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[bookmark: _Toc181352517]Introduction 
This case study report aims to assess The City Hotel's financial issues and propose a comprehensive turnaround strategy. The urban hotel boasts a restaurant, bar, and event space, but revenue, occupancy, and satisfaction are down. Competition, economic downturns, operational inefficiencies, and consumer preferences have hurt City Hotel's profitability. Revenue fell from £5,307,480 in 2022 to £2,325,440 in 2023, resulting in negative operating income. These tendencies show the hotel must fix its issues to survive. A study will assess the hotel's profitability, liquidity, and solvency. Competition and operations will reduce profits. Finally, The City Hotel will create a detailed recovery plan to improve finances, customer satisfaction, and market position. Hotel stability and growth will be restored by this analysis and methods. 















[bookmark: _Toc181352518]Evaluation of Financial Performance Trends and Patterns
For three years, Urban Heights Hotel's revenue, expenses, profitability, liquidity and solvency have shown extraordinary changes. Extensive hotel investigation finds concerns. 
[bookmark: _Hlk181832187]Revenue: Revenue plummeted 56.2% from 2022's £5,307,480 to 2023's £2,325,440. The decline began in 2021 with £5,248,290 sales. Revenue drops raise doubts about the hotel's strategy and market position. Local hospitality rivalry, client preferences, and economic factors like inflation and lower discretionary expenditure may have slowed business (Drury, 2021). This challenging scenario cut operational income from £674,730 in 2022 to £1,218,850 in 2023. Financial analysis suggests Urban Heights Hotel has urgent difficulties. 
[bookmark: _Hlk181832217]Expenses: Hotels' bills have climbed despite decreasing income. As revenues fell, the cost of goods sold dropped from £401,510 in 2022 to £176,250 in 2023, indicating cost reduction. The financial problem cannot be solved by this reduction. In 2023, staff costs were £1,233,160, down from £1,770,700 in 2022. Continuous employee costs imply overstaffing or inefficiency (Walker, 2020). External expenses fell from £1,675,410 in 2022 to £1,071,030 in 2023, although profitability may not have increased. Tax obligations fell from £133,020 in 2022 to £88,950 in 2023 due to lower income and profitability. Declining property, plant, and equipment increased depreciation and amortisation, endangering long-term operations. 
[bookmark: _Hlk181832249]Profitability: The profitability of the business is troubling. The Gross Profit Margin was 92.16% in 2021 and 92.43% in 2022 and 2023. A stable margin indicates COGS control. Unfortunately, the Net Profit Margin fell from 6.36% in 2021 to 5.74% in 2022 and -48.79% in 2023. This sharp reduction signals operational issues that could lead to net losses from lower revenue and higher costs (Seal and Rohde, 2019). ROE decreased from 15.5% in 2021 to 12.3% in 2022 and -85.0% in 2023. The hotel's inability to create shareholder returns has reduced ROE, indicating profitability difficulties. 
	Ratios
	Formula
	2021
	2022
	2023

	Gross Profit Margin
	(Revenue - COGS) / Revenue
	(5,248,290 - 411,600) / 5,248,290 = 92.16%
	(5,307,480 - 401,510) / 5,307,480 = 92.43%
	(2,325,440 - 176,250) / 2,325,440 = 92.43%

	Net Profit Margin
	Net Income / Revenue
	333,930 / 5,248,290 = 6.36%
	304,650 / 5,307,480 = 5.74%
	(1,134,950) / 2,325,440 = -48.79%

	Return on Equity (ROE)
	Net Income / Shareholder's Equity
	333,930 / 2,152,750 = 15.5%
	304,650 / 2,472,200 = 12.3%
	(1,134,950) / 1,334,370 = -85.0%


[bookmark: _Hlk181832295]
Liquidity: Short-term obligations suffer from liquidity ratios. Current Ratio dropped from 0.96 in 2021 to 0.93 in 2022 and 0.64 in 2023. Urban Heights Hotel cannot pay short-term creditors using current assets if its current ratio is below 1. The Quick Ratio fell from 0.94 in 2021 to 0.92 in 2022 and 0.62 in 2023. This hotel lacks liquid assets to pay creditors even without inventory (Atrill and Mclaney, 2021). Cash Ratio dropped from 0.38 in 2021 to 0.30 in 2022 and 0.15 in 2023. Since cash reserves can't meet current liabilities, this ratio shows the hotel's cash flow problem. 
	Ratios
	Formula
	2021
	2022
	2023

	Current Ratio
	Current Assets / Current Liabilities
	1,891,970 / 1,957,360 = 0.96
	1,965,340 / 2,107,750 = 0.93
	1,285,880 / 2,014,600 = 0.64

	Quick Ratio
	(Current Assets - Inventories) / Current Liabilities
	(1,891,970 - 35,230) / 1,957,360 = 0.94
	(1,965,340 - 36,350) / 2,107,750 = 0.92
	(1,285,880 - 29,470) / 2,014,600 = 0.62

	Cash Ratio
	Cash and Cash Equivalents / Current Liabilities
	740,590 / 1,957,360 = 0.38
	641,620 / 2,107,750 = 0.30
	295,510 / 2,014,600 = 0.15


