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Executive Summary
The report shows that the City Hotel has experienced a drastic decline in the performance of its financials over the past three years. This reflects a mix of both economic and operational pressures. Revenue has decreased from around £5.3 million in 2021 to £2.3 million in 2023. Cause factors include inflation and decreased spending by customers, increased competition as well as other implications of the COVID-19 pandemic. The financial data is assessed with the necessary consideration of strategic risk, and it also produces phase-in recovery (Ekechi et al., 2024). The short-term focus is on costs and cash flow management while the long-term diversifies services and increases demand locally.
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[bookmark: _Toc182227374]Background Analysis
The report outlines that the City Hotel is a mid-tier urban hotel operating in the hospitality sector. However, it has faced economic instability and marketplace competition in recent years that have threatened its ability to be sustainable. Specifically, the hotel's problems started with the pandemic as travel and tourism declined whereas operating costs rose. Subsequent inflationary pressure has constrained further consumer spending, especially in mid-tier accommodations, making it challenging for The City Hotel to keep rooms full and generate revenues.
The competition for the hospitality industry in the UK has been extremely emergent. The new entrants, alternative accommodations, as well as chain hotels, have saturated the competition in the area (Hermayanto et al., 2023). This competitiveness is what differentiates the positioning strategy of the hotel. Competition in this market is going to be forth through local demands, innovation of offerings, as well as efficient operation that will help the hotel conquer future economic challenges.
[bookmark: _Toc182227375]Objectives and Purposes
The report will outline a working recovery plan, which should stabilise the market position and increase profitability for The City Hotel, currently in a critical financial and operational position. Key objectives:
1. Analyse the reasons behind the decline in revenues and associate those factors with current events (Gregg, 2022).
2. Internal and external factors, which led to the present financial condition of The City Hotel.
3. Introduce risk management policies and a staged recovery plan to recover into operational well-being and sustainable resilience.
[bookmark: _Toc182227376]Financial Analysis and Profitability Insights
[bookmark: _Toc182227377]Revenue Growth Trend
The study shows that The City Hotel's revenue decline has been steeper over the last three years, with a fall from £5,248,290 in 2021 to £2,325,440 in 2023. This is an average decline of 56% over that period. It is symptomatic of the add-up effect of prevailing circumstances leading to the hospitality sector and mid-range hotels, even more so in city centre locations. Above all, the COVID-19 pandemic's aftermath left a long-term aftermath in tourism as travel in the country slowed down considerably and internationally slowed (Khan et al., 2024). 
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The report further shows that these economic hard times of inflation, and to cope with rising interest rates have limited consumer spending power; a sea turn is made towards budget-friendly accommodations because individuals and enterprises have become more conscious of having to save instead of mid-range lodgings. As such, The City Hotel faces challenges in ensuring competitiveness that maintains the levels of occupancy and spending of guests previously experienced, thus supporting the necessity for strategic adjustment to seize value-sensitive customers as well as sources of revenue appropriate with currently observed demand trends.
[bookmark: _Toc182227378]Cost Structure Analysis
The report highlights that the cost structure of the City Hotel represents also responses to declining revenues and areas that need further optimisation. Here again, although some costs have been reduced, as a whole, its cost structure should better be strategic to secure a balance between quality service and sustainable financial efficiency.
[bookmark: _Toc182227379]Labor Costs
The report shows that this includes labour cost, which constitutes another area of operating cost. Labour cost has been adjusted but is still a significant financial burden. Labour costs had been £1,770,700 in 2022. However, these are significantly reduced in 2023 at £1,233,160. These savings are not solely a result of downsizing but also indicate a move towards more flexible patterns of staffing. However, labour remains the hotel's biggest cost. Further cuts risk lowering service standards, and good service is essential to customer satisfaction and the perpetuation of future business. This profile requires increases in efficiency through better schedules, cross-training of employees and maybe a shift to part-time labour during off-peak hours to maintain reduced labour costs besides service performance (Vincent and Magnini, 2024).
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[bookmark: _Toc182227380]Operational Overheads
