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SUMMARY:
This report analysed the financial performance of City Hotel over three years reflecting severe profitability challenges through declining revenue and operational costs. Apart from higher expenses and liquidity constraints, City Hotel stands vulnerable to solvency risk as well. A detailed discussion of its financial problems along with solutions involving cost cuts targeted at precise areas and improved liquidity has been dealt with in this report (Baixauli-Soler et al., 2024).
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[bookmark: _30j0zll]Introduction to City Hotel and brief background:
City Hotel is an independent player in the competitive field of UK hospitality and has been experiencing financial stress. Revenue declines in 2023 were critical, and costs and less-than-ideal liquidity have made the business's sustainability questionable. The paper describes that, by finding primary financial trends for recommendations on cost control and liquidity, the hotel can stay more sustainable over a longer period.
[bookmark: _1fob9te]Three-Year Financial Analysis (2021-2023)
· The Revenue for 2021 was at £5,248,290 as highlighted in the chart, edged up by £5,307,480 in 2022, and then to £2,325,440 in 2023. The drop indicates reduced sales reduced market demand or operational ineffectiveness in the filling of rooms.
· The report states that the COGS stayed the same at £400,000 in 2021 and 2022 before tapering to £176,250 in 2023. Although these cuts correlate with the decrease in revenues, there are still other adjustments that can be found in operating expenses.
· The report further shows that the employee expenses at £1,233,160 in 2023 constitute the majority of the operating costs. Scheduling and cross-training employees may help offer the company's workforce flexibility as well as decrease labour costs (Ahmad et al., 2024).
· Operating income turned positive in 2021 (£664,160) and 2022 (£674,730), but currently is at a loss of £1,218,850 in 2023. Net income went the same way: from £333,930 in 2021 down to a loss of £1,134,950 in 2023. All of these need urgent improvement towards profitability. An increase in depreciation and amortisation expense can very well reflect over-engineered assets; hence, a better audit of asset usage may be the first step to improving return on investment.
· City Hotel faces liquidity constraints. Cash balances, however, were reduced from £740,590 in 2021 to £295,510 in 2023 while current liabilities are relatively high at £2,014,600 by 2023 as mentioned in the report. At this juncture, the firm faces considerable solvency risks as the hotel has substantially increasing lease debt. The firm will most probably need short-term financing or liquidation of assets to provide for increased liquidity and to settle short-term debts (Akash et al., 2024).
[bookmark: _3znysh7]Reasons behind Loss of Profitability
The report states that declining revenue with high fixed costs and increased debt amounts further minimised profitability for the City Hotel. Its economic conditions, for instance, encompassed rising inflation and higher interest rates which might have worsened the problems as stated by the report. Such external pressures and internal inefficiencies necessitate specific cost control as well as liquidity measures (Febiyanti et al., 2024).
[bookmark: _2et92p0]RBV applied to the City Hotel
The report highlights that the Resource-Based View approach allows City Hotel to focus on its unique resources and capabilities as the basis for competitive advantage. According to this theory, City Hotel should find VRIN resources- those that are valuable, rare, imitable, and non-substitutable-will make it stand out from the hospitality market. For instance, if City Hotel is found in the centre's prime location and a place famous among tourists; with a brand that is so famous, and develops customer loyalty, then those factors can be exploited by the hotel to attract and retain customers. City Hotel could also have professional staff or features, remarkable enough to make it offer an experience different from that of competitors, for example, a historic building or an interior inspired by local culture (Hongpukdee et al., 2024). By maximising these distinctive resources, City Hotel can make a unique offering that its competitors cannot easily duplicate, ensuring loyalty from customers and thus making it a preferred destination in the locality as stated in the report. RBV challenges City Hotel to invest in these resources and defend its specific set of resources, ensuring they create value to sustain its success.
