




ASSIGNMENT 2:
THE CITY HOTEL CASE STUDY


[bookmark: _Toc181747367]Executive Summary
[bookmark: _GoBack]This report seeks to evaluate The City Hotel's financial performance over the past three years and identify the critical factors to blame for its significant revenue decline, occupancy rate and customer satisfaction decline. Located in an active urban environment, The City Hotel has been a habitually favoured appeal for leisure and business travellers, contributing to the local hospitality market. However, recent financial analysis reveals a troubling trend: Operating income was also in the red at £1,218,850, with a decrease in total revenue from £5,248,290 in 2021 to £2,325,440 in 2023.
Many internal and external factors explain the accommodation provider's decline, such as operational inefficiency, increasing competition from other types of accommodations, and bad customer feedback. This causes stakeholders to wonder whether the hotel will be viable and who owns the market.
To overcome the challenges outlined in the report, a comprehensive turnaround strategy for the market, service quality enhancement and cost management are recommended. The City Hotel can regain its lost reputation in the local hospitality market and become financially strong by targeting new customer segments, implementing staff training programmes, and renegotiating contracts with suppliers. Continuous monitoring and adaptive management practices are necessary to ensure these strategies and the hotel's sustainable future.
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[bookmark: _Toc181747368]Introduction
A city hotel has existed for some time now in an active urban setting that also provides a restaurant, bar and event, and the City Hotel's strategic location and extensive services have made an essential contribution to the local hospitality segment, attracting both businesses. In the traveller's years, though, the hotel has had many rough patches, including a tremendous drop in revenue, occupancy rates and customer satisfaction. This has been of concern to stakeholders in the future of the business. The City Hotel is declining in occupancy rates and will lose market share to competitors and revenue, suggesting that it has fewer guests and no less cost than when it was more occupied. This indicates inefficiencies in operational management. Furthermore, decreasing customer satisfaction indicates an enormous disconnect between guests' expectations and the offered service (Indajang et al., 2023).
This report evaluates The City Hotel's financial performance trends over the past three years and identifies critical factors leading to the company's steep decline. In addition, the report intends to provide a client-based turnaround strategy that will reposition the hotel to be viable both financially and in the local hospitality market.
[bookmark: _Toc181747369]Financial Performance Analysis
[bookmark: _Toc181747370]Review of Financial Statements
The City Hotel's financial performance over the last three years also shows an alarming change, seen the income statement and balance sheet data 2021 the hotel revenue amounted to £5,248,290, it increased by a small amount to £5,307,480 in 2022. Though, it dropped to £2,325,440 in 2023 and is consequently a loss of typically 56% on the previous year. This drastic reduction of revenue is scary and indicates that the hotel struggled mightily– income from being occupied and being competitive in the local marketplace went down drastically.
Utility income marched in steps with the hotel recording an operating income of £664,160 in 2021 and marginally rising to £674,730 in 2022 before nosediving to a loss of £1,218,850 in 2023. This dramatic shift indicates that, even as operational costs rise and revenues fall, the hotel can no longer remain financially viable.
Total assets on the bank sheet fell from £12,841,110 in 2021 to £12,645,370 in 2023 and reflect a depletion of the hotel's resource base. Within the same period, total liabilities grew from £10,574,370 to £12,074,210 and an escalating debt burden. This rise in debt level compared with declining equity points towards the hotel's growing dependence of borrowed funds to run through operations.
[bookmark: _Toc181747371]Key Metrics
To gain deeper insights into the hotel's financial performance, several key financial ratios can be evaluated:
Operating Margin
2021:

= 664,160/5,248,290* 100
= 12.6%
2023:

= −1,218,850/2,225,440* 100
= -52.5%
The operating margin is a critical indicator of profitability. In 2021, it was approximately 12.6% (£664,160 operating income / £5,248,290 revenue). By 2023, it had turned hostile, indicating significant operational inefficiencies.


