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[bookmark: _Toc167557871]Executive summary
Urban Heights Hotel (UHH) is experiencing a financial downturn due to the urban competitive landscape. Financial analysis suggests revenue decline, escalating costs, and extreme liquidity problems. SWOT analysis shows the internal strengths and external opportunities as to how to utilize the strengths and opportunities while identifying weaknesses and threats as to how to improve the situation and avoid the threats. The market analysis suggests the use of digital media and maximum utilization of facilities. The turn-around strategy is proposed along the lines of revenue generation, cost control, marketing, renovation, and financial restoration. The projected financial is positive. Escalating threats of new entrants and substitute products and services risks are mitigated along with cost management, brand differentiation and focus on financial stability. In conclusion, the UHH can be revivified through the proposed initiatives to make a comeback in the urban competitive market.
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[bookmark: _Toc167557872]Introduction
Urban Heights Hotel is a relatively new hotel in an urban area, once famous in the city for its restaurant, bar, and event spaces. Recently, however, the organisation has entered a period of decline due to the increasing number of options in the urban area for sleeping, eating, and drinking (Ionel, 2016). Given this context, there is a need to evaluate the organisation’s current standing and determine if a turnaround is possible and reasonable. Understanding the achievements it has already made will be essential for developing the strategy that will help Urban Heights get back to what it once was. This paper will analyse the current state of affairs in the company and the results already achieved by creating a detailed report. Based on this comprehensive analysis, a strategy will be developed, which is likely to help Urban Heights Hotel become successful in the future. 



[bookmark: _Toc167557873]Scope and objectives
The main purpose of the present assessment is to investigate the causes of the recent decline of the Urban Heights Hotel and elaborate a plan of action to help it become profitable again and bring it back to the required level of success. For this purpose, this report will study the hotel’s financial data for the last three years. The specified period is enough to understand the general trend and the sector of operations where the changes had taken place (Rengel Jara, Babb and Flohr, 2019). The report will provide data on revenue streams and profitability rates, the expenses in operations, the flow of finances, and all of the instruments and methods of the hotel’s team members used to maintain the level of solvability. The financial data will help understand the area of internal operations where deteriorations have manifested within the past three years. Additionally, the report will consider the factors outside the hotel that may have provoked the deterioration, such as the economic impact on the hotel caused by the overall financial development of the real world and the changes in hospitality that could have happened (Jamgade, 2018). Understanding the correlation between the data of the internal finances of Urban Heights Hotel and the events and factors outside and context of the financial situation will let the report elaborate an all-around solution or, if it will be demanded by the external financial context, a suggestion on the most beneficial financial outcome.
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[bookmark: _Toc167557875]Income statement analysis
Revenue
The information provided demonstrates that the revenue performance of Urban Heights Hotel has been rather worrisome over the last three years. The hotel was able to generate £2.5 million worth of revenue back in 2021. However, its revenue has diminished throughout the years (Hasanaj and Kuqi, 2019). Thus, the hotel’s revenue by 2023 was just £1.8 million. To be more precise, it decreased by 28% and fell by £700,000. The scope of this loss can be viewed as one of the defining elements that need to be taken into consideration while addressing the hotel’s current financial difficulties.
Expenses
Additionally, the information indicates that the hotel’s expenses have been growing over the last three years. Even though they have grown steadily, it should be stated that the decrease in revenue constitutes a more pressing factor that defines the start of the hotel’s negative profitability trend. In more graphic detail, Urban Heights Hotel’s operating expenses in 2021 amounted to £1,800,000, although by 2023, their number increased to £2,300,000 (Castro and Chousa, 2006). The rate of growth was determined to be 27.7%, and the expenses had increased by £500,000.
Profit
It should be pointed out that the drop in profit is significant in 2021. In 2023, it was a negative of £500,000. Overall, the decrease totals £1.2 million. It has been determined that the hotel is in urgent need of a turnaround strategy because, as it was mentioned earlier, the revenue decrease is the more significant factor (Schmidlin, 2014).
[bookmark: _Toc167557876]Balance sheet analysis
Over the three years, all the total assets have decreased from 5,450,000 to 4,680,000. It may be used to determine that assets might have been sold off or are no longer able to satisfy operations. The cash has also significantly decreased and is equal to 100,000, suggesting that the hotel may be experiencing liquidity problems (Robinson et al, 2012). However, the same amount of other properties and equipment should also be considered as natural depreciation. The same observation is true for the liabilities section, in that even though their absolute value remained stable, the value of the accounts payable has increased from 250,000 to 300,000 (Fridson and Alvarez, 2022). It may be used to indicate that the hotel cannot pay for some of the required operations. However, the long-term debt remained stable. For the shareholder equity, it can be observed that it also decreased significantly from 2,200,000 to 1,380,000, indicating the hotel’s financial deterioration, supported by the negative Net Income.
[bookmark: _Toc167557877]Financial ratios
	Ratio
	Formula
	2021
	2022
	2023

