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Executive Summary

Over the last few years, the City Hotel, which is located in an urban environment, has been struggling with multiples problems. For example, the hotel has been experiencing decrease in revenue, low room occupancy levels, and decline in customer satisfaction levels which raise doubts over its economic stability going forward. This paper analyses the period of financial performance of the hotel from the year 2021 to 2023 focusing on underpinnings of the problems and suggests measures that would alleviate them and reposition the hotel in a healthy or competitive market.
The hotel’s financial performance has suffered a big decline as revenue has decreased from 5.3 million £ in the year 2021 to 2.3 million £ in the year 2023. This has led to an operating loss of 3 million £. The profits have been greatly affected by high employee cost as well as outside costs. There has also been a reduction in liquidity and an increase in the company’s long-term borrowings which has affected the company’s financial position further. Operational inefficiencies such as excess unexploited goodwill and underutilized physical assets have made the situation worse. Poor occupancy rates point to a weakness in marketing and that there are no unique features . There are also situations which the hotel cannot control such as higher threat of competition such as Airbnb. 
In order to combat these issues, the recommended reorganization strategic plan focuses on enhancing revenue management, reducing costs, improving operations, and intensifying marketing activities. The revenues can also be stabilized by introducing revenue management practices or active dynamic pricing where prices will be adjusted according to the different demand levels throughout the year and introducing other business activities such as events and fine dining. Better management of labour costs will be achieved through staff scheduling and cross-training of employees, as well as suppliers price reduction and green energy technologies implementation. Improvements of the facilities and use of spaces that are not in active use can lead to better guest satisfaction and more revenue. The hotel will also need to resort to focused digital marketing campaigns and customer loyalty programs in order to revive its image and widen its market coverage.
If these actions will be implemented successfully, within the first year City Hotel may expect an increase revenue Initiatives to cut down expenses are anticipated to boost operating margins in the range of 10 – 12 percent while the level of customer satisfaction and brand awareness will create an advantage for the hotel. By putting in place monitoring and strategic adjustments The City Hotel not only will be able to recuperate its losses but to set the right groundwork for development in the hospitality industry in the future.
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1 Introduction
City Hotel, a hospitality establishment situated in an urban environment, features a restaurant, bar, and event facilities. While the hotel is well located with various services at its disposal, the hotel has not performed well over the past few years in terms of revenue, occupancy rates, and even customers’ satisfaction. These challenges have, in effect, created boredom in the already existing business.
The purpose of this report is to evaluate the hotel’s performance in the last three years and find out the main causes of the crisis and suggest the comprehensive turnaround approach. The aim of the report will therefore be to formulate specific recommendations, which will help to put the hotel back on the healthy financial track by looking into the patterns of revenues, costs, profitability, liquidity, and solvency.
Due to the fact that the hospitality sector is very dynamic since it is influenced by economic changes and market demands, effective management is imperative. That means The City Hotel restructuring the way business is conducted, re-evaluating fixed and variable costs, and developing a new marketing strategy. In this respect, the practical approach aims at providing a recovery plan through lessons gleaned from theories and examples in history (Walker, 2021).
2 Financial Performance Trends and Analysis
Revenue and Profitability Trends
The financial performance of City Hotel has taken a nosedive in recent times. Revenues plummeted significantly from 5.3 million £ in 2022 to only 2.3 million £ in 2023. The steep decline is in tandem with heightened operational difficulties and external factors. The trend in the income statement shows continuous drop in profitability resulting in an operating income loss of 3 million £ recorded in 2023. 
The Cost of Goods Sold (COGS) and employee costs, which are major components of operational costs, have however been inefficient. Although COGS reduced correlating with reduced revenues, employee costs were too high relating to revenues earned, pointing at a possibly inefficient workforce management in respect to revenue generation. These trends suggest the need for either optimized labour allocation or reduction in the level of fixed costs (Dittmer and Keefe, 2018). 
Comparative performance of these figures against the prevailing industry standards shows that the hotel has not only done averagely in terms of occupancy rates but also in RevPAR (Revenue Per Available Room). This kind of underperformance is often the result of poor pricing policies or inability to respond rapidly to change in demand. Successful hotels use tiered pricing and manage to promote loyalty on the customer base since there are lean times to ensure profits (Kimes, 2016).
Liquidity and Solvency Metrics
The balance sheet reveals a worrying trend regarding the liquidity and solvency of the business. This decline is illustrated by the current assets which include cash and trade debtors that witnessed a drastic fall from 1.9 million £ in the year 2021 to 1.3 million £ in the year 2023. This decline is indicative of weaker cash inflows and inability to make cash out of debtors. Consequently, the hotel’s capacity to settle its short-term debts has significantly decreased.
On the other hand, solvency problems may be observed due to increasing long-term loans and leases liabilities which grew from 7.8 million £ in 2021 to 11.6 million £ in 2023. These debts are already adding strain to the hotel’s diminishing cash resources. The debt-to-equity ratios have worsened, which implies that the company is more financed through borrowing which raises fears of the viability of its operations (Gibson, 2009).
External Factors Impacting Performance
A number of external elements must have played a role in the downturn of City Hotel's finances.Costs have risen across the board due to economic inflation especially on labour and utilities which has even worsened the situation. This trend is supported by case studies that highlight such economic pressures are mainly directed towards the mid range hospitality sectors thereby forcing them to modify their prices and operation policies (Rockingham Partners, 2024).