Current Ratio (2023)

= 4,360,640/4,951,440 ​≈ 1.14
The current ratio measures the hotel's liquidity and ability to meet short-term obligations. As of 2023, total current assets were £4,951,440, while total current liabilities were £4,360,640, resulting in a current ratio of approximately 1.14. While this suggests a stable liquidity position, the tight margin leaves little room for financial manoeuvring.
Debt to Equity Ratio

= 1,500,470/12,074,210 ​≈ 8.05
This ratio illustrates the proportion of debt financing relative to equity. With total equity falling to £1,500,470 in 2023 and total liabilities at £12,074,210, the debt-to-equity ratio is significantly high, indicating increased financial risk and potential challenges in meeting obligations.
[bookmark: _Toc181747372]Trends and Patterns
Over the last three years, the analysis of financial statements shows a handful of bad indicators. The continuously decreasing revenue, especially in 2023, shows underlying problems with the attraction and retention of guests. This earned high operating costs, particularly in employee and external costs, implying many inefficiencies in operation that call for immediate attention.
Also, rising liabilities and falling equity indicate an increasing financial burden for the hotel, which can erode its long-term viability if corrective actions are taken immediately (Struckell et al., 2022). Based on these trends, The City Hotel is in a precarious financial position, and an urgent review and implementation of a comprehensive turnaround strategy is needed.
[bookmark: _Toc181747373]Causes of Decline
[bookmark: _Toc181747374]Internal Factors
Several internal causes for the decline in The City Hotel's financial performance would be operational inefficiencies and service quality problems. The hotel also faces a highly skilled but seriously trained staffing levels and employee turnover rates operational challenge. Lack of experience staff often results in high turnover, who are then unable to provide the high quality service to guests that the hotel aims for (Dogru et al., 2023). Other reports tell of guests waiting a long time for cheque in and lengths of time they wait for room service. Lapses in hygiene can also be found with rooms and public areas failing to meet the expected hygienic standards. All this has finally led to a crumbled overall guest satisfaction score, with negative reviews, and lower occupancy rates.
Additionally, The City Hotel’s management practises may not be consistent with the latest industry practise. The absence of communication or coordination between departments like front desk operations and housekeeping makes the operation less effective. As an example, when the front desk does not efficiently convey that a room is not available, guests may arrive and find that the room was not ready in time forcing occupancy rates to suffer. Moreover, lack of structured training programmes of employees for staff has made the situation worse because the staff are not well trained to give the best of service (Nzimakwe and Utete, 2024). Without a solid operational framework, the hotel undergoes great difficulty in adapting to changing customer demand.
[bookmark: _Toc181747375]External Factors
External influences also played a role in the hotel's decline. There has been a complete upheaval of the hospitality industry, particularly since COVID 19. During the pandemic, consumer behaviour was transformed significantly, and travellers chose short term rentals or alternatives to hotel stays in large numbers (Cui and Attard, 2024). The City Hotel has experienced declining demand for its services, in addition to a resulting decreased demand for hotel services that has further strained revenue.
The second challenge is the increased competition in the local market. Pressure has intensified on The City Hotel thanks to the rise of budget hotels and alternative options, such as Airbnb. Because of competing entrepreneurs who offer lower rates and attractive amenities (such as free Wi-Fi and free breakfasts), it is becoming increasingly difficult for The City Hotel to attract cost conscious travellers (Baquero, 2023). Hotel must not only optimise its service quality, but it should also reevaluate the way they are charging to stay relevant to its potential guests (Ali et al., 2021).
[bookmark: _Toc181747376]Customer Feedback
Due to customer feedback, the reasons for the hotel's decline are identified in part. According to online TripAdvisor and Google reviews TripAdvisor and Google reviews, many guests have complained about their experiences (Vásquez, 2011). Complaints include slow service, outdated facilities and dirty. Assuming that, for example, guests were upset at a hotel not meeting the standard for such a price point, they would speak poorly to others, resulting in less repeat business.
In addition, a recent survey of guests found declining satisfaction ratings, especially in service and amenities. Customers indicated that many of their expectations still needed to be met, adding to the gap between what the hotel offers and what customers prefer (Zhang et al., 2023).
Overall, The City Hotel's declining financial performance can be attributed to the two internal operational inefficiencies mentioned: external competitive pressures and negative customer feedback. Therefore, turnaround efforts must address these issues by implementing targeted management practices and strategic initiatives.
[bookmark: _Toc181747377]Turnaround Strategy Development
