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Executive Summary
The hotel analysed in this case study is Urban Heights Hotel which highlights the profitability decline in its revenue over the last three years and the probable reason behind such consequences has been elaborated in the report. Apart from that, it has also developed some strategies intending to the betterment of the financial health and restoring the reputation of the hotel.

Table of contents
Executive Summary.......................................................................................................................2
Introduction....................................................................................................................................4
Discussing the trends and patterns of the Urban Heights Hotel.....................................................5
Reasons for declination in the profitability....................................................................................7
Strategies to strengthen financial health and regain reputation......................................................9
Recommendations.........................................................................................................................10
Conclusion....................................................................................................................................10
References.....................................................................................................................................11




Introduction
Financial management is one of the essential measures for every business entity as the overall business performance highly depends upon their financial operations. It is to be said that effective business operations require standard financing in order to continue further business actions. Financial management helps entities to uplift their business ideas through operating effective financing allocations and budgeting measures. It will elaborate on the revenue expenses their profitability and other measures. There will also be an identification of the reasons behind the decline in their profitability and some strategies represented in the report for the betterment of the financial health of the hotel. 


Discussing the trends and patterns 
The actions that businesses take to improve their operational performance are referred to as business trends. Every business has its desired goals and objectives and in order to achieve such factors there are certain plans and strategies present that they implement into their business. The trends and patterns followed by the financial performance of the hotel in the past three years are represented in the following.
Revenue
Every business entity follows certain revenue generation patterns to maintain its financial flows. From the given financial data, it has been stated that the hotel discussed has experienced a decrease in their revenue trends in the last three years. It has been seen that the hotel generated revenue of around £2,500,000 in 2021 and it became £1,800,000 in 2023. This decrease in the overall revenue of the entity indicates poor financial management which has been highly interrupted in the past two years. However, the financial performance of the entity was effective in the year 2021 (Tranter et al., 2014).
Expenses
The financial performance of a business also depends on the expenses that are incurred by the entity. There are different expenses operated by entities such as the operating expenses which refer to the daily expenses incurred by an organisation. The hotel’s operating expenses have decreased in subsequent years, leading to a profit deficit. There has been a huge interruption identified in their operating expenses which has led them to pay higher expenses than usual. It is clearly visible that the hotel management has changed their operation pattern in their expense measure and as a result, they faced such a situation (Seal et al., 2008).
Profitability
The trends of profitability refer to the profit generation by an entity compared to a specific time period. For example, it can be said that it is the growth rate of an entity compared to the past years. The provided information depicts that the hotel generated a net income of £700,000 in 2021 which is defined as a quite profitable achievement by the hotel. The organisation dealt with higher operating expenses in 2022 which made them see an interruption in their profitability trends as the income declined to £200,000 and the next year, they even faced a loss (BBC, 2024).
Liquidity
This respective measure refers to the ability to pay the short-term obligation on an entity through its assets. It has been seen that the hotel has also been operating a declining trend in its asset amounts. This refers to a deteriorated financial performance by the organisation as liquidity measures of the hotel were also seen to decrease including profitability and revenue generation (Forbes, 2024).
Solvency
The term solvency refers to the ability of the organisation to meet its long-term financial commitments which are basically known as its noncurrent liabilities. The total liability of the hotel was observed by having a slight uprise in the following years which derives a comparatively effective maintenance in the liability measures. It is essential to maintain the liabilities in order to maintain efficient financial performance (Forbes, 2024). 


