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[bookmark: _Toc182253225]1.Introduction

City Hotel is the subject of this report. The hotel has been experiencing poor performance for the last three years in all its segments: restaurant, bar, and event facilities. Once a thriving business in the hospitality industry, it has begun to show a slump in overall revenue along with low occupancy and customer satisfaction. The following report tries to appraise the financial condition of the hotel and to propose an overall turnaround strategy to revive the hotel's financial health and operational effectiveness. By detailed financial analysis and strategic recommendations, we aim to either restore the hotel's profitability or present the best possible exit strategy for the owner.

[bookmark: _Toc182253226]2. Financial Performance Evaluation

[bookmark: _Toc182253227]Revenue Analysis

	A companys earnings are typically detailed in its income statement or profit and loss statement which outlines the revenue generated along, with the expenses incurred and overall income over a time frame, like quarterly or annually. The revenues would usually be shown at the top of the income statement, and would represent the total proceeds earned from sale of merchandise or services prior to deduction of any costs or expenses (Johnson, 2023). For the case of The City Hotel, the annual revenues are highlighted in the provided income statement as follows:
2021: £5,248,290
2022: £5,307,480
2023: $2,325,440
These figures are the total sales or income from the operation, including but not limited to, room bookings, restaurant sales, hosting events among others.
As seen into the income statement of the City Hotel, the revenue has witnessed a sharp decline in the past three years- with approximately 57% (Fig.1). This significant fall in revenue basically depicts the failure of the hotel to attract and retain guests (Legohérel, Poutier and Fyall, 2013). The external economic factors were probably the main causes for revenue to go down in 2023: changes in consumer behavior, increased competitors of alternative accommodation options-for example, Airbnb-and the long-term impact brought about by the COVID-19 pandemic to tourism and hospitality (Marmol, 2021).

Fig.1 – The City Hotel Revenue Trend Chart

It has also meant that the revenues coming in from the restaurant, bar, and events have suffered accordingly. The growth in 2022, at only 1.1% revenue increase, also speaks to stagnation and an issue with the value proposition and market positioning of the hotel overall (Legohérel, Poutier and Fyall, 2013).

[bookmark: _Toc182253228]Expense Analysis

The Cost of Goods Sold decreased probably due to lower service demand and reduced inventory turnover from £ 411,600 in 2021 to £ 176,250 in 2023. However, the other major costs were employee costs and external expenses that have not fallen on a pro rata basis. Employee cost at £ 1,724,760 in 2021 fell only to £ 1,233,160 in 2023, which was still quite high to constitute a considerable chunk of the lowered revenue. External costs such as utilities, marketing, and supplies also remained quite high, decreasing only moderately from £1,894,720 to £1,071,030 within this period.
These figures underline the tendency towards a lack of active means of cost control, given that operational expenses were not properly adjusted in the context of the decrease in revenues. According to Michalowicz (2017), cited in Profit First, for a business to retain its profits even at low ebb, there has to be profit-focused control and restraint on operational costs. Not paying heed to such rules and adjusting fixed costs according to revenue decline, the business has further served to make things worse by worsening profitability, which, in essence, suggests the signaling of expenses to be managed with due caution.
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The City Hotel's operating income dramatically decline from a profit of £664,160 in 2021 to a loss of £1,218,850 in 2023. In the case of this hotel, unadapted operations and costs to falling revenue translate into negative profitability. The hotels net income has seen a drop, from a profit of £333 930 in 2023 to a loss of £1134 950 in 2023.The decline indicates that the hotel has not yet fully bounced back due to ongoing economic challenges, from outside and operational issues within (Michalowicz, 2017).

