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[bookmark: _Toc182240543]Executive Summary
The report states that the City Hotel is a well-known hotel based within an urban bustling region that offers restaurants, bars, and hosting events. However, in the recent past, the hotel has been experiencing severe operational and financial difficulties in terms of revenue reduction, lower occupancy level and decreased customer satisfaction. This is a report that carries out an extensive financial analysis of City Hotel by pointing out areas at risk and coming up with a recovery plan. Using a SWOT analysis and the bowman’s strategy clock, this report thus discusses cost management improvement, efficiency of operations, and market appeal improvement with recommendations targeted at increasing profitability and maintaining the competitiveness of the hotel (Chen et al., 2024).
[bookmark: _Toc182240544]Introduction:
City Hotel has been a successful middle-range hotel which provides accommodation for urban guests; however, in recent years, the hotel faced the problem of its relevance in the context of the changing hospitality market and the global economic crisis. The report states that this competition is from low-cost hotels and economic conditions have changed consumers behavior in favour of low-end products. As City Hotel seeks to achieve its optimal point once more and increase its return on investments, it must incorporate a precise recovery strategy that covers cost containment, diversification of revenues, and the enhancement of customer satisfaction. This model allows the hotel to offer the right products and target appropriate customer groups suited to this competitive landscape. Based on these findings, this report provides an evaluation of strategic directions to assist City Hotel in addressing these challenges, regaining profitability and securing a stable market niche in the new environment of the hospitality industry.
[bookmark: _Toc182240545]Objectives and Purposes
This paper is meant to outline The City Hotel's proximate causes of financial deterioration:
· Analysing lower revenues and increasing costs as a function of decreased profitability.
· Investigating internal business processes and external market factors influencing performance (Mustapha and Abdelhaq, 2024).
· Proposing recommendations on controlling costs and managing risks and expansion ideas that can help improve financial performance.
[bookmark: _Toc182240546]Financial Analysis and Profitability Insights
[bookmark: _Toc182240547]Revenue Growth Trend
The paper highlights that the income statement reveals a substantial three-year decline in revenues, from £5,248,290 in 2021 to £2,325,440 in 2023. This is a decline, which would be indicative of substantial problems, most probably driven by exogenous factors affecting hospitality, like reduced tourism, inflation, and changes in the way the consumer spends their money.
Most of the major costs declined, probably through the reduction of costs. Salaries reduced by 28.5% from £1,724,760 in 2021 to £1,233,160 in 2023. External costs were reduced from £1,894,720 in 2021 to £1,071,030 in 2023 with the cuts of variable operating costs as revenue declined (Baixauli-Soler et al., 2024).
The report highlights that operating income for the hotel went down significantly despite the cut costs. After huge positive operating incomes at £664,160 for 2021 and £674,730 for 2022, 2023 makes a strong appearance of a huge operating loss of £1,218,850. While revenue falls, it appears to be largely due to depreciation, which rose from £409,900 to £661,590 between 2021 and 2023. Other operation incomes and expenses appear to have changed from £34,780 to an expense of £216,650 in 2023, which adds to the overall loss.
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· [bookmark: _Toc182240548]Labor Costs: The report highlights that the labour cost declined from £1,724,760 in 2021 to £1,233,160 in 2023, representing cuts in labour as there was also a decline in revenue. Control over labour costs and potential expansion in the labour force shall also be key in the future.
· [bookmark: _Toc182240549]Operating Overheads: The statement also adds utilities and overheads. The figure is from £1,894,720 in 2021 to £1,071,030 in 2023, which represents pretty intense cutting into operational overheads (Ji et al., 2024).
· [bookmark: _Toc182240550]Taxes and Duties: Reduced from £144,070 in 2021 to £88,950 in 2023, mainly due to lower revenues and possible tax adjustments.
· [bookmark: _Toc182240551]Depreciation & Amortisation: Relocated from £409,190 in 2021 to £661,590 in 2023 primarily with rising fixed costs that challenge profitability
· [bookmark: _Toc182240552]Provisions and Other Expenses: Provisions and other expenses, including an increase in provision charges at £55,550 in 2023, had further impacted the operating income.
[bookmark: _Toc182240553]Operating and Net Income
The report further adds that operating income has turned sharply from £664,160 in 2021 to a significant loss of £1,218,850 in 2023. This alarming shift indicates the current business model is financially unsustainable. The shortfall highlights the need for a reevaluation of operational strategies, potentially incorporating alternative revenue streams and restructuring existing processes to optimise income.
· [bookmark: _Toc182240554]Current Assets and Cash Flow: Total current assets have declined drastically from £1,891,970 in 2021 to £1,285,880 in 2023. Cash at Bank/In Hand has declined from £740,590 in 2021 to £295,510 in 2023, which may indicate problems with cash flow. Less cash and trade receivables give the hotel little option but to struggle to cope with short-term liabilities, especially with the need for an optimisation of cash flow.
[image: A screenshot of a data

