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Executive Summary
This report compares and contrasts two hotel brands, Shangri-La and Premier Inn, with reference to revenue generation, market positioning, sustainability, and anticipated development across the two businesses besides their CSR contribution. Shangri-La, a luxury brand, derives significant revenues and operating margins from speciality restaurants, gaming, cruises and luxury villas. In contrast, Premier Inn, an economy hotel business, derives revenues from its rooms and meeting high occupancy rates. This is a evidence of Shangri-La higher operating cost compared to Premier Inn, the last being is a lower-cost operation Firm. Shangri-La is at the luxury level, targeting the high-end travelers while Premier Inn targets cost-conscious travelers,  mostly in United Kingdom. They both have clear differential growth prospects for the Shangri-La which seeks to tap the emerging markets and Premier Inn that looks forward to a wider, international market. Consequently, regarding CSR, initiatives are as follows: Shangri-La specifies luxury environmentally friendly projects whereas Premier Inn is aimed at energy-saving concepts and minimum waste production. Recommendations may include the need for Shangri-La to develop sources of diversified revenue and to enhance its online presence, while Premier Inn needs to extend on its market penetration and need to keep operating expenses minimal.
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1. [bookmark: _Toc179411197]Introduction
The hospitality industry refers to many services, from luxury hotels to low-cost hotels, wherever Shangri La falls into a different business model than Premier Inn. Shangri-La Hotels was established in 1971, which is a luxury hotel company that offers services with quality in other prime locations of the world. However, the company that was founded in 1987 is the Premier Inn, which focuses on the low-price segment. Based in the UK and Europe, Premier Inn offers mostly budget motels targeting families, business people, single business travellers, and those on an affordable budget. The analysis of the financial management of Shangri-La Hotels and Premier Inn hotels is provided below to meet the objective of the report. Its goal is to evaluate what steps each organisation takes to create and control income streams and how it situates itself in the market and drives growth from new opportunities. This analysis will focus on four main areas of comparison: total sales, market share, growth prospects, and measurable organisational commitment to CSR. 
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Figure 1: Shangri-La Hotel, London
[image: London Hotels | Premier Inn]
Figure 2: Premier Inn Hotel, London
2. [bookmark: _Toc179411198]Total Revenue Comparison
[bookmark: _Toc179411199]Revenue Generation
Shangri-La Hotels sells their products through completely different channels, which reflect their business models, as well as Premier Inn Hotels. Being an upscale hotel chain, Shangri-La's major sources of income are the revenues earned from the room rates, food and beverages services including, spas & other related services, and corporate events & meetings services. Furthermore, continuing on the theme of highly specialised services, Shangri-La presents a range of premium services, delivery with personal cars, and privileged privileges for premium clients, which ensure increased margins (Bas and Sivaprasad, 2022). Premier Inn earns its revenues mainly based on the high level of room sales, cooperation with corporate partners, and location-based pricing strategies (Jones and Comfort, 2021).
[bookmark: _Toc179411200]Revenue Trends
Total revenue changes for both of the hotels have been volatile because of changes in macro-environmental factors such as the business cycle, customer tastes, and changes in the external environment. Shangri-La has experienced the impact of its revenue changes concerning the travelling patterns in the global market, exchange rates, and the kind of services that are associated with luxury (Mahathaven, 2023). Shangri-La has been negatively affected by its sales due to adverse business cycles, including the global financial crisis and the recent COVID-19 pandemic, which lowered the rate of luxury travel. Though the expenditure in the luxury travel and services segment is low during the economic recession during the period of economic jackpot the brand has gained from the increased spending (Gursoy et al., 2022). It is known that Premier Inn has higher levels of revenue volatility compared to other hotels because it works under the budget segment, which is less sensitive to economic crises and provides more stable demand rates (Alrawadieh et al., 2021). 
[bookmark: _Toc179411201]Cost Structure

	Cost Categories
	Shangri-La Hotels (Luxury Segment)
	Premier Inn Hotels (Budget Segment)

	Operating Costs
	$892 million (includes utilities, hotel operations)
	£1.2 billion (includes basic hotel operations, utilities)

	Labor Costs
	40-45% of total revenue (due to high service level staffing needs)
	25-30% of total revenue (due to lower service level)

	Supply Chain Costs
	$260 million (premium materials, luxury amenities)
	£500 million (budget-friendly supplies and amenities)

