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​ 
​ Introduction  
The urban restaurant, bar and event venue City Hotel’s financial performance is analysed in this case study. Revenue, occupancy, and customer happiness are falling in this business. The owner wants expert analysis and turnaround strategy for business viability issues. This case study examines the City Hotel's three-year income, expenses, profitability, liquidity, and solvency. The income statement and balance sheet analysis will show the hotel's finances. The hotel's profitability, liquidity, and solvency will be measured by financial ratios. Hotel profitability loss will be examined utilising economic and real-world elements. Finally, the owner will receive specific turnaround advice to boost the hotel's profitability and reputation. This study will identify important difficulties and offer solutions for this tough market.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
[bookmark: _Toc181821751]Evaluation of the trends and patterns of financial performance  
The City Hotel's three-year financial analysis evaluates revenue, costs, profitability, liquidity, and solvency. Financial ratio calculation and interpretation complete the hotel's financial picture.  
Revenue: Urban Heights Hotel's revenue fluctuated throughout three years. Revenue climbed to 5,307,480 in 2022 from 5,248,290 in 2021. Moderate growth may indicate targeted marketing, excellent service, or favourable market conditions that attract guests. Customer reviews, promotions, and seasonal demand affect hotels. Revenue fell to 2,325,440 in 2023. This sharp drop suggests deeper difficulties. Urban hotel competition, changing consumer tastes, or economic worries that affect discretionary expenditure may explain this reduction (Woodhall and Stuttard, 2023). Customer demand and behaviour may have changed following COVID-19. The hotel's early growth from 2021 to 2022 shows operational strengths, but the revenue reduction says it has to rethink its operations, market positioning, and customer interaction. Successful revenue recovery requires understanding consumer preferences.  
Expenses: Urban Heights Hotel spent 4,584,130 in 2021 and 4,632,750 in 2022. Revenue growth and rising expenses may indicate operational costs or deliberate spending to increase service and customer satisfaction. Staff pay, facility maintenance, and guest-attracting marketing are examples (Madura, 2021). Total expenses rose to 3,329,390 in 2023, maybe due to customer experience or market expectations. Revenue decline may have necessitated employment, service, and operation cost reduction. However, rising spending and dwindling revenue cast doubt on the hotel's cost control. Cost optimisation failed to recover 2023 revenue.  
	Ratios 
	Formula 
	2021 
	 
	2022 
	 
	2023 
	 

	
	
	Calculation 
	Result  
	Calculation 
	Result  
	Calculation 
	Result  

	Operating Profit Margin 
	Operating Income / Revenue * 100 
	664160 / 5248290 * 100 
 
	12.63% 
	674730 / 5307480 * 100 
 
	12.70% 
	(1218850) / 2325440 * 100 
 
	-52.45% 

	Net Profit Margin 
	Net Income / Revenue * 100 
	333930 / 5248290 * 100 
 
	6.35% 
	304650 / 5307480 * 100 
 
	5.74% 
	 (1134950) / 2325440 * 100 
 
	-48.78% 

	Current Ratio 
	Total Current Assets / Total Current Liabilities 
	1891970 / 1957360 
 
	0.97 
	1965340 / 2107750 
 
	0.93 
	1285880 / 2014600 
 
	0.64 

	Quick Ratio 
	(Total Current Assets - Inventories) / Total Current Liabilities 
	 (1891970 - 2920) / 1957360 
 