	Net Profit Margin
	(Net Income / Revenue) x 100
	28.00%
	9.10%
	-27.78%

	Current Ratio
	(Current Assets / Current Liabilities)
	1.82
	1.48
	1

	Quick Ratio
	(Current Assets - Inventory) / Current Liabilities
	1.32
	0.98
	0.5

	Debt-to-Equity Ratio
	(Total Liabilities / Equity)
	1.48
	1.79
	2.4
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Figure 1: Ratio Analysis Chart (Author)
Net Profit Margin has been fluctuating throughout the period. It has started at a high rate in 2021, which is 28.00% and then has decreased to 9.10% in 2022. However, in 2023, it has been in the negative numbers, reaching -27.78%, which means that there is a significant loss in revenue (Guilding, 2014). The current Ratio below demonstrates that the company may not be able to compress its asset base, and it has been decreasing since 2021 (Drury, 2021). Specifically, it has declined from 1.82 in 2021 to 1 in 2023, and it could be expected that in the following years, it will decrease even more. A similar situation is with Quick Ratio, as it has been decreasing throughout the years, as well. It shows an ability to pay off short-term liabilities without having to sell inventory, and the decreasing trend means that the company is having difficulties being liquid and not having to rely on inventory. It started the period at 1.32 in 2021 and decreased to 0.5 in 2023 (Seal, 2019). Presumably, the trend will continue. Finally, the Debt-to-Equity Ratio has been consistently increasing over the years, meaning that there is a growth in the proportion of financing that is done by applying for debt. It has started at 1.48 in 2021 and has reached 2.4 in 2023. It is an alarming tendency, as together with the incapacity or decreased capability to meet short-term obligations it can lead to the enterprise being not financially stable.
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	Category
	Description
	Example

	Strengths
	Internal attributes that give the hotel an advantage.
	· Established reputation (past success) 
· Experienced staff
· Existing infrastructure 

	Weaknesses
	Internal attributes that hinder the hotel's performance.
	· Declining revenue 
· Increasing expenses 
· Liquidity issues 
· Potential inability to meet short-term obligations 
· Declining profitability (Verawati et al, 2023)

	Opportunities
	External factors that the hotel can leverage for growth.
	· Increased focus on niche markets 
· Renovation and modernisation of facilities 
· Strategic partnerships with local businesses 
· Implementation of revenue management strategies 
· Utilising online travel agencies and marketing tools

	Threats
	External factors that pose challenges to the hotel's success.
	· Increased competition in the urban area 
· Economic downturns 
· Changes in travel trends
· Rising costs of goods and services
· Difficulty attracting and retaining qualified staff (Martinez, 2017).





[bookmark: _Toc167557879]Market analysis
The market that Urban Heights Hotel operates in is rather varied and dynamic because it is a part of the urban hospitality pattern. By 2023, the overall hospitality market will approach the $1.53 trillion mark, based on the current rates of growth of disposable income and the consequently increased expenditure on travelling. Meanwhile, the competition is tight, as the average annual growth of rent of hotel rooms is estimated at 2.3% globally between 2010 and 2020 (Atrill and McLaney, 2021). One of the key trends that needs to be taken into account is the tech awareness of the modern traveller since 72% of travellers around the world use OCAs to book somewhere to stay. In other words, it is strongly advised to focus on the digital promotion of the hotel to attract more clients. Using the sales and capacity potential of a hotel bar, restaurant, and event facility would also be a reasonable strategy (Walker, 2021). Business travellers that arrive at the city may also be considered as a potential client group, with the already existent dispatch of the hotel. Largely, by sticking to these strategies and the identified customer pools, the hotel can somewhat mitigate the impact of the changes in the hospitality sector and stay in business.
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	Area
	Strategy
	Description

	Revenue Generation
	Target Market Identification
	Analysing guest demographics and local trends to identify ideal target segments (business travellers, families, and event-goers).

	
	Competitive Analysis
	Researching competitor pricing, amenities, and marketing strategies to develop a differentiated value proposition.

	
	Revenue Management
	Implementing dynamic pricing strategies based on demand and seasonality. Utilize online travel agencies (OTAs) effectively.

	
	Package Deals and Promotions
	Creating attractive packages combining accommodation with dining, spa treatments, or event tickets (Fairley, 2019).