	Marketing & Advertising
	$50 million (focus on luxury branding, international presence)
	£120 million (focus on high-volume, price-sensitive customer segments)

	Maintenance & Renovation
	$100 million (luxury maintenance and renovations)
	£60 million (lower-cost, basic maintenance)

	CSR and Sustainability Efforts
	$10 million (eco-luxury initiatives, social responsibility programs)
	£10 million (energy efficiency programs, CSR initiatives)




Shangri-La Hotels’ labour cost is high because their luxurious service delivery involves many personnel. This perhaps explains why Premier Inn enjoys lower labor costs bearing in mind the company does not offer very many services. Indirect costs differ significantly in Shangri-La because it is a luxury hospitality and requires better supplies compared with Premier Inn which strives to keep supplies cost low. The expense of marketing and branding is comparatively higher for Premier Inn since both marketers market their products to a large mass, price-conscious segment while Shangri-La is in the luxury segment with its focus on high-net-worth individuals (George, 2021). 
[bookmark: _Toc179411202]Revenue Diversification
Unlike most hotels, the Shangri-La Hotels draws a large part of its revenues from luxury service offerings that incorporate pampering services like spas, restaurants, and business meetings. These services have better margins and are offered to customers who are willing to spend a lot of money (Kee et al., 2020). The brand also utilises cross-country locations to feed on a worldwide market to guarantee income from different markets. As a result, the occupation of hotel rooms and corporate affiliation is the strategic formula adopted by Premier Inn through its budget strategy (Page and Connell, 2020). Moreover, it has revenue sources in other related operational models, such as business travel management companies that manage travel arrangements for corporations.
[image: ]
Figure 3: Premier Inn UK revenue
Source: (Annual Report, 2023-24)
[bookmark: _Toc179411203]Market Position
[bookmark: _Toc179411204]Shangri-La Hotels
Shangri-La is located in a flagship property, i.e. The Shard in London. It is known for its luxurious accommodations, as well as the beautiful scenic views from the hotel (Wolseley, 2020). This is the reason the customers of Shangri-La hotel belong to the elite class, like business travellers, and luxury seekers. The rooms of the hotel start from the 34th floor. Further, the location of the hotel differentiates it from its competitors due to the building it is located in and the landscapes captured from the building, including the beautiful skyline of London. The Shangri-La hotel competition includes The Ritz, The Langham, and The Savoy. The unique selling point of Shangri-La, i.e. the Asian culture incorporated into the western culture sets it apart from the other hotels. The challenges faced by the hotel include creative innovations from the competitors of the luxury hotels, Brexit, and fluctuations in the economic trend (Kulakhmetova et al., 2022). 
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Figure 4: 	Financial Result of Shangri-La hotel in 2022
Source: (Shangri-La hotel Annual Report, 2022)
[bookmark: _Toc179411205]Premier Inn Hotels
Premier Inn is well known as a budget hotel, which is also among one of the leading brands in the country. Premier Inn owns around 8000 hotels and more than 80,000 rooms. Due to the largely operating hotel, the competitions also include large-scale hotels, like Travelodge and Holiday Inn. Further, Premier Inn focuses more on the domestic market, rather than the international image, providing it a stronger grasp over the local hotels. The value proposition of Premier Inn includes providing its customers good value for money through budget-friendly deals, which attract both leisure-friendly travellers, and business travellers. Further, the Premier Inn has a strong digital presence, which enables their customers to gain a smooth booking operation, and user-friendly apps (Gursoy et al., 2022). The main challenge faced by Premier Inn incorporated the pandemic, due to which the sales of the hotel were highly affected. This was due to the large-scale operations and negative impact on the economies of scale of the hotel (Popsa, 2021). 
[image: ]
Figure 5: Financial Position of Premier Inn in 2020
Source: (Premier Inn Hotel Annual Report, 2020)
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Figure 6: Number of Premier Inn hotels in the UK and Ireland 2012-2024
Source: (Statista, 2024)