The study states that utilities, maintenance, and all other operation-related costs were also decreased as part of cost-cutting. Operating overheads have reduced from £1,894,720 during 2021 to £1,071,030 during 2023. These were accompanied by improvements in energy efficiency and tighter ways of inventory control. Though these measures have been some solace, they were not enough to balance out the drastic erosion of revenues fully. 
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This gap underlines the requirement for a more sustainable and strategic approach to cost management, perhaps, through the setting up of digital systems that would measure the usage of energy with local suppliers to get a better deal. This will recommend keeping the operational structure leaner without having to sacrifice the quality of core services (Aguiar, 2020).
[bookmark: _Toc182227381]Operational and Net Income
The report shows that the financial pressures on The City Hotel are presented by the extreme fluctuation in the operational income. In 2021, it had made an operating profit of £664,160, while in 2023, it incurred an operating loss of £1,218,850. This negative trend reflects the lack of adequacy of fixed and variable cost coverage by existing revenues, which greatly burdens the general financial condition of the hotel. A structured intervention strategy, perhaps through cost cuts and rebalancing of services into the local market and other segment options, could be necessary to stabilise and restore profitability.
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[bookmark: _Toc182227382]Cash Flow and Solvency Understanding
The study underlines that the decline in cash flow is a primary problem and exposes The City Hotel to massive risk because of the liquidity issues, which directly affects its ability to service short-term obligations (Brotherton, 2019). Cash reserves have been eroded from £740,590 in 2021 to £295,510 at year-end 2023, meaning the financial condition is shrinking fast. Trade receivables, money owed by customers for services sold, are also falling. 
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This all adds up to cash flow becoming tighter and operational flexibility lower, locking in the cash constraint as one that serves to heighten the level of solvency risk since it could rapidly reach the point where funding for current operations is severely challenged. The report also shows that among the strategies that may be used to alleviate short-term liquidity stress and ensure the continued smooth operation of the hotel are offering early payment discounts to quicken receivables generation, streamlining credit terms, and exploring alternative financing options for low-interest loans.
[bookmark: _Toc182227383]Long-term Debt and Equity Position
The study further shows that as revenue declined, The City Hotel increasingly used debt financing for its continuation. Hotel long-term liabilities increased from £8,113,710 in 2021 to £8,290,570 in 2023. This has provided a less favourable debt-to-equity ratio so that the hotel is vulnerable to the burden of debt in the long run (Gliga et al., 2023). Apart from increasing liabilities, the equity levels have decreased, and it reflects the decline in the financial foundation of the hotel with possible complications in attracting future investment.
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Description automatically generated] The report states that a long-term financial plan to regain a healthy capital structure would thus be in order perhaps simultaneously through debt restructuring assisted by systematic profits reinvestment and enhanced revenue-generating operations. Enhancement of solvency can further be achieved through the reduction of financial burdens through debt renegotiation, interest rate changes, or specific equity financing that creates room for future growth operations.
[bookmark: _Toc182227384]Theories applied for The City hotel:
[bookmark: _Toc182227385]Porter's Five Forces model gives insights into The City Hotel's market positioning and thus a clearer view of the strategic challenges and the competitive landscape.
1. Competitive Rivalry: UK hospitality is competitive with an increasing number of hotels, budget accommodations, and alternative lodging options. The City Hotel will need to differentiate itself with targeted promotions, quality services, and unique offerings to maintain its competitive advantage (Richard, 2023).
2. Bargaining Power of New Entrants: The report shows that the barriers to entry in mid-range hotels are moderate and thus can keep a check on the influence of new entrants. With good brand recognition in the local markets, it should focus more on its ability to build a strong bonding relationship with the locals.
3. Threat of Substitutes: Budget and short-term rentals are cheap and flexible accommodation options for which mid-range hotels lose. The City Hotel can limit the threat by diversifying offerings in the hotel to also provide co-working spaces and wellness facilities to guests who stay at the hotel and will seek accommodation with utility usage.
4. Customer Bargaining Power: The availability of plentiful choices has enhanced the bargaining power of customers. The City Hotel would be able to retain its clients using loyalty schemes or selective discounts.
[bookmark: _Toc182227386]Internal Analysis Using SWOT