Description automatically generated]
· [bookmark: _Toc182240555]Equity Position: The report states that owners' equity shrank from £2,152,750 in 2021 to £1,334,370 in 2023. Retained earnings gained ground but a change in net income to a loss of £1,134,950 in 2023 has depressed the total equity. This decline highlights potential solvency risks since the reduction in equity erodes the hotel's financial cushion and its ability to handle loss over time. Moreover, non-controlling interests have decreased, dropping from £103,430 in 2021 to £76,270 in 2023, which reflects a decline in investment appeal (Woo et al., 2024).
· [bookmark: _Toc182240556]Long-term Debt and Lease Commitments: Long-term funding reliance has increased at the hotel with non-current liabilities up from £8,727,580 in 2021 to £12,228,780 in 2023. The long-term borrowings changed slightly and increased from £8,113,710 in 2021 to £8,290,570 in 2023, but long-term lease debt has increased greatly from £2,844,970 in 2022 to £3,353,260 in 2023. High levels of debt negatively affect the debt-to-equity ratio, hence there is an increasing dependence upon borrowing compared to equity, and this can become an issue because it may not be sustainable if revenue turns around.
· [bookmark: _Toc182240557]Current Liabilities: The report adds that short-term borrowings and trade payables decreased from £399,760 and £527,180 in 2021 to £47,550 and £401,350 in 2023 respectively. Although the company has evidenced a reduction of immediate pressure, a decrease in liquidity brings along problems in servicing even reduced obligations.

[bookmark: _Toc182240558]Applicability of Bowman's Theory -Hybrid or Differentiation
The study highlights that the Hybrid or Differentiation strategy seems the most promising one for the hotel. However, it may still target a price which will provide good value at the mid-range level, enabling City Hotel to welcome guests sensitive to price but requiring good quality. Alternatively, using the Difference strategy, it might excel through differentiated experiences or services attracting high-paying clients and steadying revenues (Villagrasa et al., 2024). 
[bookmark: _Toc182240559]


