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Management for the hotel industry is demonstrated as the procedure for overseeing the financial aspects in a hotel for helping with customer service and overall decision-making. Accounting is a language that communicates economic information to the individuals who have interest in the business (Drury, 2021).  If a service department of any organisation can produce revenue, they are only adjusted based on the department’s costs and the net amount of the cost is offset after allocating to other departments in the organisation (Seal, 2019). The purpose of the assignment is to outline the issues faced by City Hotel while operating in the UK market. The overview will provide an evaluation of the trends based on revenue, expenses, liquidity, profitability and solvency. The second question will justify the reasons for the fall in the city hotel’s financial performance. The final question will outline a turnaround strategy that will confirm that the City Hotel is capable to mitigate the negative impact of its operations. 
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Revenue 
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Figure 1: Trends in Revenue 
(Source: created by me)
From the above figure, it is observed that there has been an upward and a downward trend in the overall revenue figures in the past 3 years. The upward trend in the revenue was observed to be increasing from £5,248,290 in 2021 to £5,307,480 in 2022. As opined by Diem et al. (2021), an upward trend in the revenue figures is a demonstration that the company is undergoing significant growth by attracting more customers and selling numerous products and services. However, the downward trend was observed at £5,307,480 in 2021 to £2,325,440 in 2023. A downward trend for the city hotel was considered to be a sign of economic weakness that was driven by the factors such as weaker demand, profits declining and economic conditions being unfavorable. 
Expenses 
	Particulars		
	2021
	2022
	2023

	Cost of goods sold
	411,600
	401,510
	176,250

	Employee costs
	1,724,760
	1,770,700
	1,233,160

	External expenses
	1,894,720
	1,675,410
	1,071,030

	Taxes and duties (excluding income tax)
	144,070
	133,020
	88,950

	Depreciation and amortization
	409,190
	634,030
	661,590

	Charges to provisions
	-
	-
	55,550

	Other current operating income and expenses
	40,520
	25,030
	41,100

	Other operating income and expenses
	-
	11,000
	216,650

	Total Expenses
	4,624,860
	4,650,700
	3,544,280



Table 1: Total cost of City Hotel 
(Source: created by me)
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Figure 2: Expenses of City Hotel 
(Source: created by me)

From the observed figures, it is indicated that the expenses of the city hotel decreased from £4,624,860 in 2021 to £3,544,280 in 2023. However, in the year 2022, the expenses increased significantly to £4,650,700 indicating a rise in the overall operating costs that can hamper the business’ operations. Despite the fall in expenses, the fall in revenue was much more significant that resulted in the fall of the company's profits hampering its operations. 











Ratio figures 
	Ratios
	Formulas
	2021
	2022
	2023

	Profitability
	
	
	
	

	Gross Profit Margin
	Gross Profit / Net Sales x 100
	92.16%
	92.44%
	92.42%

	Operating Profit Margin
	Operating Profit / Net Sales x 100
	12.65%
	12.71%
	-52.41%

	Return on Assets
	Net Income / Total Assets
	5.13%
	4.24%
	-7.77%

	Return on Equity
	Net Income / Shareholders Equity
	29.44%
	26.12%
	-86.41%

	Liquidity
	
	
	
	

	Current Ratio
	Current Assets / Current Liabilities
	0.97
	0.93
	0.64

	Quick Ratio
	Current Assets - Inventory / Current Liabilities
	0.94
	0.92
	0.62

	Solvency
	
	
	
	

	Debt-to-Equity Ratio
	Total Debt / Total Equity
	3.77
	4.31
	8.80

	Equity Ratio
	Total Equity / Total Assets
	0.17
	0.16
	0.09


Table 2: Ratio analysis
(Source: created by me)
Profitability 
From the profitability margin, the gross profit figures of the company increased from 12.65% to 12.71%. A growth in the operating profit margin is an indication that it is able to manage its costs and enhance its operations (Nariswari and Nugraha, 2020). However, from the tenure of 2022 and 2023, numerous profitability figures such as return on investment, return on net worth and operating profit margin decreased to -7.77%, -86.41% and -52.41% respectively. The justification for the downfall of return on assets is the rise of liabilities that increased each year from £10,684,940 in 2021 to £14,243,390 in 2023. On the other hand, lower operating income also resulted in lower equity returns. 
Liquidity 
From the liquidity figures, it was observed the current ratio and quick ratio figures are below 1. As per the statement of Effiong and Ejabu (2020), a current ratio of below 1 means that the company does not have enough liquid assets for meeting its short-term assets. It was observed in all the three years where the current ratio decreased from 0.97 in 2021 to 0.64 in 2023. Similarly, the quick ratio figures also decreased from 0.94 in 2021 to 0.63 in 2023 highlighting the incapability of not being able to pay the short-term expenses through the most liquid assets. 