[bookmark: _Toc179411206]Comparison of the Market Position of Both Hotels
Both the hotels have a high variation in their market segments, as Premier Inn adheres to a low, or medium budget, however, Shangri-La operates in the luxury market, and so the budget of the hotel is also high (Botti, 2023). Further, Premier Inn is more focused on its domestic image, and emphasizes more on the domestic strategies. Meanwhile, Shangri-La is more focused on maintaining its global presence by highlighting its Asian culture. Premier Inn focuses on budget-friendly travellers. However, Shangri-La focuses on high-end business travellers who seek luxury more than budget. 
[bookmark: _Toc179411207]Growth Potential
[bookmark: _Toc179411208]Expansion Strategies
Premier Inn’s expansion strategy refers to three different aspects: international, domestic, and sustainability. Premier Inn focuses on building their hotels at locations that are near to offices, busy areas, airports, and city centres. Further, their international expansion strategy focuses mainly on tourist countries like Germany. They adhere to sustainability in their hotels through energy efficiency and integrating technology into their designs like booking apps, and contactless check-in, and outs. On the other hand, Shangri-La creates its expansion strategy according to luxury, recognition, and targeting a larger market. They emphasize on limited expansion, yet focused on major targets, like The Shard in London. Moreover, they adhere to personalization in luxury, and partnerships, with Michelin star restaurants (Ren et al., 2021). 
[bookmark: _Toc179411209]Market Opportunities
Market opportunities for both hotels include various factors. In terms of Premier Inn, market opportunities are low-budgeted, including digital growth, regional growth, and sustainability initiatives. The digital growth refers to the expansion of their digital services for achieving streamlined, and seamless operations for their customers. This is also to attract tech-savvy customers and to reduce operational costs. Further, their sustainability initiatives can also help them in becoming more environmentally conscious. This might include reducing their plastic use, and adhering more energy-efficient measures (Hassanien and Dale, 2019). However, Shangri-La’s market opportunities belong to the luxury context, such as, expansion of their wellness services, exclusive programs, and luxury events. Their wellness programs refer to their spa services, which might be expanded through adding customization into the guest experience. Further, they also have an opportunity of introducing loyalty programs for their special customers in terms of their exclusive experiences. Holding large-scale business events, and luxury events also pose as an opportunity for them, as their customers mostly belong to the business, and elite class like celebrities (Kee et al., 2020).
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Figure 7: Premier inn share of hotel rooms in the United Kingdom (UK) 2011-2021
Source: (Statista, 2016)

[bookmark: _Toc179411210]Barriers to Growth
Premier Inn’s barriers to growth include the market saturation. This means that Premier Inn has already opened its branches in various locations, that now if they further think to expand domestically, they would not have any areas left. Further, the challenges faced due to economic downturns, like inflation can cause a risk to Premier Inn’s growth. Shangri-La’s barriers to growth differ, including the increasing expectations of the luxury sector, limited market segment, and environmental expectations. The target market of Shangri-La can expect more of them in terms of personalisation, luxury, and their services, which might cause hurdles for the hotel to fulfil. Further, they are limited to high-class individuals, and elite business class which can also lower their growth chances. Furthermore, the luxury class is starting to get more environmentally conscious, causing higher expectations from the brands they use and the places they stay, including Shangri-La (Geerts and Masset, 2022).
[bookmark: _Toc179411211]Comparison of Scalability and Future Growth Potential of Both Hotels
Scalability refers to how much the hotel can change in terms of size and expansion. As Premier Inn functions in a mid-level budget market and is limited to domestic geographic locations, it has the potential of achieving real estate flexibility, meaning opening hotels in small, rural locations. Further, they can also purchase franchises in the international market. Similarly, the future growth potential of Premier Inn is high since it has various countries to enter into, and targets mid-level budget customers in those countries as well. Shangri-La adheres a low scalability potential, since it has limited its services to specific markets. However, the future growth potential of Shangri-La, is high as they can personalize their long list of services, and target other customer segments. 
3. [bookmark: _Toc179411212]Financial Commitment to CSR of Both Hotels
	
	Shangri-La Hotels
	Premier Inn Hotels

	CSR and Sustainability Efforts
	$10 million (eco-luxury initiatives, social responsibility programs)
	£10 million (energy efficiency programs, CSR initiatives)