	Cost Management
	Expense Reduction
	Conducting a cost analysis to identify areas for reduction (vendor contracts, operations, energy-saving measures).

	
	Labour Cost Optimisation
	Evaluating staffing needs, consider flexible scheduling or cross-training to optimize labour costs.

	
	Inventory Management
	Implementing efficient control systems for food, beverages, and supplies to minimize waste and optimize purchasing.

	Marketing and Branding
	Digital Marketing
	Developing a strong online presence with a user-friendly website, engaging social media, and targeted online advertising.

	
	Reputation Management
	Proactively addressing guest feedback on review platforms and showcasing positive experiences.

	
	Community Engagement
	Partnering with local businesses, attractions, and event organizers to offer exclusive benefits and build brand awareness (Jung and Jang, 2020).

	
	Loyalty Programs
	Implementing a loyalty program to reward repeat customers and encourage long-term relationships.

	Renovation and Modernization
	Facility Upgrades
	Consider targeted renovations to enhance the guest experience (modernize rooms, revamp public areas, updated technology).

	
	Amenity Expansion
	Evaluating the feasibility of adding in-demand amenities (fitness centre, business centre, spa services).

	Financial Management
	Debt Restructuring
	Exploring options for debt restructuring to improve cash flow and financial flexibility (if applicable).

	
	Financial Forecasting
	Developing a detailed financial forecast to monitor progress, anticipate future cash needs, and make informed investment decisions.

	Implementation
	Prioritization and Phasing
	Prioritising initiatives based on potential impact and feasibility. Consider implementing the strategy in phases.

	
	Resource Allocation
	Allocating necessary resources (financial, personnel) to ensure successful execution (Santana, Valle and Galan, 2017).

	
	Performance Monitoring
	Continuously monitoring key performance indicators (KPIs) such as occupancy rates, revenue generation, and customer satisfaction to assess progress and adapt the strategy as needed.
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	Item
	Year 2023 (Actual)
	Year 1 (Projected)
	Change

	Revenue from Rooms
	£1,530,000
	£1,839,000
	+20.8%

	Package Deal Revenue
	£0
	£183,900
	New

	Total Revenue
	£1,530,000
	£2,022,900
	+32.9%

	Operating Expenses
	£2,300,000
	£2,131,000
	-7.30%

	Net Income (Loss)
	(£500,000)
	(£108,100)
	Significant Improvement
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	Item
	Year 2023 (Actual)
	Year 1 (Projected)
	Change

	Current Assets
	
	
	

	Cash and Cash Equivalents
	£100,000
	£200,000
	+£100,000

	Accounts Receivable
	£250,000
	£250,000
	±£0

	Property, Plant and Equipment (net)
	£4,330,000
	£4,330,000
	±£0

	Total Assets
	£4,680,000
	£4,780,000
	+£100,000

	Liabilities and Shareholders' Equity
	
	
	

	Current Liabilities
	
	
	

	Accounts Payable
	£300,000
	£200,000
	-£100,000

	Total Current Liabilities
	£300,000
	£200,000
	-£100,000

	Long-Term Liabilities
	
	
	

	Long-Term Debt
	£3,000,000
	£3,000,000
	±£0

	Total Liabilities
	£3,300,000
	£3,200,000
	-£100,000

	Shareholders' Equity
	
	
	

	Retained Earnings
	(Deficit) £1,380,000
	£180,000
	+£1,560,000

	Total Shareholders' Equity
	(Deficit) £1,380,000
	£1,580,000
	+£200,000

	Total Liabilities and Equity
	£4,680,000
	£4,780,000
	+£100,000
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	Item
	Amount