The report performs a SWOT analysis that will also further establish the City Hotel's strengths, weaknesses, opportunities, and threats. This enables analysis of the internal position and options available in the external environment.
· [bookmark: _Toc182227387]Strengths: Local brand recognition, customer base, and staff experience.
· [bookmark: _Toc182227388]Weaknesses: Higher operating expenses, not innovating in service packages, and relatively weak presence on the digital platform (Doering et al., 2019).
· [bookmark: _Toc182227389]Opportunities: Growth of the local tourism trend, scope to work with other local companies, diversified revenue.
· [bookmark: _Toc182227390]Threats: Emerging competition, economic disruptions, price escalations of energy and supplies.
[bookmark: _Toc182227391]Risk Assessment
The study highlights that risk management is paramount in the restoration process at The City Hotel to reduce the negative effects of losses and enhance stability. Market, operational, and financial risks are predominant in this scenario, requiring each of them to be mitigated with different strategies.
· [bookmark: _Toc182227392]Market and Economic Risk: With factors such as inflation and a decline in discretionary consumption, the demand for hotels has resulted in increased competition within the sector.
· [bookmark: _Toc182227393]Operational Risks: Inflation in labour and utility costs has led to Human Resources fluctuations that will limit the service quality; all these may be able to affect customer satisfaction (Akash et al., 2024).
· [bookmark: _Toc182227394]Financial Risks: the report shows that attracting low revenue and increasing debt level significantly strains the hotel's financial well-being and this may lead to long-run insolvency problems.
[bookmark: _Toc182227395]Strategic Risk Mitigation
1. [bookmark: _Toc182227396]Avoidance: The off-peak offers and value packages can be used by the City Hotel to increase its occupancy rates during off-season periods.
2. [bookmark: _Toc182227397]Cost Control: The study states that across all the non-essential activities, cost can be controlled as well and wasteful expenses may be reduced due to better inventory management and energy-saving projects can bring cost control.
3. [bookmark: _Toc182227398]Risk Transfer: Acquisition of cancellation insurance for an event may compensate at least partially with loss.
4. [bookmark: _Toc182227399]Retention: All the vital staff should be retained despite cutting costs since cuts will reduce service and negatively impact the guests as well.
[bookmark: _Toc182227400]Recovery Recommendations
The report outlines that a three-stage recovery phase will allow The City Hotel to stabilise its operations, minimise financial risks, and return to sustainable growth. All the phases will have certain activities according to the needs (Shantz and McMullen, 2024).
[bookmark: _Toc182227401]Phase 1: Short-Term Stabilisation.
· Local Market Engagement: Attract local guests through value packages, seasonal discounts, and loyalty programs. Restate the commitment of The City Hotel to local tourism and community-based activities.
· Staff Training and Development: The report also highlights enhancing service quality while boosting employee morale through a focused approach to training sessions and maintaining excellence in hospitality services (Charoenchai and Siriporn, 2024).
[bookmark: _Toc182227402]Phase 2: Diversification and Cost Restructuring.
· Diversify Services: The report shows that offering co-working spaces, wellness services, and flexible meeting spaces attracts diversified clients, thereby increasing the non-occupancy revenue stream.
· Debt Restructuring: Negotiate longer loan tenure or lower interest rates with the lenders to enhance the cash flow and reduce the stress on financials.
[bookmark: _Toc182227403]Phase 3: Long-Term Growth and Sustainability.
· Sustainability Initiatives: Invest in green technologies and eco-friendly practices to attract environmentally conscious customers as well as lower operational costs (Abdou et al., 2020).
· Partnership Development: Partnership with restaurants, tour providers, and event venues within the locality to create bundle deals and stabilise revenue streams through partnerships.
[bookmark: _Toc182227404]Conclusion:
This report determines financial constraints in The City Hotel. While being related to immediate financial needs and potential long-term growth opportunities, the case focuses on the need for a large-scale recovery plan, underlining the urgency. A stepped approach would start from cost management targeting but can develop toward service diversification in which the hotel can certainly improve its resilience in an extremely competitive economic environment (Jensen et al., 2020). This would help in adopting Porter's Five Forces and SWOT analysis for understanding market dynamics well, hence helping the hotel make proper decisions about pricing, customer targeting, and service.
[bookmark: _Toc182227405]Recommendations
· The report recommends that it should target local markets with seasonal promotions and loyalty programs to increase low-season occupancy (JungYun, 2019). 
· Optimise Operations by removing unnecessary costs, refining inventory management, and training employees.
· Diversify Revenue Streams through innovative offerings such as wellness and co-working spaces, likely to attract more diverse groups of customers.




