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Case Study: Urban Heights Hotel
The hospitality industry recorded a decline in financial performance in 2021 due to the travel restrictions attributed to the Covid-19 pandemic (Crespí-Cladera et al., 2021). The hotels experienced a decline in guests, reducing the occupancy rates and revenue generated. According to Yang et al. (2022), easing the pandemic restrictions by 2022 improved the financial performance of the hotels as guests increased. Despite the positive trajectory of financial performance in the hospitality industry, Urban Heights Hotel registered a progressive decline in financial performance between 2021 and 2023. The decline in revenue generation has prompted the need to assess the cause of the problem and devise appropriate strategies that could improve the hotel's financial performance. Therefore, Urban Heights should adopt a transformational leadership style and appropriate marketing strategies to resolve issues like poor leadership and pricing that are causing a decline in the hotel's financial performance. This paper will evaluate the trends and patterns in Urban Heights Hotel's performance and identify the causes of the decline in revenue generation at the hotel. It will also propose a comprehensive strategy to revitalise the hotel's financial health.
Trends in Financial Performance
Urban Heights Hotel registered a decline in revenue and net income between 2021 and 2023. Based on trend analysis, the hotel's sales reduced between 2021 and 2023, resulting in decreased revenue collected. Its revenue decreased from £2,500,000 in 2021 to £1,800,000 in 2023, indicating a reduction in the money collected from occupancy, food, and drinks provided to guests. Besides, the hotel's operating expenses increased by £500,000 during the same period, from £1,800,000 in 2021 to £2,300,000 in 2023. Its net income also reduced during the same period, from £700,000 in 2021 to negative £500,000 in 2023, indicating that it made losses in 2023. The hotel's expenses on guest accommodation and employee salaries increased while the revenue collected from the operations declined. A reduction in net income indicates poor financial performance, which could drive the closure of the business.
Also, the hotel's accounts payable also increased from £2,500,000 to £3,000,000 within the same period, indicating a significant financial burden the hotel must resolve to achieve a good financial health. The shareholder's stake at the hotel declined by £820,000, while long-term liabilities increased by £50,000 during the same period. The hotel's assets, like account receivables, cash, and equivalents, were also reduced during the same period. The account receivables were reduced by £70,000, while cash and equivalents were reduced by £200,000 between 2021 and 2023.
Consequently, the financial health of the hotel can be presented through ratio analysis. Ratio analysis assesses an organisation's liquidity, profitability, and efficiency of its operations 9 (Fridson & Alvarez, 2022). The ratios are important in determining and making informed decisions about the financial health of an organisation. In this case, leverage, efficiency, and profitability ratios will be used to analyse Urban Height's financial health.
Figure 1: Revenue for Urban Heights Hotel

