. Source: own editing
The figure shows where Premier Inn and its competitors are positioned based on Bowman's strategic clock, which shows each brand's price position and customer perceived value. Premier Inn is in the "Low Price" category, which focuses on low prices and average customer value. Also in the low-price segment are Travelodge and EasyHotel, which follow a similar strategy. The Differentiation category includes Hilton Garden Inn and Novotel, which offer services in a higher price range but still for mid-range customers. Competitors in the "Focused Differentiation" segment, such as Moxy Hotels and Radisson RED, offer higher prices while emphasizing a unique and youthful design that represents special value to their target clientele.
[bookmark: _Toc179142105][bookmark: _Toc180072818]Brand identity prism of Premier Inn
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16. Figure: Premier Inn’s Brand identity prism. Source: own editing
I created the brand identity prism based on the documents of Whitbread PLC (2018-2023), i.e. the annual reports of Premier Inn, which contain a lot of information about consumers, the purpose and mission of the brand. Their physical appearance includes simple, modern buildings that are easily recognizable by the familiar logo and branding. The rooms are comfortable, clean and offer basic services. The Premier Inn personality is reliable, practical and friendly. The hotel chain aims to create a homely and comfortable environment at an affordable price, especially for business travellers and families. The relationship with their guests is strong, which is strengthened by consistent quality and reliability. Premier Inn makes itself attractive to guests with its loyalty programs and continuous promotions, so that business travellers and families would become regular returning guests (Whitbread PLC, 2023). Premier Inn's culture is built on simplicity, efficiency and affordability. It focuses primarily on business travellers and families, especially in the UK, where it also reflects local hospitality values. The self-image that guests develop is that they are cost-conscious travellers who make good value for money decisions. Premier Inn's target group is primarily cost-conscious business travellers, families and domestic tourists looking for comfortable, affordable accommodation in a good location.
[bookmark: _Toc180072819]Recommendations
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17. Figure: revenue in the Travel & Tourism market of Asia. Source: Statista (2024)
If Shangri-La expands an additional 15% in these regions by 2025, revenues could increase by as much as 20%. This conclusion can be drawn based on the revenue figures for 2022-2023 as well as the continued growth potential of the Asian markets.
The figure above shows that an upswing is expected in the hotel and travel sectors in the regions. For example, for Mainland China, revenues will increase from US$429 million in 2022 to US$702 million in 2023, an increase of over 63% in one year. We saw a similar increase in Singapore, where there was a 33.8% increase (from USD 197 million to USD 264 million). These growth rates indicate that the Asian markets, particularly the regions prioritized by Shangri-La, continue to show high demand for luxury hotel services.
Mainland China: Based on current revenue of US$702 million, a 15% expansion could add another US$105 million. This could result in total revenue of $807 million, an increase of over 16%.
Singapore: With a similar 15% expansion, 2023 revenue of $264 million could increase by another $39.6 million to $303.6 million, an increase of nearly 15%.