The key areas of focus of Premier Inn’s financial commitment to CSR include a £10 million budget, mainly consisting of energy efficiency and CSR initiatives like sustainable construction and waste management. On the other hand, the same financial amount is dedicated by Shangri-La for CSR, which includes indulging in local partnerships and investing in sustainable operations. They focus on eliminating the use of single plastics in their hotel, to achieve the eco-luxury initiative. 
[bookmark: _Toc179411213]Recommendations
[bookmark: _Toc179411214]For Shangri-La Hotel
Shangri-La hotels should start incorporating differentiated customer segments into their target market and target audience. This is achievable through lowering their budget for some customers, and introducing programs in their CSR initiatives, which will provide the low-budget customers the same personalised service the luxury seekers get from Shangri-La. Moreover, they can increase their scale, to saturate the domestic market by their presence, rather than only focusing on international locations. 
[bookmark: _Toc179411215]For Premier Inn Hotel
Premier Inn should start considering increasing its profitability through CSR initiatives, which will help them in seeking environmentally woke clients. This way, they can also add value to their services and generate a higher amount on their services. Further, Premier Inn should start grasping the international market, to initiate setting a global footprint. Moreover, Premier Inn is required to adhere to digital transformations to attract high-quality seekers and high-end clients. 
4. [bookmark: _Toc179411216]Conclusion
This report focused on the two prominent, and significant hotels, i.e. Shangri-La, and Premier Inn. However, these hotels highly differ in their market segments. This report highlighted each of their market segments, market positions, and the challenges faced due to the difference in operations. It also stated their expansion strategies, which helped in differentiating strategy adherence due to a budget variation. Moreover, the report listed the results of both hotels’ financial statements, including an explanation of their CSR initiatives, and budget. Recommendations were also mentioned in the report to encourage the company to perform better and achieve growth in the hospitality industry. 


5. [bookmark: _Toc179411217]References
Alrawadieh, Z., Alrawadieh, Z. and Cetin, G., 2021. Digital transformation and revenue management: Evidence from the hotel industry. Tourism Economics, 27(2), pp.328-345.
Bas, T. and Sivaprasad, S., 2022. An Exploratory Insight into the Impact of COVID-19 on the Travel and Tourism Sector: UK Evidence. Bas, T. & Sivaprasad, S.(2022). An exploratory insight into the impact of COVID-19 on the travel and tourism sector: UK evidence. In S. Karabulut (Ed.), Economic and Financial Analysis of Global and National Developments, pp.355-369.
Botti, G., 2023. Architecture for Leisure: Living the “Generic City”. In Designing Emerging Markets: A Quantitative History of Architectural Globalisation (pp. 443-509). Singapore: Springer Nature Singapore.
Geerts, A. and Masset, J., 2022. Luxury tourism through private sales websites: Exploration of prestige-seeking consumers’ motivations and managers’ perceptions. Journal of Business Research, 145, pp.377-386.
George, R., 2021. Tourism and Hospitality Marketing Principles. In Marketing Tourism and Hospitality: Concepts and Cases (pp. 3-31). Cham: Springer International Publishing.
Gursoy, D., Buttle, F. and Bowie, D., 2022. Hospitality marketing: Principles and practices. Routledge.
Gursoy, D., Buttle, F. and Bowie, D., 2022. Hospitality marketing: Principles and practices. Routledge.
Hassanien, A. and Dale, C., 2019. Hospitality business development. Routledge.
Jones, P. and Comfort, D., 2021. Modern slavery statements and leading UK hotel companies. Athens Journal of Tourism, 8(3), pp.147-162.
Kee, D.M.H., Ang, Z.L., Woh, M.T., Soleimani, M., Jayant, J., Quttainah, M.A. and Pandey, R., 2020. Shangri-La Hotels and Resorts’ People and Culture Strategy in Deriving Employee Satisfaction. Advances in Global Economics and Business Journal, 1(1), pp.1-11.
Kulakhmetova, G., Aktymbayeva, A., Assipova, Z., Baoleer, B. and Koshkimbayeva, U., 2022. Current Problems In The Tourism And Hotel Industry Taking The World's Tourist Cities As An Example. GeoJournal of Tourism and Geosites, 43(3), pp.841-849.
Mahathaven, M.T.W., 2023 Soleimani, M., Jayant, J., Anwar, M. and Quttainah, R.P., Shangri-La Hotels and Resorts’ People and Culture Strategy in Deriving Employee Satisfaction.
Page, S.J. and Connell, J., 2020. Tourism accommodation and hospitality services. In Tourism (pp. 216-241). Routledge.
Popsa, R.E., 2021. HOTEL INDUSTRY-TRENDS AND PERSPECTIVE IN THE CONTEXT OF COVID-19 PANDEMIC. Quaestus, (18), pp.178-186.
Premier Inn Hotel Annual Report, 2020 [Online Available]: https://cdn.whitbread.co.uk/media/2021/02/12122648/pihl-accounts-final-signed.pdf [Accessed Date]: 9/Oct/2024
Ren, L., McKercher, B. and Shih, C.L., 2021. A Retrospective Examination on the Development of a Teaching Hotel: From strategic to operational success. Practical Learning in Hospitality Education.
Shangri-La hotel Annual Report, 2022. [Online Available]: https://sitecore-cd.shangri-la.com/-/media/Project/Shangri-La-Group/Investor/Files/Public-Disclosures/Latest-Top-Publications/e0069_230418_AR.pdf [Accessed Date]: 9/Oct/2024
Spanaki, M.Z., Papatheodorou, A. and Pappas, N., 2021. Tourism in the post COVID-19 era: evidence from hotels in the North East of England. Worldwide Hospitality and Tourism Themes, 13(3), pp.357-368.
Statista, 2016. [Online Available]: https://www.statista.com/statistics/755691/premier-inn-share-of-hotel-market-rooms-united-kingdom-uk/ [Accessed Date]: 9/Oct/2024
Statista, 2024. [Online Available]: https://www.statista.com/statistics/739855/whitbread-premier-inn-hotels/ [Accessed Date]: 9/Oct/2024
Tan, Y. and Despotis, D., 2021. Investigation of efficiency in the UK hotel industry: A network data envelopment analysis approach. International Journal of Contemporary Hospitality Management, 33(3), pp.1080-1104.
WhiteBread PLC Annual Report. 2024 [Online Available]: https://cdn.whitbread.co.uk/media/2024/05/Whitbread-PLC-Annual-Report-and-Accounts-2023_Single_pages-1.pdf [Accessed Date]: 9/Oct/2024
Wolseley, T., 2020. Vertical horizons: The shadow of the shard. Re-centring the city: Global mutation of socialist modernity, pp.199-208.
image5.png
Premier Inn Hotels Limited