Figure 2: Operating expenses of Urban Heights Hotel

Figure 3: Net income

 Debt ratio= Total liabilities / Total assets
Urban Heights registered a debt ratio below one throughout the years, indicating that its assets exceed liabilities. It funds its assets using equity instead of loans.
2021
= £3,250,000/ £5,450,000
=0.60
2022
= £3,270,000/ £5,100,000
=0.64
2023
= £3,300,000/ £4,680,000
=0.71
 Asset turnover ratio = Net sales / Average total assets
The hotel recorded an asset turnover ratio of less than 1 throughout the years, indicating that its assets are not enough to generate adequate revenue at the end of each financial year. The low ratio indicates poor efficiency in generating revenue using available cash (Mareta et al., 2022).
2021
=£2,500,000/£5,450,000
=0.49
2022
=£2,200,000/£5,100,000
=0.43
2023
=£1,800,000/£4,680,000
=0.38
 Return on assets ratio (ROA) = Net income / Total assets
The hotel registered lower ROA throughout the years, including a negative value in 2023. This indicates that it is experiencing operational inefficiencies, resulting in losses (Mareta et al., 2022). 
2021
=£700,000/£5,450,000
=0.13
2022
=£200,000/£5,100,000
=0.04
2023
= -£500,000/ £4,680,000
= -0.11
Return on equity (ROE) ratio = Net income / Shareholder’s equity
The hotel registered a lower ROE, indicating poor investments of shareholder’s equity to generate profits (Fridson & Alvarez, 2022). The shareholders lost their investments during the period.
2021
=£700,000/£2,200,000
=0.32
2022
=£200,000/£1,830,000
=0.11
2023
= -£500,000/£1,380,000
=-0.36
 	Lastly, Urban Heights Hotel registered a poor financial performance between 2021 and 2023 compared to Marriot Hotel during the same period. The revenue of Urban Height declined across the years from £2,500,000 in 2021 to £1,800,000 in 2023, while Marriot’s revenue increased from £13.857B to £23.713B during the same period. Macrotrends (20240 indicates that Marriot’s operating expenses also increased during the same period from £12.037B in 2021 to £19.789B in 2023, while Urban Heights registered an increase in operating expenses from £1,800,00 in 2021 to £2,300,000 in 2023. The net income of Marriot Hotel also increased from £1.099B in 2021 to £3.803b in 2023, while that of Urban Heights declined from £700000in 2021 to -£500000 in 2023 (Macrotrends, 2024).
Macrotrends (2024) illustrates that Marriot’s operating expenses increased relatively with its revenue and net income, indicating that it made significant profits during the period. However, the operating expenses of Urban Heights increased while its revenue and net income were reduced, indicating that it experienced losses during the period. Therefore, Marriot Hotel registered a good financial performance during the same period that Urban Heights registered huge losses. This indicates that Urban Heights has issues with its occupancy rates, customer satisfaction, or other factors like leadership, which could hinder it from performing well in the highly competitive hospitality industry. The hotel registered a lower asset turnover ratio, ROA, and ROE, indicating operational inefficiencies and poor investment decisions, inhibiting it from generating profits.
Table comparing the financial performance of Urban Heights Hotel and Marriot Hotel (Macrotrends, 2024)
	Item
	2021
	2022
	2023