3 Key Issues and Underlying Causes
Cost Management Inefficiencies
One of the primary challenges for The City Hotel lies in its inefficient cost management. Employee costs consistently exceeded 30% of revenue in 2023, a significant burden for a hospitality business struggling with declining revenue. High labour costs, without proportional revenue generation, suggest inefficiencies in workforce allocation and productivity.
Additionally, depreciation and external expenses have remained significant over the years, indicating potential inefficiencies in resource utilization. Effective cost control measures, such as improved scheduling and automation, could address these challenges (Dittmer and Keefe, 2018)
 Declining Occupancy Rates
Poor marketing strategies, low brand awareness and being undifferentiated from competitors may be the reason for this situation. Guests prefer more and more accommodations ,less expensive or with more flexible options like boutique hotels and home stays (Walker, 2021).
In addition, the unwelcome changes could also be associated with failure to reposition the asset in relation to current expectations of consumers who are always evolving. This is because modern travel is changing in such a way that experiences are more important than the service provided by hotels.
Operational Challenges and Asset Utilization
The financial statements of The City Hotel present evidence of vast underutilization of its physical and non-physical assets. Even with considerable goodwill in the balance sheet, the company has seemingly not been able to leverage the brand. Investments in property and equipment also do not show a commensurate return, indicating that there is a problem with the application of these assets.
The increasing lease and debt commitments have also limited the hotel's capacity to reinvest into the operations, marketing, and improve customer service features. These operational inefficiencies have to be dealt with in order to achieve financial recovery (Gibson, 2009).
4 Turnaround Strategy Proposal
Revenue Management Strategies
To address declining revenues, The City Hotel needs to implement a well-founded revenue management system. RevPAR (Revenue Per Available Room) can be optimized with dynamic pricing which allows changes in room rates depending on the levels of occupancy and demand. This pricing strategy optimizes the level of demand during peak periods and ensures that a hotel does not leave unexplored revenue potential during low periods (Kimes, 2016).
Moreover, the hotel may use its restaurant, bar, and events facilities to add value to the revenue streams. Such activities include corporate meetings, wedding receptions as well as community events, which create extra income and also commotion and visibility. Working with other companies for cross marketing and discounts can also prove useful in getting more clients (Walker, 2021).
Cost Reduction and Operational Efficiency
Carrying out cost management effectively plays a critical role in the financial turnaround. Labour costs, which are one of the major expenses incurred, may be managed with the help of scheduling tools that allow the right number of staff to work during peak hours. In addition, when employin, service standards can still be sustained without compromising the services, even if hired employees are trained to perform various tasks and not restricted to one(Dittmer and Keefe, 2018).
In food and beverage operations, suppliers’ contracts can be rescheduled and inventory control systems installed to reduce costs and waste respectively. Likewise, utility costs over a period are expected to fall by installing energy efficient equipments such as LED lights and HVAC systems (Drury, 2021).