[bookmark: _Toc181747378]Strategic Recommendations
A holistic strategy to financially turn around The City Hotel is a requirement. It will need to include several main initiatives to help the hotel reduce its standing in the market, improve the quality of service, and enhance operational efficiency.
1. Market Repositioning and Targeting New Customer Segments: The City Hotel should explore how to recast its position in the market. The hotel can also expand its revenue streams by targeting new customer segments, business travellers, weekend getaways, and event planners, to fill undeveloped demand when occupancy is depressed (Ahani et al., 2019). Tailored packages, things like business traveller corporate discounts or local event special rates, can draw in more of a clientele. The hotel could also partner with local businesses and the tourism board to attract group bookings and organise events in the hotel's existing hotel facilities: the restaurant and the bar.
2. Enhancements to Service Quality and Customer Satisfaction: The City Hotel should first prioritise improving service quality. Staff training programmes that focus on excellence in customer service and operational efficiency are one way to achieve this. Management can implement a guest feedback mechanism, such as post-stay surveys or online review prompts, to identify areas for improvement (Assimakopoulos et al., 2014). Furthermore, refurbishing old facilities and adding new room amenities can improve the guest experience, result in good reviews, and continue the flow of repeat business and more word-of-mouth referrals.
3. Cost Management and Operational Efficiencies: An analysis of the hotel's cost structure must be done to pinpoint areas for savings. It includes renegotiating contracts with suppliers to get better rates on goods and services. The reduction of utility costs can be achieved by implementing energy-efficient practices. Moreover, adopting technology—such as property management systems to improve inventory control or online booking management- can improve operational efficiency and dramatically lower labour costs.
[bookmark: _Toc181747379]Financial Implications
The proposed turnaround strategies for The City Hotel comprise initial investments that are financially viable and will generate large long term returns. An example is that allocating resources to the marketing and promotional campaigns that appeal to new types of customer segments that may include business travellers and local event planners. While it entails upfront funding, there is a little potential for increasingly high occupied space rates and revenues from integrating packages (Stringer et al., 2020). With effective reach to these new segments, the hotel can boost its market share and generated higher sales volume.
Another essential part of the proposed strategy is improving service quality. There will be initial costs to implementing training programmes for staff, as well as refurbishing old facilities, but these are anticipated to translate into dramatically higher customer satisfaction scores. The better the guest experience, the higher the occupancy rates should be, and positively affect overall revenue streams (Liu, Wu and Li, 2022). This helps us to satisfy the customers and are more likely to return which drives repeat business and leads to positive word of mouth referrals. Also, operational efficiencies cost management initiatives are forecast to result in immediate savings. The City Hotel can cut its operating cost (without compromising service quality) through renegotiating of supplier contracts as well as adoption of energy-efficient practises. The two prongs of increasing revenue while simultaneously holding down costs improve profitability margins, permitting The City Hotel to stabilise its financial position and secure a long term existence in the market.
Finally, the proposed turnaround strategies respond to The City Hotel's immediate financial problems and create a basis for sustainable development and competitive differentiation in the local hospitality industry (Pereira, Silva and Dias, 2021). The hotel can then commit to better service quality, target new customer segments, and control costs efficiently to regain its reputation and financial health.
[bookmark: _Toc181747380]Conclusion
This paragraph summarises the rapid decline in The City Hotel’s revenue and operating income over the previous three years. Operating income went from nearly £400K in 2021 to nearly £1.6 million in 2023, and total revenue decreased from £5,248,290 in 2021 to £2,325,440 in 2023. The causes for this decline are operational inefficiency, increased competition from the nearby hospitality market, and poor customer feedback of service quality.  Only a fully implemented set of comprehensive turnaround strategies will guarantee the health and viability for the hotel's future. The City Hotel can compete again by redefining its brand, raise service quality and manage costs. Moreover, continuous monitoring and adaptive management practises are required. The hotel could define the appropriate price and customer satisfaction goals and perform real time financial; customer satisfaction and market trends analyse to take prompt action on the basis of the changing condition for the long term. Such organisations as The City Hotel, however, have strategies which would help in the retention of a profitable future.
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