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Summary:
City Hotel centred within the heart of the bustling city, is a well-established mid-size hotel that recently experienced intense financial and operational pressures in terms of profitability, market share, and reputation. However, the competitive landscape is changing more and more into favouring budget hotels as cost-conscious consumers continue to reshape traditional market dynamics. The report will analyse causes such as inflation and consumer shifts that have arisen to add to those problems because most guests now look at affordability rather than luxurious perks. With these factors of markets gaining stronger influences over the spending of people, it has been challenging for City Hotel to meet the targets set in terms of occupancy and revenue (Ampountolas and Legg, 2024). 
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[bookmark: _Toc182395171]Introduction:
The report highlights that the financial and operational problems of City Hotel highlight the need for a revitalisation strategy in keeping with restore the financial viability of the hotel, improve its market position, and refresh the brand image of the hotel. The hotel now faces severe challenges that are both internal inefficiencies and external market factors. Internally, it has had increasing labour and maintenance costs that affect its bottom line. Its external issues include challenges from the budget hotels and platforms for online rentals besides a general economic landscape affected by inflation and changing spending patterns of consumers that put so much stress on its ability to maintain its customer base according to the study (Yang et al., 2021). Therefore, it could focus on developing operational audits, targeted digital marketing, and revenue stream diversification through ancillary services to improve the financial stability and efficiency of hotel operations (Krisbiantoro et al., 2023).
[bookmark: _Toc182395172]Financial Crisis 
[bookmark: _Toc182395173]Revenue Decline
The report outlines that the annual revenue for City Hotel declined to more than 56% between the years 2021 to 2023, showing that there are existing underlying problems in its operational strategies and that its hotel offerings are not compatible with the type of market that prevailed in the recent past. Even though City Hotel had a good revenue generating total of £5,248,290 in the year 2021, it declined hugely down to £2,325,440 by the year 2023. According to further investigation, the sharp decline indicates that current revenue generation strategies may not be strong enough or are not appropriately aligned with market needs, economic change, or the expectations of customers (Adeyeri, 2024). A very sharp decline in such a short period is an indication of deep structural challenges in the manner in which this hotel approaches revenue optimisation, possibly related to competitive pressures, changes in the way customers are returning, or even misaligned service offerings.
According to the investigation, its revenue drop is met by City Hotel, which has had its costs of operating reduced considerably, especially in labour, down from £1,724,760 in 2021 to £1,233,160 by 2023. This can also be said of the external operating costs that have declined from £1,894,720 in 2021 to £1,071,030 by 2023. The report highlights that these cuts have loosened off part of the thrust on profitability. Despite these savings, the financial performance of the hotel has deteriorated as a whole. Operating income has declined from a positive amount of £664,160 in 2021 to an alarming negative amount of £1,218,850 in 2023. The decline in operating income puts aside the point that despite cost cuts at City Hotel, they have not been of significant proportions to offset the drastically falling revenues (Ahmad et al., 2024).
[bookmark: _Toc182395174]Cost-Cutting Practices and Process Improvements
The report highlights that the City Hotel's efforts in stabilising finances do not only include labour and external cost cuts but also operational expense changes. A closer look into the cost structures shows that depreciation expenses have jumped to a six-fold increase since 2021. Depreciation expense was at £409,900 in 2021; however, in 2023, it increased to £661,590. Such an increase in depreciation should indicate if the hotel invested more assets or if there's a wearing down of its current assets, adding strain to profitability. Higher costs of depreciation further reduce the net earnings, which in turn will further worsen the financial strain and make it even tougher to regain profitability (Akash et al., 2024). 
[bookmark: _Toc182395175]Asset Health and Liquidity Impact
In addition to profitability, the total financial position of City Hotel presents alarming implications about its liquidity and overall health in assets that further exacerbate its financial vulnerability according to the study. This is compared to the hotel's present assets over three years, from £1,891,970 in 2021 to only £1,285,880 in 2023, reducing the short-term quick response to its financial obligations. 
The report shows that cash reserves have also decreased drastically, in particular, the cash position that stood at £740,590 in 2021 and recorded at only £295,510 in 2023. Such a drastic fall in liquidity would not make way for the hotel to meet its short-term liabilities while also lowering the buffer available to shock operational bumps. Low cash flows and reduced current assets reflect that City Hotel is at greater risk for liquidity crises, which may endanger its day-to-day operations, especially when there is an urge to meet immediate cash needs (Baixauli-Soler et al., 2024). 
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Apart from liquidity problems, the equity of City Hotel has faced critical sufferings, which raises solvency concerns according to the research. Owners' equity, from 2021 to 2023, decreased from £2,152,750 down to £1,334,370, resulting in a huge loss in the financial base of the hotel. However, simultaneously, reliance on the debt of the hotel has gone up due to the increase in non-current liabilities from £8,727,580 to £12,228,780. This trend suggests a growing dependence on more and more debt to cover operations, and this indicates that City Hotel is experiencing rising pressure from debt servicing. The report highlights that the weak equity base with growing long-term liabilities turned out to be a drag as the adverse debt-to-equity ratio turned the business vulnerable to interest rate fluctuations and heightened its general risk profile of finance. This would further reduce operational flexibility because more revenue needs to go towards servicing debts rather than reinvesting in growth areas (Boubaker et al., 2024).