Asset Management and Financial Restructuring
In order to increase its cash flow, City Hotel should put in place its current resources in a more tactical manner. For instance, spaces that are not frequently utilized can be offered on rentals for coworking, pop-up shops, or even on other short term activities. Spending money for the purpose of improving property, plant and equipment (PPE) may increase operational efficiency and comfort of the clients (Jagels, 2007) (Seal,2019)
Due to the increase in debts, there is need for financial restructuring. While it is possible in the short-term to renegotiate certain aspects of loans and lease agreements to lessen the repayment burden, such an option can subsequently be risky and equity funding may be considered aimed at minimizing debt. (Seal, 2019).
Marketing and Brand Rebuilding
To renounce the tarnished image of City Hotel and win the loyalty of potential clients, it is imperative to revise the marketing matrix. Conducting digital campaigns through imaging technology and social networking would be the best option in attracting the younger generation and international clientele. Emphasizing unique features such as the conference centers and high-end restaurants in the hotel can give its competitors an edge (Rockingham Partners, 2024).
In respect to guests’ retention and contentment, loyalty schemes as well as improving guests’ experiences with enhancements like special services and deals come in handy. Additionally, partnering with local influencers or tourism boards can enhance exposure and reputation within the industry (Walker, 2021).
5 Financial Projections and Risks
Projections for Revenue Recovery
Revenue and profitability can show significant enhancement after the adoption of the suggested actions. For example, the implementation of dynamic pricing will allow The City Hotel to project a RevPAR increase of 10–15% in the initial year. The second year will see the addition of events and high-end restaurants to the revenue mix, potentially leading to an extra 20% in revenue growth (Kimes, 2016).
Some labour costs as well as costs connected with the consumption of energy are expected to provide an upward push to the operating margins. For example, more favorable supplier contracts and reduced staffing levels can lower the Cost of Goods Sold (COGS) and labour costs by 10 to 12 percent, respectively. Such improvements will help to transform losses incurred from business operations to profits within a two-year period (Dittmer and Keefe, 2018).
Risk Assessment
Market Volatility: Revenues can be affected by exogenous factors such as recession or changing consumer behavior. This risk is alleviated by frequent market monitoring and price adjustments depending on the market (Rockingham Partners, 2024).
Resistance to Change: Organizational resistance or lack of people’s preparedness to adopt new ways of carrying out the processes and procedures may slow down the progress of the cost engineering initiatives. (Drury, 2021).
Limited funding: Inadequate cash flows and high levels of borrowings may hinder the realization of any long term advancement. Focusing on easy and less costly measures such as energy saving initiatives would relieve the financial burden and create a positive drive (Seal, 2019).

6. Recommendations
Immediate Actions
Improve The Pricing Strategies
Incorporate Adjusting the Room pricing by taking into consideration specific room sale period seasonal demand indices and making the preparation of events in those rooms at the peak periods as effective as possible, in this case, adjusting sale rates will always require real-time analysis of the data collected (Kimes, 2016).



Cut Labor Expenses
Incorporate the use of scheduling software to manage the client demand to staff ratio. Encourage employees to learn other jobs in order to maintain business operations during the absence of some employees (Dittmer and Keefe, 2018).
 Reach Out To Potential Customers
Start digital marketing campaigns that are aimed at specific unique characteristics like upscale dining and events services. Get the services of local supporters and enhance the advertising program to more avenues with them (Walker, 2021).

Long-Term Goals
 Maintenance Of Operational Effectiveness
Regularly track and assess the effectiveness of cost reduction strategies to guarantee continued advantages. Employ tech-based strategies and tools such as energy management systems to ensure operational effectiveness (Drury, 2021).
Creation Of Customer Loyalty
Creativity various loyalty programs whereby certain privileges are only limited to customers who keep on coming back. More than ever, it is important to offer personalized service in order to position City Hotel above competitors in the market (Walker, 2021).
Marketing Diversity
Hernandez et al. (2010) proposes using inbound and outbound travel agency services to market to foreign customers.
Leverage partnerships with travel agencies and online booking websites to bring new customers, including international guests (Kimes, 2016)​.
7 Conclusion
In urban areas, The City Hotel which has been considered as an upcoming hospitality establishment has faced several difficulties mostly declining revenue declining profitability and declining customer satisfaction. This report looks into the financial performance of the organization and how various aspects of its operation are inefficient and indicates areas that need attention and intervention. As illustrated, certain factors have been identified and associated with cost management, under occupancy, under use of resources and to external forces such as market conditions and economic uncertainties.
The proposed turnaround strategy concentrates on using dynamic pricing, increasing revenue generation activities, and reducing costs in order to stabilize the hotel’s financial position. Expenditures on marketing and customer retention schemes as well as improvements of the facilities are targeted to rejuvenate the waning image of the brand and win more customers. Moreover, strategic asset management and financial restructuring offer a way for survival and growth in the foreseeable future.
Various groups or factors may impose constraints in the implementation of these approaches as there are threats arising from market conditions, and limited finances. However strategies like changing price to manage demand, training of the staff, and encouraging partnerships should help to manage the threats. Provided that there is a well-designed process of follow-up and control of compliance implementation, The City Hotel will register a turnaround and there will be revival of the earnings potentials of the hotel and restoring the competitiveness of the hotel in the market.(Seal, 2019).
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