[bookmark: _tyjcwt]PEST Analysis for City Hotel
[bookmark: _3dy6vkm]Political Factors:
· The report highlights that the City Hotel operates within the constraints of health, safety, and labour laws, which drive the operations. The cost structures involve minimum wages, rights to workers, and safety standards that impact profits (Murcia et al., 2023).
· Changes in tourism promotion policies, travel restrictions, or local taxes on accommodations will affect the entry of international guests and the City Hotel's pricing structure.
· Governments are becoming more aware of the issues of sustainability, which may force City Hotel to maintain eco-friendly practices to stay compliant and attractive to an aware and environmentally cautious guest.
[bookmark: _1t3h5sf]Economic Factors:
· Inflation, unemployment, and reduced discretionary spending reduce demand for medium-range hotels as consumers cut spending on budgeted hotels.
· With high interest rates, it becomes costly to service debts for City Hotel, hence leaving them with reduced room to manoeuvre in terms of investment and upgrading (Neolaka et al., 2023).
· The report assesses that this makes it costly for foreign guests seeking to visit the destination, thus probably lowering the occupancy rates for City Hotel.
[bookmark: _4d34og8]Social Factors:
· Budget and experience orientations in travel demand drop the demand for mid-range hotels as stated by the report. City Hotel will have to respond in light of changing perceptions of customers about value for money as well as unique, local experiences unique to a particular destination (Limidy et al., 2023).
· Most travellers are in pursuit of a greener destination and therefore environmentally sustainable accommodations. Adopting such sustainable practices would appeal to this market but at a cost of initial investments.
· The hospitality industry is struggling with staffing shortages, which makes it difficult for City Hotel to continually provide service quality and satisfaction.
[bookmark: _2s8eyo1]Technological Factors:
· As highlighted by the report, City Hotel should maintain an online existence to compete with its competitors at budget and premium. Social media, online travel agencies, as well as reviews (Anggraeni et al., 2024).
· Investment in property management systems, online check-ins, and other automation can improve guest experience and operational efficiency but may require significant capital.
· Utilising data to understand the behaviour of customers, pricing, and personalisation of experiences can enhance occupancy and loyalty, which gives a competitive edge in the competitive market.
[bookmark: _17dp8vu]4Ps Analysis for City Hotel
[bookmark: _3rdcrjn]Product:
· The study assesses that the city hotel provides a regular city accommodation experience, even with basic amenities, professional staff, and a favourable location. 
· Improving room quality, cleanliness, and service standards to enhance customer satisfaction and differentiate the City Hotel from other budget competitors.
[bookmark: _26in1rg]Pricing: 
· The report outlines that maintaining flexible pricing strategies is necessary. With dynamic pricing, rates could adapt according to demand fluctuation and seasonality as well as competitor pricing. 
· Providing accommodation with city tours or dining discounts adds value without a proportionate increase in price, thus attracting guests who want value for money.
[bookmark: _lnxbz9]Place:
· The report states that the location should also be in the urban area. The City Hotel benefits from easy access and proximity to local attractions, restaurants, and transport options that might appeal more to leisure travellers and business travellers.
· Better partnerships with local businesses may have package deals or special offers where value can be improved for City Hotel, thus increasing the staying power.
[bookmark: _35nkun2]Promotion:
· Digital marketing strategies included sponsored social media posts, website SEO, and integration with online travel agencies (OTAs) to increase visibility and attract more people (Aguiar, 2020).
· A loyalty program for repeat customers can be in place to build retention, whereas local influences or bloggers can be engaged to reach out towards the younger travellers' interest in unique experiences.
[bookmark: _1ksv4uv]Three Phases of Recovery for City Hotel
· [bookmark: _44sinio]Evaluative Stage: The study highlights the fact of judging the financial position of the hotel, the opinions of guests, and functional problems. These include revenue growth trends and overall cost when studying the assessment to indicate major problems of profitability.