	Cash Received from Customers
	£2,206,800

	- Change in Accounts Receivable
	£45,975

	Net Cash from Customers
	£2,160,825

	Cash Paid to Suppliers and Staff
	£2,043,650

	+ Change in Accounts Payable
	£26,275

	Net Cash Flow from Operations
	£143,450





Possible dangers and methods for reducing them

Urban Heights Hotel is in a challenging position to undertake and implement a turnaround strategy after years of degradation. Regarding revenue generation, the hotel can identify markets and value creations that are beneficial to clients. Concerning the go-to-market aspect, the approach should consider value creation for the hotel. Platforms for revenue generation like online travel agencies and dynamic pricing can be deployed by the hotel to penetrate the market (Kumar, 2024). In terms of cost management, Urban Heights Hotel is expected to take measures such as cost reduction, labour efficiency, and inventory control. Marketing and branding are essential to thrive in the market, which can be facilitated through the use of a website, social media, and community. The hotel is likely to benefit from differentiating brands in various ways including facilities. Financial management includes restructuring debts and forecasting explicitly on revenue, receipts, expenses, and payment schedules (Davahli et al, 2020). Urban Heights Hotel will be better positioned to implement a turnaround strategy and set initiatives in order of priority. The approach will require the implementation of priorities, allocation of resources, and regular monitoring of the process and results to achieve a competitive advantage and growth in the ever-dynamic hospitality sector.
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The Urban Heights Hotel, its future is now at the crossroads of revival. This report focuses on multiple dimensions of its business, including revenue generation, cost efficiency, marketing strategies, and financial restructuring. By targeting its suit of SWOT issues, it will be possible for the hotel to make the best use of its existing resources to address the problems affecting its operation while promoting the emergence of outstanding opportunities. With understanding, a goal, and effort, the future of the Urban Heights Hotel is not doomed. 


[bookmark: _Toc167557887]References
[bookmark: _Hlk167561198]Atrill P, McLaney E (2021) Management Accounting for Decision Makers, FT Prentice Hall
[bookmark: _Hlk167561526]Castro, N.R. and Chousa, J.P. (2006). An integrated framework for the financial analysis of sustainability. Business Strategy and the Environment, 15(5), pp.322-333.
[bookmark: _Hlk167561119]Drury C (2021) (11th Ed) Management and Cost Accounting, London, Prentice Hall
Davahli, M.R., Karwowski, W., Sonmez, S. and Apostolopoulos, Y. (2020). The hospitality industry in the face of the COVID-19 pandemic: Current topics and research methods. International journal of environmental research and public health, 17(20), p.7366.
Fairley, J. (2019). Turnaround Strategies in Destination Marketing Organizations. Tourist Destination Management: Instruments, Products, and Case Studies, pp.227-239.
[bookmark: _Hlk167561670]Fridson, M.S. and Alvarez, F. (2022). Financial statement analysis: a practitioner's guide. John Wiley and Sons.
[bookmark: _Hlk167561286]Guilding,C.(2014) (3rd Edition) Accounting Essentials for Hospitality Managers, London, Routledge
[bookmark: _Hlk167561485]Hasanaj, P. and Kuqi, B. (2019). Analysis of financial statements. Humanities and Social Science Research, 2(2), pp.p17-p17.
Ionel, M. (2016). Hospitality industry. Ovidius University Annals: Economic Sciences Series, 1(1), pp.187-191.
[bookmark: _Hlk167561427]Jamgade, S. (2018). Scope of MICE tourism as an emerging hospitality industry. UAS Journal of Management and Commerce, 4(2), pp.26-29.
Jung, S.S. and Jang, S.S. (2020). Have restaurant firms been using right recession turnaround strategies?: Evaluating with propensity score measure. International Journal of Hospitality Management, 91, p.102651.
[bookmark: _Hlk167561975]Kumar, S. (2024). Uncertainties in the Hospitality Sector. In VUCA and Other Analytics in Business Resilience, Part B (pp. 183-197). Emerald Publishing Limited.
Martinez, B. (2017). A SWOT analysis on Millennials in the workplace: increasing manager success with Millennial employees in the hotel industry.
[bookmark: _Hlk167561384]Rengel Jara, E.V., Babb, J.W. and Flohr, T.M. (2019). Status and scope of project management in the hospitality industry. International Hospitality Review, 33(2), pp.142-149.
[bookmark: _Hlk167561617]Robinson, T.R., Henry, E., Pirie, W.L. and Broihahn, M.A. (2012). International financial statement analysis (Vol. 39). John Wiley and Sons.
Santana, M., Valle, R. and Galan, J.L. (2017). Turnaround strategies for companies in crisis: Watch out the causes of decline before firing people. BRQ Business Research Quarterly, 20(3), pp.206-211.
[bookmark: _Hlk167561582]Schmidlin, N. (2014). The art of company valuation and financial statement analysis: a value investor's guide with real-life case studies. John Wiley and Sons.
[bookmark: _Hlk167561159]Seal W (2019) (6th Ed) Management Accounting, London, McGraw Hill
Verawati, D., Yudhanto, W., Giovanni, A., Ikhwan, K. and Hartono, B. (2023). Strategic Leadership Model in the Hospitality Industry: SWOT Analysis. Jurnal Ilmiah Manajemen Kesatuan, 11(2), pp.477-486.
[bookmark: _Hlk167561232]Walker J (2021) Introduction to Hospitality, Harlow, Pearson








image1.png
Prifysgol Cymru
Y Drindod Dewi Sant

& University of Wales
Trinity Saint David





image2.jpeg