[bookmark: _Toc182253230]Liquidity and Solvency

The liquidity of the hotel has deteriorated, defined as the current ratio: current assets / current liabilities (Thakkar, 2014). In 2023 the amount dropped to £1285880 from £1891970, in 2023 while the present liabilities stuck, around £2000000 mark for the hotel implies that it may not have cash flow to cover its debts which raises the chances of facing bankruptcy (Michalowicz, 2017).
The structure of City Hotel is much dependent on liabilities, which stand for the hotel's obligations to third parties (Thakkar, 2014). The total liabilities are distressingly growing, having increased from £10,684,940 in 2021 to £14,243,390 in 2023. This upward change in financial obligations, especially in the long-term borrowings, indicates a potential liquidity problem to be strategically managed within the premise of financial management (Thakkar, 2014). Understanding what these liabilities consist of will provide an overview of a hotel's capability for sustaining the operation and implementing a successful turnaround strategy.

Fig.2 – Total Liabilities of City Hotel

Also, the debt-to-equity ratio has increased, reflecting a growing financial leverage (Thakkar, 2014). Whereas in 2021, the total liabilities to total equity ratio stood at about 4.7, this ratio has exploded to over 10 in 2023, reflecting a very high dependence on debt financing, which is clearly unsustainable for the hotel, looking at the present financial results.
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[bookmark: _Toc182253232]Market Trends
It is also apparent that the hotel industry has felt the recent pressure from alternative accommodations through Airbnb (Medium, 2019), among other sites, and changing consumer preferences for bespoke, experience-based stays. Many travelers these days would prefer boutique hotels or private rentals that offer unique experiences with flexibility in mind, something which traditional city hotels like The City Hotel cannot provide (Swindell, 2024). Besides, the wider urban hospitality market is suffering from oversupply, entailing downward pressures on prices and increased competition (Coopers, 2023).
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	The COVID-19 pandemic brought an industry-wide recession where the lockdown and travel restrictions brought the levels of guests to a meager few (ONS, 2021). While the pandemic finally passed us by recently and has left us well behind it now, it would appear that people are not feeling quite so sure about things and that the tourist sector is in no real hurry to bounce upwards once more, either. With prices going up and interest rates even higher, to make matters worse, people just do not have that cash to splash out on stuff-be it fancy hotels or dining out (Coopers, 2023).

[bookmark: _Toc182253234]Operational Issues
These operational inefficiencies continue to bite the hotel internally. The employee costs remain high, while the customer service ratings have not gone up, reflecting resource-performance mismatch (Huang et all., 2023). Added to this are outdated facilities, under-investment in technology, and a lack of innovation in the service offering that have further worsened the struggles of the hotel (Gibby, 2024).

[bookmark: _Toc182253235]4. Turnaround Strategy Development

A turnaround strategy is when a company realizes it has committed some big mistake; this being the call for a U-turn needed in order to correct such an error and minimize losses (Dinçer and Yuksel, 2020). The much-needed turnaround strategy in salvaging The City Hotel will range over cost management, revenue growth, customer satisfaction, marketing innovation and sustainability strategies.

[bookmark: _Toc182253236]4.1. Cost Cutting Strategies

[bookmark: _Toc182253237]Operational Efficiency
Operational inefficiency of City Hotel needs to be brought down to a minimum without further delay by the hotel through optimizing staffing level in relation to demand (Moltke, 2023). It can save considerable costs by moving to a leaner workforce during the off-season period. Renegotiation of supplier contracts and a reduction in non-essential expenses should also be carried out.

[bookmark: _Toc182253238]Energy Efficiency
Energy-efficient practices, such as LED lighting and energy management systems will reduce outside expenses (Chinchero and Alonso, 2020).
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[bookmark: _Toc182253240]Diversification of Revenue Streams 
Other revenue streams would involve ancillary services, such as catering to corporate events, offering wedding packages, or running seasonal deals. The hotel should make local partnerships with other tourist attractions to put together various packages that appeal to business and leisure travelers (Faster Capital, 2024).
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A dynamic pricing strategy-considerably adjusting room rates according to demand-would be a more practical approach in yield management without deterring guests who are sensitive to rates (Pricefx, 2020).