	0.94 
	(1965340 - 36350) / 2107750 
 
	0.92 
	 (1285880 - 29470) / 2014600 
 
	0.62 

	Debt-to-Equity Ratio 
	Total Liabilities / Total Equity 
	10684940 / 2256180 
 
	4.73 
	13338050 / 2583030 
 
	5.16 
	14243390 / 1410580 
 
	10.09 


 
Profitability: The operating profit margin is what remains after expenses. The operational profit margin rose from 12.63% in 2021 to 12.70% in 2022. These years showed modest growth due to operational efficiency or cost reduction. The operating profit margin dropped to -52.45% in 2023, creating concern. The hotel's negative profit reflects lower sales and greater costs. The abrupt change requires a thorough review of operating procedures and market conditions (Johnson, 2023). Net hotel profit margin evaluates profitability after taxes and interest. Despite constant revenue, the net profit margin fell from 6.35% in 2021 to 5.74% in 2022. Net profit margin fell to -48.78% in 2023, matching operational profit. Due to this reduction, the hotel may need rapid strategic action to cut costs, enhance revenue, and stabilise finances.  
Liquidity: The current ratio measures the hotel's ability to cover short-term obligations with short-term assets. The 2021 current ratio was 0.97, indicating liquidity concern because current obligations surpassed current assets. Short-term responsibilities may be difficult in 2022 as liquidity declined to 0.93. The current ratio declined to 0.64 in 2023, signalling liquidity issues. At this level, the hotel may struggle to cover liabilities, threatening operations (Drury, 2021). The quick ratio measures liquidity more accurately by eliminating inventory from current assets. Excellent liquidity was shown by the 2021 quick ratio of 0.94. In 2022, the quick ratio fell to 0.92 despite strong liquidity management. The quick ratio dropped to 0.62 in 2023, indicating liquidity issues. The hotel needs cash flow management and liquidity solutions due to declining current and quick ratios.  
Solvency: The hotel's debt-to-equity ratio shows its financial leverage and solvency. The hotel was highly funded in 2021 with 4.73 debt-to-equity. The 2022 increase to 5.16 signals greater borrowing for operations or expansion (Seal and Rohde, 2019). The 2023 debt-to-equity ratio was 10.09, signalling an issue. This high ratio may limit hotel funding and raise financial risk during recessions.  
Urban Heights Hotel's income and spending data indicate strategic and operational changes. These issues must be addressed for the hotel's survival. The hotel can improve performance and reputation by understanding market trends, client preferences, and cost management (Walker, 2021). Urban Heights Hotel's financials show risky profitability, liquidity, and solvency. Operating and net profit margins plummeted, indicating operational issues. Rising debt-to-equity ratios increase financial leverage and risk exposure, whereas liquidity ratios decrease short-term responsibilities.  
 