References
Abdou, A.H., Hassan, T., Dief and MME (2020) 'A description of green hotel practices and their role in achieving sustainable development'. Sustainability (Switzerland). pp. 1–21. Available at: https://www.mdpi.com/2071-1050/12/22/9624 (Accessed: 11 November 2024).
Aguiar, Y. (2020) Digital (r) evolution: strategies to accelerate business transformation. Hoboken: Wiley & Sons. Available at: https://books.google.com.pk/books?hl=en&lr=&id=hVDYDwAAQBAJ&oi=fnd&pg=PR9&dq=Digital+(r)+evolution:+strategies+to+accelerate+business+transformation&ots=rfukkEc7sq&sig=l6STllS8wOQtwk6mH0rRkf1WuFs&redir_esc=y (Accessed: 11 November 2024).
Akash, Tanvir, R., Jafrin, R. and Ashraful (2024) 'Evaluating financial risk management in corporation financial security systems'. World Journal of Advanced Research and Reviews 23. pp. 2203-2213. Available at: https://wjarr.co.in/wjarr-2024-2206 (Accessed: 11 November 2024).
Brotherton, B. (2019) Introduction to the US hospitality industry: Principles of tourism and hospitality management. Routledge.
Charoenchai, A. and Siriporn, K. (2024) 'Investigating the impact of resilience on job satisfaction and work engagement, and the moderating role of hotel employees’ work experience during the COVID-19 pandemic'. Journal of Human Resources in Hospitality & Tourism.
Doering, T., De, J.J. and Suresh, N. (2019) 'Cogent Business & Management'. Performance effects of supply chain integration: The relative impacts of two competing national culture frameworks. Available at: https://www.tandfonline.com/doi/10.1080/23311975.2019.1610213 (Accessed: 07 November 2024).
Ekechi, C.C., Chukwurah, E.G., Oyeniyi, L.D. and Okeke, C.D. (2024) 'A review of small business growth strategies in African economies'. International Journal of Advanced Economics. pp. 76-94. Birmingham: Research Report. Available at: https://www.fepbl.com/index.php/ijae/article/view/1071 (Accessed: 08 November 2024).
Gliga, Gabriela and Natasha, E. (2023) 'Marketing capability development through networking–An entrepreneurial marketing perspective'. Journal of Business Research. p. 113472. Available at: https://www.sciencedirect.com/science/article/abs/pii/S0148296322009377 (Accessed: 05 November 2024).
Gregg, R. (2022) How Three Global Hospitality Companies Led With a Clear Vision .Available at: https://www.bu.edu/bhr/2022/04/27/the-importance-of-leading-with-clear-vision-a-case-study-of-three-global-hospitality-companies/ (Accessed: 09 November 2024).
Hermayanto, Ricky and Perkantoran, P.A. (2023) 'Effective Marketing Strategies in Business: Trends and Best Practices in the Digital Age'. Jurnal Ad ministrare. pp. 61-72. Available at: https://www.researchgate.net/profile/Jurnal-Pendidikan-Administrasi-Perkantoran-2/publication/377442450_Effective_Marketing_Strategies_in_Business_Trends_and_Best_Practices_in_the_Digital_Age/links/65a75bafcc780a4b19bf50f3/Effective-Marketing-Strategies-i (Accessed: 10 November 2024).