	
	Urban Heights
	Marriot
	Urban Heights
	Marriot
	Urban Heights
	Marriot

	Revenue
	2,500,000
	13.857B
	2,200,000
	20.773B
	1,800,000
	23.713B

	Operating expenses
	1,800,000
	12.037B
	2,000,000
	17.216B
	2,300,000
	19.789B

	Net income
	700,000
	1.099B
	200,000
	2.358B
	(500,000)
	3.803B


Figure 4: comparing revenue for Urban Heights and Marriot Hotel (Macrotrends, 2024)
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Figure 5: Comparing operating expenses for Urban Heights and Marriot Hotel (Macrotrends, 2024)
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Reasons for the Decline in Profitability
Urban Heights Hotel recorded poor financial performance between 2021-2023. The decline in its revenue can be attributed to poor leadership and management structure (Rahim, 2023). The lower ROA and ROE of the hotel indicate operational inefficiencies and poor investment decisions, which occur mostly due to poor leadership structure. According to Legrand et al. (2022), poor leadership in hotel organisations increases the risk of poor performance, lack of productivity, and overall loss of profitability. Leadership informs the management of the organisation’s operations and investment decisions (Sürücü & Sağbaş, 2021). In this case, the ineffective leadership could have affected employee morale and created a negative work environment, resulting in poor service delivery and guest experience. Ali et al. (2021) and Alnawas and Hemsley-Brown (2019) observe that the success of hotel organisations relies on the ability to improve guest experiences, such that hotels with poor service delivery register lower occupancy rates and eventual decline in profitability. Hence, ineffective leadership influenced poor management decisions at Urban Heights, resulting in a progressive decline in revenue generation.
Besides, the loss of profitability can be attributed to stiff competition in the hotel industry, where many hotel organisations offer similar services as Urban Heights (Stojcic et al., 2019). The availability of affordable and quality services at hotels like Marriot influences guests to seek services in those hotels, reducing bookings and occupancy rates at Urban Heights (Margaretha et al., 2022). The competitors were likely offering guests high-quality services and personalised experiences, making it challenging for Urban Heights to attract guests. For instance, UK hotels like Marriot offer personalised and unique services, which make the customers feel valued and satisfied. Amoako et al. (2019) explain that personalised services increase hotels’ competitive edge and customer base, making it challenging for hotels like Urban Heights to compete effectively. Thus, Urban Heights registered revenue reduction over the years due to stiff competition.
Additionally, Chiles (2021) explains that a poor pricing strategy could affect the hotel’s revenue generation. Poor pricing, such as charging more than competitors for similar services, could compel guests to seek alternative accommodation (Malik et al., 2020). Higher prices drive away guests to competitors, resulting in lower occupancy rates at the hotel. Pricing in hotel organisations fluctuates based on seasons, such that the hotel’s failure to predict and raise prices according to market demands could drive away customers (Hayes et al., 2021). Lastly, poor marketing strategies could have contributed to the decline in Urban Height’s revenue. Alnawas and Hemsley-Brown (2019) explain that poor marketing tactics, like emphasising short-term promotions instead of the long-term building of the organisation’s brand, could have affected the hotel’s reputation and ability to attract guests. Inconsistent branding reduces trust in the organisation and affects the development of positive customer relationships, which inhibits it from creating a loyal customer base (Khan et al., 2022). Similarly, the hotel’s marketing tactics were not appealing to potential guests, inhibiting them from prioritising the hotel when seeking accommodation. Thus, poor pricing and marketing strategies reduced guests and revenue at Urban Heights Hotel.
Strategy
Urban Heights should adopt a new leadership strategy that values employee well-being and customer satisfaction. The current leadership structure has demonstrated ineffectiveness in managing the organisation’s operations and investment decisions. In this case, adopting a transformational approach to leadership can salvage the hotel and put it on track for improved financial performance. Portela Maquieira et al. (2020) explain that transformational leadership involves encouraging, inspiring, and motivating employee performance. Employees who feel valued are likelier to perform better in pursuing the organisation’s objectives. The leadership style can motivate them to strive beyond their limits and achieve positive organisational outcomes (Portela Maquieira et al., 2020). It will influence the provision of quality services at the organisation, increasing its competitive edge and overall revenue growth.
According to Aftab et al. (2023), transformational leaders coordinate with employees in making decisions affecting the organisation’s performance. The leadership strategy can enhance operational efficiency at Urban Heights Hotel since it will influence employees to align their activities with the hotel’s mission. It will motivate employees to offer excellent customer service and personalised quest experiences, which is crucial in winning the loyalty of guests (Aftab et al., 2023). It will also promote collaboration in identifying opportunities for improvement and rectifying loopholes that may affect revenue generation at the hotel. The opportunities can inform investment decisions at the hotel for improved ROE. Notably, the transformational leadership approach has proved effective at the Marriot Hotel. Catana and Toma (2021) explain that Marriot Hotel employs a leadership approach to inspire employee productivity and good customer service. It has established a culture of quality service delivery, increasing the organisation’s reputation and attracting guests. In this case, replicating the leadership style at Urban Heights could revitalise the organisation’s performance and revenue generation. Thus, changing the leadership approach could resolve the operational inefficiencies and improve investment decisions at Urban Heights Hotel.
Other strategies to increase revenue generation at Urban Heights include investing in marketing to promote the organisation’s services to potential guests. Excellent marketing tactics like using influencers and celebrities for endorsement can increase the organisation’s customer reach and revenue growth (Alnawas & Hemsley-Brown, 2019). Similarly, it should invest in novel technology like artificial intelligence (AI) to help predict market trends for informed pricing strategies. The technology will collect data on market trends and make appropriate price adjustments that align with guests’ needs (Limna, 2023). Therefore, appropriate adjustment of prices and adoption of effective marketing tactics can increase the organisation’s customer base and revenue generation.
Conclusion
Urban Heights can improve revenue generation by adopting a transformational leadership style and appropriate marketing and pricing strategies. The organisation registered poor financial performance between 2021 and 2023, with a significant revenue and net income decline. Its asset turnover ratio, ROE, and ROA are lower, indicating operational inefficiencies and poor investment decisions. Its financial performance was lower than that of its competitors like Marriot Hotel. These problems are attributed to poor leadership, ineffective marketing tactics, and poor pricing at the organisation. As a result, to improve revenue growth, Urban Heights should adopt a transformational leadership approach and invest in appropriate marketing tactics and pricing strategies. The transformational leadership style is used it Marriot Hotel, hence replicating will improve the revenue and competitive edge of Urban Heights. Henceforth, hotels in the hospitality industry should prioritise employee well-being and satisfaction to ensure optimum service delivery and guest satisfaction.
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Revenue in billions for urban Heights Hotel (2021-2023)
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Operating expenses for Urban Heights (2021-2023)
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Net income in billions for Urban Heights (2021-2023)
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