SWOT Analysis.
[bookmark: _Toc182240560]Strength: The report says that the city Hotel has a strong reputation, likely to gain a loyal client base. The hotel's high urban location would make it competitive because of its ability to attract tourists as well as business travellers looking for access to city attractions and business centres. Also, the hotel is manned by experienced staff to ensure efficient operation and good service to the guests to ensure that they return and may come again (Wu et al., 2024).
[bookmark: _Toc182240561]Weak points: High operating costs that put a heavy burden on profitability and flexibility in pricing strategy. The continuous slide in customer satisfaction may be because of cutting-cost measures or a lack of innovative ideas that can cause a decline in market position over time (Cheng et al., 2019).
[bookmark: _Toc182240562]Opportunities: The report adds that the hotel should capitalise on the anticipated rebound in domestic tourism since there is already a recovery in travel patterns. There's also a growing demand for hybrid meeting venues as well as venues for smaller events. By investing in or promoting such facilities, City Hotel could attract new clients for business and social events and thereby diversify sources of revenue (Panteleiev, 2023).
[bookmark: _Toc182240563]Threats: Economic instability is of great concern since inflation and the increase in interest rates gradually affect the discretionary spending of consumers, which automatically increases the price sensitivity among consumers. Budget hotels are another threat to the market share of City Hotel since travellers opt for inexpensive, yet quality, services.
[bookmark: _Toc182240564]Strategic Risk Mitigation
[bookmark: _Toc182240565]Cost Control: The study states that the non-essential heads of expenditure, such as administrative and maintenance expenses, will be removed, thereby wasting unnecessary expenditure. However, the function of inventory control will also help in cutting down the cost with no effect on service.
[bookmark: _Toc182240566]Avoidance: To enhance occupancy during the off-season, the hotel should provide special packages that are attractive to local budget-conscious customers and minimise the revenue gap between months (Can et al., 2021).
[bookmark: _Toc182240567]Risk Transfer: The study outlines that hotel event insurance should be arranged to help manage cancellation-related financial consequences, and a stable income from the events booked by the hotel should be guaranteed.
[bookmark: _Toc182240568]Risk Assessment:
· [bookmark: _Toc182240569]Financial Risks: As the revenue of the hotel declines with increased debt, it raises long-term sustainability. The financial statements present an increasing debt-to-equity ratio combined with burgeoning non-current liabilities. In case of such a situation, City Hotel is likely to face solvency issues, which might imply a failure in the stabilisation of the revenue. Failure to control these financial risks would impact its credit rating and capability to source further funding (Sekhri et al., 2020)
· [bookmark: _Toc182240570]Market and Economic Risk: The study adds that Economic downturn, inflation and less discretionary spending present higher risk in terms of the factors outside. In unfavorable weather, traveler’s normally adopt either budget-friendly alternatives or downsizing facilities, which ultimately creates reduced revenue for City Hotel.
· [bookmark: _Toc182240571]Operational Risks: Staffing shortage is the most direct source of risk to the quality of the service that can bring the customer satisfaction rating down if not adequately covered. The growing energy-related costs also increase the burden on the hotel's budget because utilities remain a highly cost-intensive operational element (Homburg et al., 2017).
[bookmark: _Toc182240572]Phase 1 - Implementing Immediate Stabilisation
· Operational Efficiency: The report says that there should be a comprehensive audit to point out and remove unnecessary costs that cannot impact the quality of service (Khan et al., 2024).
· Digital Marketing: Improving online presence through improved digital marketing, such as social media campaigns, and influencer collaboration with local influencers to reach the regional customer base (Fang, 2023).
[bookmark: _Toc182240573]Phase 2 - Service Development and Customer Retention
· Service Optimisation: Standardising the services to ensure a great guest experience. Cleanliness, promptness, and personalisation should be areas of focus for increasing customer satisfaction and retention (Ma et al., 2022).
· Unused Areas: The study highlights that a small fitness Centre, a co-working area, or a meeting area would enhance the hotel revenue. It should be open for both hotel guests and locals, generating more revenue.
[bookmark: _Toc182240574]Phase 3: Revenue Growth and Financial Stabilisation.
· Diversify Ancillary Revens: The report adds that creating bundles that offer accommodation with a distinctive local experience, such as guided city tours or food tastings. Such packages might appeal to experiential traveler’s and will allow the hotel to differentiate itself from its budget competitors (Chen et al., 2024).
[bookmark: _Toc182240575]Conclusion
The report concludes that City Hotel's financial decline has necessitated a need to formulate a phase-wise, structured recovery strategy. By concentrating efforts on cost-cutting, revenue diversification, and customer engagement, the hotel would be able to formulate more robust business practices (Dominici and Guzzo, 2019). On this basis, structures according to the bowman’s clock about the forms of organizational arrangements, focusing on formality, effectiveness, and clear lines of responsibility, can help City Hotel streamline processes cut waste and produce reliable quality of service. Thus, it is possible not only to bring relief to immediate cash-flow problems but also to form a basis for long-term success. Step-by-step and incremental measures enable City Hotel to win back profitability and normalize its cash flow and thus also secure an even stronger position on the market.
[bookmark: _Toc182240576]Recommendations:
Extend Services: Adding co-working facilities, wellness activities, and event spaces. This can open new revenue streams between the local clients and the hotel's guests.
Implement sustainable practices: Adopting waste reduction, energy saving, and a reduction in single-use plastics to attract the eco-conscious travelers and develop a reputation that resonates with the growing environmental concern. Sustainable practices may become a critical differentiator and source of loyal clientele that cares for responsible business practices (Hart et al., 2020).
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248290 5307480  2,325440
Cost of goods sold (411600)  (401510)  (176,250)
Employee costs (1,724,760) (1,770,700) (1,233,160)
External expenses (1,894,720) (1675410) (1,071,030)
Taxes and duties (excluding income tax) ((144,070)  (133,020)  (88,950)
Depreciation & amortisation (409,190)  (634,030)  (661,590)
Charges to provisions 5960 17950  (55,550)
Other current operating income and expenses (40.520)  (25030)  (41,100)
Other operating income and expenses 34780 (11,000)  (216,650)
Operating Income 664,160 674,730 (1,218,850)
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Inventories 35,230 36,350 29,470

Trade receivables 691,380 792,450 479,180
Current tax assets 158,730 141,310 73,490
Other receivables 215,050 236,540 291,270
Current financial assets 50,980 117,050 116,950
Cash and cash equivalents 740,590 641,620 295,510

TOTAL CURRENT ASSETS 1,891,970 1,965,340 1,285,880