[bookmark: _Toc182395177]Revenue recovery phases:
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[bookmark: _Toc182395179]1. Threat for New Entrants
The barriers to entry for the hospitality sector are typically low, especially in an urban environment according to the report. The Budget hotels and boutique providers raise competitive pressures on City Hotel. To mitigate this risk, City Hotel should focus on differentiators to utilise its key selling points, including customised packages, event hosting, and theme experiences, to attract particular market segments.
[bookmark: _Toc182395180]2. Bargaining Power of Suppliers
Financial analysis at City Hotel reveals that supplies and external services have been the main contributors to low profitability. The report outlines that the hotel can embrace key suppliers into long-term agreements for cost stabilisation.
[bookmark: _Toc182395181]3. Bargaining Power of Buyers
Guests in the hospitality industry also exercise a very high bargaining power due to many available alternatives. City Hotel should develop loyalty schemes that attract back customers by giving them special offers and promotions (Residata et al., 2023).
[bookmark: _Toc182395182]4. Threat of Substitute Products or Services
The report further states that alternative forms of accommodation, such as Airbnb or short-term lets, have made the hospitality industry highly competitive. From City Hotel, there must be unique services that differ from such alternatives, including personalised tours, local partnerships, and cultural events, to enable it to offer a unique value proposition, which could be different from its substitutes.
[bookmark: _Toc182395183]5. Competitive Rivalry
The competition in the urban hospitality industry has downward pressures on occupancy and rates. In this regard, City Hotel needs to implement digital marketing strategies with a focus on SEO and social media advertisements, which will increase the potential base of customers according to the report (Tsindeliani et al., 2022).
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[bookmark: _Toc182395185]Risk of Sustained Revenue Decline
City Hotel should have a customer loyalty program to help stabilise occupancy. In addition, researching the market will help determine the segments or preferences that are not tapped and to which the hotel could cater to fine-tune its service (Lee et al., 2023).
[bookmark: _Toc182395186]Operational Risks
City Hotel can keep out of service disruption caused by its dependence on single suppliers as it diversifies the supply base. It should further invest in training its staff to ensure its service quality remains high even during the change in its operational process.
[bookmark: _Toc182395187]Financial Instability Caused by Debt Level
The hotel must renegotiate the terms of debt to improve cash flow. It can also increase its equity ratio by bringing in new investors to reduce dependency on debt financing.
[bookmark: _Toc182395188]Reputational Risks
City Hotel must work actively to seek positive customer feedback and online reviews to enhance its reputation. Collaborating with local influencers for promotion campaigns will also increase its image (Kapoor and Kapoor, 2021).
The turnaround strategy at City Hotel can thus be organised into three primary phases for effective implementation. 
The report suggests that, over the initial 0 to 5 months, the emphasis in Phase 1 is on immediate stabilisation through efficiency in operations (Febiyanti et al., 2024). Through audits, unnecessary expenses incurred without impacting guest satisfaction would be weighed, and these wastes could be trimmed off to enhance cost savings without sacrificing service quality. 
In this stage, digital marketing will also be improved in terms of focusing efforts on social media and opportunities in collaboration with local influencers that can enhance the hotel's profile (Saura, 2021). 
Service development and customer retention from months 5-11 are important in moving into Phase 2. It will be service level standardisation that will keep the guest experience uniform across the stay, and other services such as cleanliness, efficiency, and personalisation will increase the satisfaction of customers. 
Lastly, in Phase 3, weeks 11 to 23, The report suggests that the core theme will focus on the diversification of revenues. Providing experiences targeted towards distinctive experience-related purchases, such as tours for local cuisine or city walks around the area will attract guests who are looking to spend money for memorable experiences and help the hotel move ahead in a differentiation strategy, ensuring long-term financial health (Bhatti et al., 2023).
[bookmark: _Toc182395189]Conclusion
This analysis alerts the city hotel to which areas of the critical pressures by competitors, substitutes, and customer demands the strategic adjustments should make the most difference (Calza et al., 2023). City Hotel needs to regain its market position by streamlining labour costs, renegotiating suppliers, and bringing in efficient practising operational areas. Cost control would be one of the critical factors to improve profitability under the economic burdens the industry is facing. The report finally concludes that applying Porter's Five Forces gives City Hotel insight to look at how intense competition shapes the fight and struggle of the hotel through its competitors, substitute pressures, and customer demands. The analysis highlights that for its targeted size of customers and attracting more brand loyalty, the hotel's digital presence will be relevant for City Hotel. This is because the amount invested in an updated website, a full customer relationship management (CRM) system, and targeted digital marketing campaigns will help City Hotel interact with new as well as returning guests more effectively and reach its target of getting more direct bookings and reducing dependence on third-party platforms. With efforts on cost optimisation, digital growth, and proactive risk management, City Hotel is geared up for a sustainable and profitable future in a competitive urban hospitality market.
[bookmark: _Toc182395190]Recommendations: 
· City Hotel has to maintain an optimum cost structure by proper control of costs through labour, which forms a significant proportion of the cost pool of a hotel. This could be achieved without diluting service quality by developing efficient shift schedules, cutting overtime, and automation check-in/out processes (Almulaiki and Waleed, 2023).
· The report also recommends capturing wider audiences. City Hotel should invest in an updated website and mobile app that significantly ease the process of online booking as well as provide instant perks for direct reservations via the hotel's digital channels.
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