Jensen, F., Lööf, H. and Stephan, A. (2020) 'New ventures in Cleantech: Opportunities, capabilities and innovation outcomes'. Business Strategy and the Environment. pp. 902-917. Available at: https://onlinelibrary.wiley.com/doi/full/10.1002/bse.2406. (Accessed: 11 November 2024).
JungYun, H.S.J. (2019) 'Is consumer forgiveness possible? Examining rumination and distraction in hotel service failures'. International Journal of Contemporary Hospitality Management. Available at: https://www.emerald.com/insight/content/doi/10.1108/ijchm-07-2017-0395/full/html. (Accessed: 11 November 2024).
Khan, D., Swapna, Bragadeswsran, Madhu, Raj, M, M. and Karthick, R. (2024) 'Significant Role of Digital Marketing Strategies in Driving Business Growth, Success and Customer Experience'. Journal of Informatics Education and Research. pp. 762-767. Available at: https://jier.org/index.php/journal/article/view/837 (Accessed: 05 November 2024).
Meteab, M., Mejbel, I., Ali, H. and Habeeb, M. (2022) 'THE ROLE OF KNOWLEDGE MANAGEMENT IN THE DEVELOPMENT OF MARKETING MANAGEMENT'. International Journal of Transformations in Business Managemen. pp. 55–68.
Richard, T. (2023) 'Marketing Intelligence & Planning'. International Journal of Contemporary Hospitality Management. 36. Available at: https://www.emerald.com/insight/content/doi/10.1108/eum0000000001079/full/html. (Accessed: 07 November 2024).
Shantz, A.S. and McMullen, J.S. (2024) 'Journal of business venturing 2023 year in review: The year of the whole-person entrepreneur'. Journal of Business Venturing. p. 106434. Available at: https://www.sciencedirect.com/science/article/abs/pii/S0883902624000569 (Accessed: 10 November 2024).
Vincent, P. and Magnini (2024) 'Understanding hospitality labor shortages'. An importance-performance analysis of hospitality career preference drivers. Available at: https://www.tandfonline.com/doi/abs/10.1080/15332845.2024.2335127. (Accessed: 04 November 2024).



image5.png
Inventories
Trade receivables

Current tax assets

Other receivables

Current financial assets
Cash and cash equivalents
TOTAL CURRENT ASSETS

35,230
691,380
158,730
215,050

50,980
740,590

1,891,970

36,350
792,450
141,310
236,540
117,050
641,620

1,965,340





image6.png
Long-term borrowings 8,113,710 7,755,840 8,290,570
Long-term lease debt 2844970 3,353,260

Retirement benefit provisions 93,690 114,630 124,160
Other non-current provisions. 33,670 40,650 35,930




image1.png
Income Statement (in GBP)

Item 2021 2022 2023
Revenue 5248290 5307.480 2,325,440




image2.png
Income Statement (in GBP)

Item 2021 2022 2023
Revenue 5248200 5307480 2,325,440
Cost of goods sold (411,600)  (401510)  (176,250),

Employee costs





image3.png
Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248200 5307480 2,325,440
Cost of goods sold (411,600)  (401510)  (176,250),
Employee costs (1,724,760) (1,770,700) (1,233,160)

Extemal expenses.




image4.png
Operating Income 664,160 674730 (1,218,850)