[bookmark: _Toc181821752]Key reasons behind the decline in profitability 
Actual events and economic conditions affected the City Hotel's profitability. This analysis highlights five recession causes using real-world instances.  
Impact of the COVID-19 Pandemic: Worldwide hospitality has suffered from COVID-19. Health issues, travel restrictions, and lockdowns kept tourists away from City Hotel. Marriott International's second-quarter 2020 sales fell 90% (Polemis, 2021). City Hotel revenue declined due to lower demand. After restrictions were lifted, consumers avoided hotels for safety, slowing recovery. In 2023, pandemic effects increased market uncertainty and lowered hotel profits.  
Rising Operational Costs: Hotel operation costs increased post-pandemic. City Hotel may have paid more for sanitation, staff training, and health. The American Hotel and Lodging Association claimed that higher room cleaning costs £7,000 (Kopit, 2024). Meanwhile, inflation raises food, utility, and maintenance costs. The National Restaurant Association reported 8.5% of menu pricing increases in 2021 due to rising food costs (Sharma et al., 2021). Without room rate increases, City Hotel's profitability would suffer. 
Labour Shortages and Increased Wage Costs: The outbreak has caused hotel labour shortages, increasing competition for trained personnel. As City Hotel pays attractive rates to fill vacancies, it may struggle to recruit and retain talent, raising labour expenses. Subedi and Kubickova (2023) reported a 10% hospitality employment vacancy rate in 2021, up from previous years. To attract workers in 2022, Hilton raised wages by 10% despite strong competition. Labour shortages may increase over time, lowering pay. An insufficient workforce can influence service, client happiness, and repeat business.  
Shifts in Consumer Preferences: In recent years, the epidemic and changing values have affected consumer preferences. Many travellers increasingly prioritise flexibility, health, and safety in accommodations (Ntounis et al., 2021). City Hotel may need to adjust its offers to suit demand. Reservation modifications and cancellations are free at Marriott and Hilton. This flexibility draws guests. City Hotel may lose market share if it doesn't adapt to customer tastes. Without safety and flexibility, hotels risk losing consumers to competitors.  
Increased Competition and Market Saturation: City Hotel competes with chain hotels and Airbnb-like short-term rentals. Hotels struggled as metropolitan short-term rental listings surged 20% in 2022 (Kopit, 2024). These options let vacationers compare prices, amenities, and unique experiences. Short-term rentals in New York have increased, reducing hotel bookings. Hotels may drop prices to attract tourists and reduce revenues during price wars. City Hotel has to stand out in this competitive market.  
Economic Recession and Decreased Consumer Spending: Economic recessions reduce consumer expenditure, hurting hospitality. Travel spending like hotels decreases during recessions. City hotel occupancy and ADR may have dropped as consumers prioritised necessities above leisure. The IMF predicted a 2023 worldwide recession, tightening household budgets (CBRE, 2024). Companies and individuals cut business and leisure travel in this environment. City Hotel must modify prices and promotions to attract budget-conscious customers because discretionary money influences hotel income. Maintaining service quality while adapting to the economy will fix these difficulties and boost revenue.  
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Figure 1: Key Reasons 
Source: (Ntounis et al., 2021) 
City Hotel's profitability is dropping due to COVID-19, rising operating costs, labour concerns, consumer preferences, and competition (Mohammad et al., 2022). Prioritise service quality, customer response, and cost control to fix these issues. City Hotel may improve its financial performance and competitiveness by learning from real-world experiences and adjusting to hospitality.  
[bookmark: _Toc181821753]Turnaround Strategy for the City Hotel 
City Hotel needs a turnaround strategy that focuses on operational efficiency, marketing, customer experience, and financial restructuring to restore its finances and image. Holistic solutions address diminishing profitability and position the hotel for growth.  
Operational Efficiency Improvement: Profit maximisation and cost reduction depend on operating efficiency. A thorough operational audit may reveal workforce, procurement, and service delivery inefficiencies (Uyar et al., 2020). Property and revenue management solutions boost operations and pricing. Data analytics forecasts demand and manages manpower and inventory, saving money. Staff training in service methods boosts productivity, customer happiness, and referrals.  
Marketing and Brand Repositioning: A personalised marketing strategy can boost City Hotel's image and retention. A brief brand statement should highlight the location, facilities, and exceptional service. Social media and OTAs boost hotel traffic (Camilleri, 2021). Package deals with local companies and tourism attractions can boost guest satisfaction and bookings. SEO and ORM boost hotel reviews and internet presence.  
[image: 18 Best SEO Tools to Use for Organic Traffic in 2024] 
Figure 2: SEOs 
Source: (Mohammad et al., 2022) 
Enhancing Customer Experience: Client experience determines City Hotel's reputation. Guest surveys and internet reviews may suggest improvements. Rewards for returning customers boost retention (Shin et al., 2021). Teaching personnel to provide excellent service and customise client experiences can boost ratings and recommendations. Improved in-room amenities, facilities, and business and family experiences can attract customers.  
Financial Restructuring: City Hotel must review its finances for long-term stability. Renegotiating loan terms may improve repayment. Grants and loans can assist hospitality industry revitalisation and operational changes (Palepu and Healy, 2020). A detailed financial analysis should show cost-cutting methods including renegotiating supplier contracts, reducing energy use through sustainability, and comparing staff to occupancy.  
Diversifying Revenue Streams: Revenue increase reduces room booking dependency. Weddings, conferences, and business meetings are offered at the City Hotel. Entertainment, catering, and tourism agreements with local businesses produce cash (Torrell, Alarcón and Perez, 2020). Yoga retreats and spa packages may draw health-conscious vacationers. Flexible meeting spaces with modern amenities may attract business clients seeking training or seminars.  
Utilising Technology for Competitive Advantage: Tech improves operations and guest happiness. For shifting health issues, contactless check-in and check-out can improve operations and safety. CRMs boost conversions with tailored marketing (Fatima and Elbanna, 2020). Social media and targeted digital advertising can boost brand awareness and attract youthful, unique-experience seekers.  
Strengthening Community Engagement: Community involvement can boost City Hotel's reputation. Collaboration with schools, organisations, and tourism boards benefits communities. Hosting local events or using the hotel can build ties and publicity (Bartolacci, Caputo and Soverchia, 2019). Ecological approaches and supporting local companies can make City Hotel appear responsible and community-minded.  
Operational efficiency, marketing, customer experience, financial restructuring, income diversification, technology use, and community participation can help City Hotel recover and expand (Uyar et al., 2020). By addressing profitability and reputation losses, the hotel may improve its market position, attract loyal customers, and secure long-term financial stability.  
[bookmark: _Toc181821754]Conclusion  
The City Hotel's revenues and profitability are falling. A thorough three-year financial evaluation reveals essential improvements. Market study is necessary to understand client preferences and competitive positioning, according to key findings. Quality service enhances client satisfaction, loyalty, occupancy, and revenue. Cost management optimises operations and cuts waste to boost revenues. A comprehensive recovery strategy that tackles these areas will help the hotel recover financially. New business, better service, and cost control helped recover the hotel's reputation. These tactics will combat the decline and secure long-term success in the hotel industry. The City Hotel will recover financially and grow sustainably with this strategy. Supporting these reforms will boost market resilience and adaptation.  
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