[bookmark: _Toc182253242]4.3. Improvement in Customer Experience
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Improvement in the training of staff is the key factor for enhancing customer experience. High employee cost needs to be translated into better service that justifies premium pricing (Moltke, 2023). Implementation of mystery shopper programs and real-time feedback mechanisms will help identify gaps in services.
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Main facilities like rooms and restaurants should be upgraded to contemporary standards. Investment in technology  can also elevate the experience of guests while simultaneously reducing personnel requirements (Gibby, 2024).

[bookmark: _Toc182253245]4.4. Marketing and Rebranding

[bookmark: _Toc182253246]Digital Marketing 
There is a need for the hotel to engage in focused digital marketing to ensure that their brand gets back on track. This includes engaging people through social media, content marketing with travel bloggers, and collaboration with online travel agents for its visibility.

[bookmark: _Toc182253247]Loyalty Programs 
A well-implemented loyalty program will go toward retaining frequent guests and offer incentives to make more bookings. A multi-tier reward system that offers discounts and special services will be quite attractive to both corporate and leisure customers (Bowie and Buttle, 2013).

[bookmark: _Toc182253248]4.5. Sustainability Strategy
	
	Sustainable strategies and their benefits:
	Sustainability Strategy
	Action Steps
	Benefits

	Energy Efficiency & Renewable Energy
	- Invest in solar panels or geothermal systems
- Utilize energy-efficient equipment which significantly decrease electricity and gas usage costs (Jain, 2023).
- Install motion sensors for lighting
- Educate staff and guests on ways to save energy
	- Reduced pollution
- Energy costs reduced

	Water Conservation
	- Install water efficient showerheads and faucets
- Encourage guests to reuse their towels and linens
- Use rainwater collected for landscaping purposes is boosting the hotel’s eco reputation in addition to reducing costs (Kelly, 2024).
	- Lowers water usage
- Reduces operational costs
- Increases eco-friendly reputation

	Waste Minimization
	- Enhancement of in-house recycling programs
- Reduce usage of single-use plastics
- Use eco-friendly biodegradable toiletries
- Develop and promote waste minimization: food reduction programs include portion control, donation of excess food, composting (Kelly, 2024).
	- Cost savings from reduced waste disposal
- Operations earn sustainable branding attention

	Sustainable Provisions
	- Source food and supplies locally from sustainable suppliers
- Provide farm-to-table dining with locally sourced cuisine
- Eco-friendly, ethically sourced in-room amenities
	- Support for local economy
- Decreased transportation emissions.
- Attracts eco-conscious customers (Kelly, 2024)

	Green Certifications & Marketing
	- Obtain certifications, such as Green Key, LEED, EarthCheck (SiteMinder, 2024).
- Sells market certifications to ecotourists and business customers
- Educates the community on its capacities to be a sustainable destination
- Appeals to a niche market interested in preserving the environment
	- Appeals to eco-conscious travelers and corporate clients




Fig.3 - Sustainability Cost vs. Savings for City Hotel
The chart above summarizes the costs against the savings of the different sustainability initiatives; this will help in justifying the financial viability of adopting green strategies for The City Hotel. Furthermore, the chart also shows the estimate of costs and potential savings that could possibly be achieved by The City Hotel for several sustainability initiatives: energy efficiency enhancements, reduction of water consumption, and waste minimization.
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All these external economic circumstances, combined with internal inefficiencies, have brought a significant fall in the financial performance of City Hotel. On the other hand, a well-implemented turnaround strategy could enable this hotel to regain profitability and reputation through proper focus on cost reduction, increase revenue, and revitalization of marketing efforts. This would involve immediate action in securing its business, offering further enhancements to customer satisfaction, and slowly regaining lost market share in a highly competitive environment.