(Registration number: 0S137608)
‘Statement of Financial Position as at 27 February 2020

‘Now-current ssts
Inangibl asses
Propen. plantand equipment

Right ofse ssets

Currentssets

T nd o secivabes
(ot andcash eqivalents

Assets beld fo sl
Total ssets

Current labilties:
Trade and ot payables
Cuea ta bl

Accruals andcotret abilis

e porion o ong s sbilis

‘Now-current biltes
Long tem ks ibiliis

Deferd ta sl
Tota abilies:
Netasets

Equity
Callod p sharecapial
Retained camings

n
I
1
2

is
1

"
0

27 February
020
fonn

s
o208
12,
ases

PRV}

—onoe

L0ra37)
BLom)

Qe

35208

200000
93529

(s restted)
28 February
il
o

6
e
sis00

Lesa%
sunes

2231
2
san

s
som

500

enes
22
ases
(10590

s717)
(500,156

1613666
2500

i)

Lo 137

200000

sos137




image6.png
s 7 853 .
500
o
<
w00
«
400 L]
200

© Stacista 2024 &

© Additional Information Show source @




image7.png
-
a
nx nx
°
10%
£ <
=
o «
o
o ]
o
20m 2013 2015 2017 2019 2021+

© Stacista 2024 &

© Additional Information Show source @




image1.jpeg




image2.jpeg




image3.png
UK PERFORMANCE
Premier Inn UK

Stottory revene 2 ase 1%
Other income (xciuting renal ncome) = s amn
Operating costs beore deprecaton amertsation

narent amy ass ex
Adused EBrTOAR Tom s e
Nt urnover rent an rental income. = 1 amn
Depreciton Fight-of-use asset aw am e
Depreciton and smortsation: Other asy  asy  an
Rdusted operating ot e
Inteest: Losse iy aw  am  on
‘Adusted prof befors ET TR
PeT margins' FES TR
Roce sse  uaen zeoms





image4.png
Consolidated Revene 12410 175%
EBITOA of the Company and is subsidaries 128 w
Effectiveshare of BITDA of the Company, subsidaries and associates 180 se%
Profit/(loss) attributable o owners of the Company

Operting tems 16 (1532) Toas

Non-operatingtems. 31 74 M
Total (1s83) %06 as5%
Loss per share (US conts per share) (as0) ®13) s
Net assets atrbutable to owners of the Company 52580 58643 0%
Net asset per share atrbutable to owners of the Company (USD) 147 164 0%