Reasons for declination in the profitability 
Poor financial management:
The above passage has already mentioned that financial management is highly essential for effective cooperation in every organisation. The information provided by the entity showcased a significant decrease in their profitability measures as well as their income (Grundy et al., 2022). These consequences commonly happen due to poor financial management there are certain rules and practices that make an organisation operate the managerial actions. The procedure of preparing budgets and the process of determining the decisions for further business action should be considered each and every factor related to the organisation. The hotel provides restaurant facilities and bar facilities which should be maintained in a significant way so they can provide enough hospitality to their customers. There has been a lot of financial software launched into the business market that helps the entities to operate effective management. Lack of such measures the hotels failed to maintain their efficiency towards their profit generation (Heald and Hodges, 2020).
Lack of innovation:
The current business market is continuously upgrading through adopting new technologies and applications in order to achieve their desired goals and objectives effectively. This frequently upgrading business environment has made business operations more complex and to remain in such a competitive market, entities should develop innovative approaches in their businesses (Mariani and Wirtz, 2023). The Urban Heights Hotels might provide a restaurant, bar and event facilities, still, they faced such a decline in their revenue due to the lack of innovation in their organisation.  There are several competitive hotels present that provide the same accommodations with exquisite services developed by innovative approaches. Thus, the hotel generated a lower revenue as they did not opt for any innovative business action to deal with such competitive markets whereas a rise in AI tools and other software usage has been identified in the other businesses of the United Kingdom (Mariani and Wirtz, 2023).
Higher costs after the Pandemic 
The sudden arrival of the COVID-19 pandemic has been affecting the growth of the hospitality sector in the UK. Unemployment has reduced but after 2021, most of the sectors are witnessing a shortage of employees and the cost of wages has risen as well. After COVID-19, people who lost their jobs have shifted their profession from hospitality to other sectors (theguardian, 2022). Currently, the insecurity which is visible in the hospitality sector has made this time difficult to retain their business. New employees who are getting hired are demanding higher wages than previous times. Not only the wages, but the cost of materials used to give better service to the people also has faced high demand. The Urban Heights Hotels’ financial performance has become lower from the time of the pandemic. Therefore, the operating expenditure of the Urban Heights Hotels has been increasing and the operating expense has reached £2,300,000 in 2023 (Statista , 2020).
Rise of Inflation 
The inflation in the United Kingdom has reached a peak of double digits which is more than 11% in 2022. But currently, the economic inflation has been controlled and the Bank of England has specified it to a resting stage of below 3.5% as of March 2024. The effect of the pandemic and the pause in the economic strain of the country have affected sales to their maximum level. Nevertheless, the effect will continue in 2021 (Jones and Comfort, 2020). The holiday centers, camps and even the service in the accommodation sector increased up to 17.8% from the previous years. The consumer price index or the CPI has been noted as increasing in the United Kingdom and reportedly reached the highest to date. Therefore, with the increasing inflation in this sector, it can be understood that the number of tourists visiting The Urban Heights Hotels has reduced and they are also spending less on these goods and services (ONS, 2022). 


Strategies to strengthen financial health and regain reputation  
Expenditure should be controlled
The management should be trained in such a way so that they can control the accountability of The Urban Heights Hotels. The financial accounting department should be strong enough to endure the cost and the savings according to the total inflow of the business cost. The over-expenditure should be controlled by the revenue collection. Since the operating expenditure has been increasing from 2021 to 2023 it can also be understood that over-expenditure has been taking place. Moreover, the financial accounting department will be planning the cost expenditure as per the business requirements. The business administration should be properly functioning so that visitors get proper service quality. The importance of strong management will be beneficial to keep the finances strong (GOV.UK, 2023). 
Social networking 
The company administration needs to collaborate with existing business ventures so that help can be attained accordingly. The need for proper functioning is very important so that any loopholes can be mended. The tourism enthusiast has to be contacted so that the network of visitors can be increased. Besides, advertising social networking is good for promoting a better understanding of the market valuations. The necessity of networking lies in bonding over a business where assistance can be helpful to make the base stronger. Analytical tools can be highly recommended so that the earnings become a solid revenue cash without the extra expenditures (Ntounis et al., 2022). 
Taking a loan for a short-term period or arranging investors
The current situation of The Urban Heights Hotels might not be allowing the hotel to run their expenses properly, to start the business again a small loan with a lower interest can be benefitting. The assets which are still present are not required to keep in the mortgage yet a loan from a bank can be sanctioned. Individuals or investors as organisations should be welcomed so that the amount of cash and equivalent can be addressed for a strong purpose (Spanaki et al., 2021). 


Recommendations 
Low price and affordable service 
The Urban Heights Hotels should be giving people service at a low cost. The plans and the packages should be provided at a very reasonable price. The affordability range of the customers has to be met to get the attention of many people. The increased price should be brought into an equilibrium state. The offers have to be produced so that the people of the United Kingdom can afford them easily. Attractive offers will also be helping the hotel to promote their business. 
Advertising 
The first step towards gaining more revenue will be advertising The Urban Heights Hotels which will be including all other services. The advertising will announce some of the offers which can attract more people to visit the hotel. Digital advertising will be helpful for this strategy. Collaborating with influencers at a very minimum cost can also boost bookings in The Urban Heights Hotels. The website of the company has to be introduced with SEO advancements. 
Conclusion 
The statement of financial position and the income statement of The Urban Heights Hotels show that the current revenue collection of the hotel has been dropping. The operating expenditure is comparatively high, and the net income has been running at a loss. The reasons for getting the revenue lower taking real events into consideration are the inflation in the economic state of the United Kingdom, the rise of costings in the hospitality sector, the pandemic and many other causes. The three consecutive years from 2021 to 2023 have been facing loss at a particular rate. To uplift the business, some of the strategies have to be considered by The Urban Heights Hotels in order to maintain the short-term and long-term goals. The recommendations of the strategies are basically investing in advertising, controlling expenses with the help of planning the procedure, social networking, giving offers and providing service in an affordable range. Following these strategies will easily lift up the business of The Urban Heights Hotels and prepare them to fight against the issues. 
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