	 
	2023
	2022

	 Hong Kong
	304
	156

	Mainland China 
	702
	429

	Singapore
	264
	197

	Malaysia
	104
	77,1

	The Philippines
	134
	79,6

	Japan
	50
	32

	Thailand
	62
	33

	France
	54
	50

	Australia
	85
	76

	United Kingdom
	60
	55

	Mongolia
	20
	13

	Sri Lanka
	33
	20

	Other countries 
	48
	38


1. Table: Shangri-La Revenues by Region in million USD 2022-2023. Source: own editing
For business travellers, if Premier Inn's current occupancy rate of 82.7% in 2023 increases by another 5% to 87.7%, a significant increase in revenue is expected. Since Premier Inn has 83,500 rooms, the increase in occupancy directly affects the number of room nights used, and thus the revenue.
Premier Inn has 83,500 rooms. Annual number of available room nights:
83,500 rooms × 365 days = 30,477,500 room nights per year. With 82.7% occupancy (in 2023) 30,477,500 × 82.7% = 25,209,007 utilized room nights. Utilized room nights after expansion (with 87.7% occupancy): 30,477,500 × 87.7 % = 26,723,448 used room nights. Additional used room nights: 26,723,448 - 25,209,007 = 1,514,441 additional used room nights per year. Revenue growth (based on RevPAR of £43 in 2023): 1,514,441 room nights × £43 = £65,120,963 additional revenue per year. Consider to launch or innovate services designed specifically for business travellers. That could be a change in check-in and check-out hours, better work spaces (coworking), or the expanded use of contactless digital technologies.
The recommendation is the option of late check-in, early check-in, and especially late check-out, because Kottayil and SampathNagi (2017) most guests consider check-in/check-out policies to be the most unethical thing in hotels.
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Decline in consumption during the covid-19 epidemic
relative value of decline in the case of physical products	
China	USA	UK	Germany	France	-0.05	-0.01	-0.06	-0.03	-0.05	relative value of decline in the service sector	
China	USA	UK	Germany	France	-0.12	-0.1	-0.19	-0.1	-0.12	



gross profit vs. cost of sales vs. operating costs per year from 2018-2023 in million USD 
cost of sales (million USD)	
2018	2019	2020	2021	2022	2023	1113.3	1108.5999999999999	600.6	696.5	775.6	975.1	gross profit (million USD)	
2018	2019	2020	2021	2022	2023	1404.6	1322.6	257.39999999999998	989.1	686.5	1166.7	operating costs (million USD)	
2018	2019	2020	2021	2022	2023	743.8	739.8	447.1	451.9	527.1	650	




RevPAR (Revenue Per Available Room) USD	
y2018	y2019	y2020	y2021	y2022	y2023	y2018	y2019	y2020	y2021	y2022	y2023	y2018	y2019	y2020	y2021	y2022	y2023	y2018	y2019	y2020	y2021	y2022	y2023	Shanri-La	Conrad Hotels	W Hotels	Ritz Carlton	85	81	40	51	64	108	265.81	195.86	70.23	132.32	192.52	272.60000000000002	253.18	244.11	47.52	152.07	216.02	214.88	267.85000000000002	294.94	119.92	253.78	304.97000000000003	317.64999999999998	


Price-demand-supply function 
Price	
200	180	160	140	120	100	Demand (1000)	
287.25899999999996	274.9479	135.4221	160.04429999999999	172.3554	254.42939999999999	Supply (1000)	
410.37	410.37	410.37	410.37	410.37	410.37	



Premier Inn total revenue (million £)
total revenue (million £)	
2018	2019	2020	2021	2022	2023	1907	2049	2072	590	1703	2508	


RevPAR (Revenue Per Available Room) £
premier inn	
2018	2019	2020	2021	2022	2023	49.85	48.99	46.91	9.02	28	43	Novotel	
2018	2019	2020	2021	2022	2023	40	40	16	21	39	60	Travelodge	
2018	2019	2020	2021	2022	2023	41.11	42.46	33.4	52.59	59.14	Hilton Inn	
2018	2019	2020	2021	2022	2023	65.7	74.3	54.4	83.9	77.2	Ibis	
2018	2019	2020	2021	2022	2023	51.85	50.79	45.81	22.3	27.1	40.409999999999997	



Demand and supply for Premimer Inn 
RevPAR £	49.85	48.99	46.91	9.02	28	43	Occupancy Rate (1000 rooms)	66.215500000000006	65.13	63.710500000000003	24.548999999999999	57.030500000000011	69.054500000000004	Supply (1000 rooms)	83.5	83.5	83.5	83.5	83.5	83.5	



Total revenues per year (million USD)
total revenue (million USD)	
2018	2019	2020	2021	2022	2023	2517.9	2431.1999999999998	858	1241	1462.1	2141.8000000000002	
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