[bookmark: _Toc182253250]6. Recommendations

The revenue growth is significantly reduced over the last three years, with an overall average growth of -27.54% at The City Hotel. This trend of negative growth is largely influenced by the extreme decline in revenue between 2022 and 2023. If this trend continues, then the forecasted revenue for 2024 could further be reduced to approximately £1,684,280 = Forecasted Revenue=Revenue in 2023×[1+(100/Average Growth Rate​)]. However, despite forecasted declining revenue, there indeed exists the opportunity for The City Hotel to reverse this current trend and reflect positive growth, provided certain strategic enhancements are made.
It is necessary to restore financial health to the hotel by minimizing operational inefficiencies and creating cost-saving measures. This will be about optimizing staffing levels, making improvements to its facilities, and training staff in focused customer service for better hospitality and guest satisfaction. Grow revenue through package events and partnering with local businesses; inspire sustainability through energy-efficient means and waste reduction that appeal to the consciousness of guests while lowering costs. Therefore, it will implement a sound digital marketing strategy and loyalty programs in order to gain visibility and ensure long-term profitability. 
These strategies will enable The City Hotel not only to absorb the downturn in revenue but also be in a better position to benefit from any future upturn in market conditions.

[bookmark: _Toc182253251]7. References

Bowie, D. and Buttle, F. (2013). Hospitality Marketing. Taylor & Francis.
Chinchero, H., and Alonso, J., (2020). A Review on Energy Management Methodologies for LED Lighting Systems in Smart Buildings. [online] ResearchGate. Available at: https://www.researchgate.net/publication/342121395_A_Review_on_Energy_Management_Methodologies_for_LED_Lighting_Systems_in_Smart_Buildings [Accessed 11 Oct. 2024].
Coopers (2023). Hotels Must Accelerate Transformation as Cost Pressures Hit the Bottom Line. [online] PwC. Available at: https://www.pwc.co.uk/industries/hospitality-leisure/insights/hotel-operating-efficiency-in-spotlight-with-rising-costs-on-track-to-outstrip-revenue-growth.html. [Accessed 05.10.2024].
Dinçer, H. and Yuksel, S. (2020). Handbook of research on decision-making techniques in financial marketing. Hershey, PA: Business Science Reference, an imprint of IGI Global.
Faster Capital (2024). Ancillary Revenue: Beyond the Sale: Tapping into Ancillary Revenue Streams - FasterCapital. [online] FasterCapital. Available at: https://fastercapital.com/content/Ancillary-Revenue--Beyond-the-Sale--Tapping-into-Ancillary-Revenue-Streams.html [Accessed 18 Oct. 2024].
Gibby, T. (2024). Council Post: Is Underinvestment In Tech Holding Your Company Back? Forbes. [online] 12 Aug. Available at: https://www.forbes.com/councils/forbesbusinesscouncil/2022/12/13/is-underinvestment-in-tech-holding-your-company-back/ [Accessed 22 Oct. 2024].
Huang, J., Balezentis, T., Shen, S. and Streimikiene, D. (2023). Human capital mismatch and innovation performance in high-technology enterprises: An analysis based on the micro-level perspective. Journal of Innovation & Knowledge, [online] 8(4), p.100452. doi:https://doi.org/10.1016/j.jik.2023.100452. [Accessed 14.10.2024).
Kelly, F. (2024). How Hotels Can Minimize Their Environmental Impact: Best Practices and Innovations. [online] Hospitality Net. Available at: https://www.hospitalitynet.org/opinion/4123999.html [Accessed 11 Oct. 2024].
Legohérel, P., Poutier, E. and Fyall, A. (2013). Revenue Management for Hospitality and Tourism. Woodeaton, Oxford: Goodfellow.
Jain, S. (2023). Investing In Renewable Energy For A Sustainable Future. [online] Forbes. Available at: https://www.forbes.com/sites/investor-hub/article/investing-in-renewable-energy-for-a-sustainable-future/. [Accessed 07.10.2024].
Johnson, R.W. (2023). Financial management. Boston: Allyn And Bacon.
Marmol, T.D. (2021). PESTLE Analysis: Prepare the best strategies in advance. 50Minutes.com.
Medium (2019). Harvard Real Estate Review - 2019. A New Era of Lodging: Airbnb’s Impact on Hotels, Travelers, and Cities. [online] Medium. Available at: https://medium.com/harvard-real-estate-review/a-new-era-of-lodging-airbnbs-impact-on-hotels-travelers-and-cities-de3b1c2d5ab6. [Accessed: 07.10.2024]
Michalowicz, M. (2017). Profit first : transform your business from a cash-eating monster to a money-making machine. New York: Portfolio/Penguin.
Moltke, N. von (2023). How to Develop a Staffing Planning (With Staffing Plan Example). [online] AIHR. Available at: https://www.aihr.com/blog/staffing-planning/. [Accessed 11.10.2024].
ONS (2021). Employment in the UK - Office for National Statistics. [online] www.ons.gov.uk. Available at: https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/employmentintheuk/november2021. [Accessed: 12/10/2024].
SiteMinder (2024). Hotel sustainability: A full guide for hotel owners. [online] Hospitality Net. Available at: https://www.hospitalitynet.org/explainer/4120392.html. [Accessed 07.10.2024].
Swindell, C. (2024). Why Boutique Hotels Are Ideal for Solo Travelers Seeking Unique Experiences. [online] VBW Ventures. Available at: https://vbwventures.com/why-boutique-hotels-are-ideal-for-solo-travelers-seeking-unique-experiences/ [Accessed 11 Oct. 2024].
Thakkar, V. (2014). Balance Sheet: The Tale of Asset & Liability. TV 18 BROADCAST LTD.
‌
Total Liabilities Breakdown