Solvency 
In terms of the solvency ratio, there was a rise in the debt to equity ratio from 3.77 in 2021 to 8.80 in 2023. A higher debt to equity ratio means that the company is at a higher risk since the company is borrowing more money to manage its finances compared to the implication of its equity (Lumbantobing et al., 2020). This can also create a risk for the company in the long-run. Similarly, the equity ratio of the company also decreased from 0.17 to 0.09 negatively impacting the company’s operations. 
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According to the real-world events, impact of the pandemic has had a negative impact on the hotel sector. For instance, the turnover within the hospitality sector remained below the 2019 levels throughout the pandemic with May 2021 turnover being 25% lower than May 2019 (Ons, 2021). Similarly, the global event of the Russia-Ukraine war also resulted in pushing up energy prices to £141 million more triggering poverty in the UK and in the world (Lawson, 2023). This resulted in the fall of the operating profit levels from £664,610 in 2021 to £1,218,850 in 2023. There was also a significant rise in the crude oil prices highlighting a negative impact on the expenses that rose significantly. As an example, the expenses increased from £4,624,860 in 2021 to £4,650,700 in 2022. 
Another negative impact of the UK economy was the fall in GDP growth from 8.7% in 2021 to 0.1% in 2023 (Statista, 2024). A fall in GDP growth was an indication that the consumer demand fell in the UK and that the economy was expanding slowly. This resulted in the fall in the revenue and the profits ultimately leading to lower productivity levels due to lack of manpower based on the hampered labour market of the UK. Based on consumer demand, the median disposable household income was observed to be at 34,500, a decline from the figures of 2.5% from 2022 (Ons, 2024). A fall in the disposable income in an economy is a demonstration that consumer demand has been significantly declining resulting in lower revenue and profits. As an example, the revenue fell significantly from £5,248,290 in 2021 to £2,325,440 in 2023. 
[bookmark: _Toc182414863]“Develop a comprehensive turnaround strategy to revitalise the hotels’ financial health and restore its reputation, or the most viable financial outcome for the owner.” 
The turnaround plan that helps the administration of the hotel to improve the reputation and enhance its financial condition is addressed underneath: 
Cost Optimisation and Revenue Diversification: One of the key elements of the turnaround strategy is cost optimisation along with the expansion of revenue streams. The hotel should adopt the porter’s cost leadership strategy which focuses on driving down the cost of operations while maintaining a competitive pricing (Ali and Anwar, 2021). The cost can be optimised through renegotiating suppliers’ contracts, minimising the energy usage by efficient systems, and adjusting manpower depending on the changes in demand levels. Moreover, the diversification of revenue is important as dependence on single revenue streams is dangerous during the economic downturns. The business can expand its revenue streams by offering additional services such as event packages, wellness retreats and bundled deals to attract disparate customer segments in the market. Expansion of services is important to ensure that income is derived from many operations rather than solely the renting of rooms.
Improving Customer Experience and Reputation: Improving customer service and the quality of the guest experience is crucial to enhance the reputation of the business. The staff training and development is essential to improve the customer experience and reputation so therefore, the employees must be engaged in training by focusing on specific areas such as customer care, communication and problem solving skills to offer a high standard of hospitality. Getting feedback from the guests through surveys and reviewing their comments from online platforms is crucial (Vo et al., 2022). The hotel should make a follow up on the comments made by guests, whether good or bad to show concern on the issue. Customer retention will be achieved through implementing a loyalty program where clients get additional benefits such as discounts or free upgrading upon their next visit. These measures will increase customer experience, hotel reputation and word-of-mouth marketing.
Market Positioning and Differentiation: The market repositioning is crucial for the recovery of the hotel in the marketplace. The administration of the hotel must adopt the differentiation at a moderate price approach from the Bowman’s Clock Strategy (Bridges, 2024). By offering unique services such as themed rooms, personalised services and offering eco-friendly practices, they can differentiate themselves from their rivals in the market without having to raise the prices higher. Moreover, they can also differentiate by targeting niche markets such as environment friendly tourists or travellers accompanied by a family. With the focus on sustainability initiatives, the business can attract the growing segment of sustainable customers. Therefore, by providing the customer with different value, the hotel will be able to attract the loyal customers and strengthen its market positioning. 
Financial Restructuring: Managing the financial health of the hotel requires attention to its capital structure. The hotel has high levels of debt and liquidity problems so they should consider capital structure theory because it suggests the optimal mix of debt and equity in order to minimise cost of capital and maximise firm value (Khan et al., 2021). The management must renegotiate the loan terms to lower the interest rate or extend the repayment period to solve cash flow issues in the business. Equity investors or strategic partners can also generate new cash flows required for improvements. Financial restructuring should also address cash management which assures the proportion of operating costs to revenue. Furthermore, this will enhance liquidity which makes it possible for the hotel to reinvest in its market, services and assets improvement. 
Digital Marketing for Reputation Enhancement: It is significant for every company to have a strong image on the internet in the modern world. It is highly advisable for the City Hotel to utilise the social media marketing, SEO and the Internet-based reviews to promote the business, gain more positive testimonials which attract more consumers. Apart from this, the hotel can appeal to new stakeholders presenting different features, availability, experiences and incentives. The different social media platforms and initiatives increase the brand visibility as well as reputation in the marketplace (Febrian et al., 2022). Paid promotions on Google and social networks allow focusing on concrete customers who would like to book. Using the online presence and engaging in responses to customer reviews would go a long way to enhance the hotel's image by informing potential guests that their opinions are valued by the hotel. 
Therefore, this strategy helps the administration of the hotel to strengthen its financial position as well as help them to improve their reputation in the market. 
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Conclusion
The financial problems in the business have been caused due to the external factors such as the pandemic, increased energy expenses, and economic downturns. Apart from this, the turnaround strategy that focuses on cost efficiency, revenue diversification, customer satisfaction, positioning, financial rebalancing and digital marketing help the business to enhance its financial situation along with the reputation. By using these strategies, City Hotel is able to overcome the financial problems, increase the number of customers and attain sustainable development in today’s competitive environment.
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