· [bookmark: _2jxsxqh]Strategic Planning Stage: The City Hotel devises a plan with achievable objectives. It involves a redefinition of pricing strategies in hotels, changes in staffing, and the establishment of partnerships to bring in new customers in hotels (Krisbiantoro et al., 2023).
· [bookmark: _z337ya]Implementation Stage: Implementing the recovery strategies by introducing new services, enhancing marketing efforts, and introducing cost-cutting measures. The stage entails increasing occupancy levels and, gradually improving revenue streams while observing progress.
[bookmark: _3j2qqm3]Risk mitigation
The assessment states that the City Hotel might use risk acceptance and risk reduction to positively move around its decay in operations and finance. Risk acceptance may relate to the willingness to accept the degree of financial deterioration caused by market-related issues, but it can focus its efforts on other controllable functions (Chi et al., 2022).
The report further outlines that diversified sources of revenue can help reduce the risk. Unlike other hotels, which rely solely on occupancy rates, City Hotel can, for example, introduce co-working spaces, host local events, or start offering day passes to locals. Such changes do not only provide these new revenue streams but also reduce dependency on traditional occupancies. By accepting some risks strategically while reducing the impact of others through diversified offerings, City Hotel can thereby minimise the total financial impact and make resilience in a fluctuating market better.
[bookmark: _1y810tw]Risk Assessment:
The assessment shows that the City Hotel is exposed to a whole set of risks that not only influence its operation but also its long-term sustainability. The major ones include the operational risks affecting it at the moment, such as understaffing or maintenance failures which may lead to disrupting the daily running of operations. Therefore, the staff should be employed through training programs and preventive maintenance should be in place. Secondarily, the hotel faces financial risks since it has shown tendencies of dwindling profitability (Chowdhury, 2024). This can be offset by proper cash flow monitoring, waste of unnecessary expenditure, and more diversified sources of income through sources such as co-working and hosting events
Other key risks would be the market risks related to changing demand due to seasonal tourism and rising competition. The development of a good marketing strategy, structured in association with other local businesses, would be quite helpful in attracting more guests. The other major risk is reputational risk-very much amplified with the onset of online reviewers. Protecting its reputation would be ensured through high-quality service and actively managing guest feedback (Boubaker et al., 2024). Liquidity risk could develop in case the hotel cannot meet short-term obligations as highlighted in the report. Strengthening cash management and negotiations for better payment terms would handle this. By proactively managing such risks, City Hotel can be poised for a better recovery and turnaround.
[bookmark: _4i7ojhp]Conclusion
The report finally assesses that in the absence of proper intervention measures, long-term damages caused by the financial decline of the City Hotel could be severe (Jamil and Mohammad, 2023). However, detailed risk analysis and strategic recovery management will enable it to pull through this period, achieve operational cost reduction, optimise revenue generation, and improve quality service provision for the restoration of profitability. Diversifying its offerings, strengthening the marketing, and creating value for that hotel would give it a competitive advantage while also attracting even more customers to that particular hotel. Liquidity improvement and investment in technology as part of its risk management strategy would reduce financial risk and enhance cash flows. Also, renewal of the reputation of the hotel through customer service and proper management of online reviews is critical for the recovery of the hotel (Candra et al., 2023).
[bookmark: _2xcytpi]Recommendations:
· The report recommends that City Hotel opts for renegotiation of supplier contracts, energy-saving initiatives, and automation in specific functions that would allow the hotel to abstain from the services of third parties. Cost-cutting in maintenance, utilities, and supplies may make a significant saving for the hotel.
· The hotel should introduce a flexible labour model, more part-time workers or seasonal workers, whereby City Hotel can get control of its employee expenses when demand is low. Multi-skilled employees will streamline operations while maintaining service quality (Chen et al., 2024).
· City Hotel will consider refinancing at high interest, restructuring leases, and possibly the current assets where they might be selling the least-required properties or equipment to raise cash for operations as suggested by the report.
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