2021	Short-term Borrowings (£)	Long-term Borrowings (£)	Other Current Liabilities (£)	Total Liabilities (£)	399760	8113710	936300	10684940	2022	Short-term Borrowings (£)	Long-term Borrowings (£)	Other Current Liabilities (£)	Total Liabilities (£)	319910	7755840	985070	13338050	2023	Short-term Borrowings (£)	Long-term Borrowings (£)	Other Current Liabilities (£)	Total Liabilities (£)	47505	8290570	797640	14243390	



Sustainability Costs vs. Savings

Initial Investment (£)	Energy Efficiency (LED Lighting)	Water Conservation (Low-flow Fixtures)	Waste Reduction (Recycling Program)	Solar Panels Installation	HVAC Upgrade (Efficient Heating/Cooling)	Eco-Friendly Toiletries 	&	 Supplies	Smart Energy Management System	10000	5000	3000	50000	15000	2000	8000	Annual Cost Savings (£)	Energy Efficiency (LED Lighting)	Water Conservation (Low-flow Fixtures)	Waste Reduction (Recycling Program)	Solar Panels Installation	HVAC Upgrade (Efficient Heating/Cooling)	Eco-Friendly Toiletries 	&	 Supplies	Smart Energy Management System	4000	2500	1200	10000	6000	800	3500	Payback Period (Years)	Energy Efficiency (LED Lighting)	Water Conservation (Low-flow Fixtures)	Waste Reduction (Recycling Program)	Solar Panels Installation	HVAC Upgrade (Efficient Heating/Cooling)	Eco-Friendly Toiletries 	&	 Supplies	Smart Energy Management System	2.5	2	2.5	5	2.5	2.5	2.2999999999999998	Long-Term Savings (5 Years) (£)	Energy Efficiency (LED Lighting)	Water Conservation (Low-flow Fixtures)	Waste Reduction (Recycling Program)	Solar Panels Installation	HVAC Upgrade (Efficient Heating/Cooling)	Eco-Friendly Toiletries 	&	 Supplies	Smart Energy Management System	20000	12500	6000	50000	30000	4000	17500	



Revenue Trend Chart

2021	Revenue (GBP)	5248290	2022	Revenue (GBP)	5307480	2023	Revenue (GBP)	2325440	
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