[bookmark: _Hlk181832325]
Solvency: Solvency ratios indicate long-term risks and leverage. The debt-to-equity ratio rose from 4.73 in 2021 to 5.16 in 2022 and 10.09 in 2023. The hotel's large debt financing is problematic if profitability doesn't improve, as this enormous increase shows. High debt-to-equity ratios indicate financial instability, especially amid declining revenue. The hotel's interest coverage ratio shows debt-service capacity (Wild, 2018). This ratio was 13,283.20 in 2021 and 13,494.60 in 2022, demonstrating high earnings-to-interest expenses. Operating income fell in 2023, resulting in -24,377.00 interest coverage. Because it cannot pay its interest, this statistic suggests the hotel may go bankrupt. 
	Ratios
	Formula
	2021
	2022
	2023

	Debt to Equity Ratio
	Total Liabilities / Total Equity
	10,684,940 / 2,256,180 = 4.73
	13,338,050 / 2,583,030 = 5.16
	14,243,390 / 1,410,580 = 10.09

	Interest Coverage Ratio
	Operating Income / Interest Expense
	664,160 / (assumed 5%) = 13,283.20
	674,730 / (assumed 5%) = 13,494.60
	(1,218,850) / (assumed 5%) = -24,377.00



Finally, a three-year revenue and spending review shows a worrying drop. These trends must be addressed for hotel viability. Urban Heights Hotel's three-year financial record shows substantial profitability, liquidity, and solvency issues (Drury, 2021). Debt management, short-term obligations, and profitability are falling. Strategic operational and financial reforms are needed to save the hotel. To reverse these trends and protect its future, Urban Heights Hotel must act soon. 














[bookmark: _Toc181352519]Key Reasons behind the Decline in Profitability of the City Hotel
Recent financial reports reflect City Hotel's declining profitability. Real-world events and the economy cause this drop for numerous reasons. Understanding these factors and relevant information helps discover improvement possibilities and create a profitability strategy. 

Figure 1: Reasons
Source: (Taiwo, 2023)
Increased Competition in the Hospitality Sector: Hospitality rivalry lowers City Hotel profits. Industry experts claimed several new boutique and budget-friendly hotels in key cities had opened, expanding hotel rooms by 20% in three years. This increased competition lowered the City Hotel's 2023 occupancy rate to 65% from 78% in 2021 (Simó, 2022). Airbnb has over 7 million listings in 2023, fragmenting the market. Competition reduced RevPAR from £90 in 2021 to £75 in 2023 (Yenidogan, Gurcaylilar-Yenidogan and Tetik, 2021). 
Economic Uncertainty and Inflation: Consumer spending has declined due to economic uncertainty, impacting City Hotel revenues. Travel cost more in 2022 due to 9.1% UK inflation. The ONS found that 60% of consumers would cut non-essential spending due to rising costs. The City Hotel lost 15% of reservations and income from £5.5 million in 2021 to £4.7 million in 2023 (Bourke, Izadi and Olya, 2023). Labour and utility prices have risen due to inflation, decreasing company profitability. Labour costs grew 5% in 2022, hurting the hotel. 
Changes in Consumer Preferences: The pandemic influenced hotel customers' tastes. The World Travel & Tourism Council found that 70% of tourists chose hotels for cleanliness and safety. If the City Hotel cannot provide these needs, clients may lose confidence. In 2023, guest cleanliness satisfaction dropped from 85% in 2021 to 75% (Lacalle, 2024). Unique experiences are desired. Without expanding its services, the City Hotel risks losing market share to competitors offering wellness programs or local cultural activities. 
[bookmark: _Hlk181831207]Operational Inefficiencies: Operating inefficiencies reduce earnings. A study found that outdated technology and poor staff management raised City Hotel prices. Due to resource allocation inefficiencies, the hotel's operating expenses grew 12% from £3 million in 2021 to £3.36 million in 2023 (Otte, 2023). Customer service issues boosted negative online reviews by 25%, limiting repeat bookings. Operational audits identify inefficiencies and optimise operations to increase productivity and save costs. 
[bookmark: _Hlk181831225]Dependence on Seasonal Business: Seasonal demand impacts City Hotel sales. Summer and holidays enhance hotel revenue. Financial flow may be affected by dependence. The hotel earned a £1.5 million peak and £200,000 off-peak in 2021 (Rsmuk.com, 2024). Unpredictability can cause overstaffing in busy months and understaffing in slow months. Off-peak events, conferences, and promotional packages stabilise cash flow and reduce seasonality. 
[bookmark: _Hlk181831241]Marketing Challenges and Brand Visibility: Guest attraction involves digital marketing and brand visibility. Marketing problems have hindered City Hotel's exposure in a crowded market. 63% of travellers investigate hotels online, per Statista (2023). Without investment, the City Hotel risks falling behind the internet and social media competition. Hotel bookings dropped 30% owing to bad online reviews (Taiwo, 2023). Revenue can increase with customer feedback, social media, and visibility in online marketing. 
Rising competition, economic uncertainties, changing client tastes, operational inefficiencies, seasonality, and marketing challenges affected the City Hotel's profitability. Strategic market positioning, operational changes, and marketing are needed to fix these issues (PwC, 2023). Understanding the fall's causes can help the City Hotel compete in a tough market. Regain market share and establish a solid company strategy with focus.




[bookmark: _Toc181352520]Comprehensive Turnaround Strategy for City Hotel
A comprehensive turnaround strategy is needed to revive the City Hotel's finances and reputation. This plan addresses operational efficiency, market repositioning, financial restructuring, customer experience, strategic marketing, and personnel development (Franco et al., 2019). These methods can revitalise and increase City Hotel revenue. 
[bookmark: _Hlk181831445]Financial Restructuring: City Hotel must restructure its finances to improve cash flow. A good financial analysis reduces costs and increases revenue. Liquidity may require renegotiating loan agreements to lower interest payments or obtaining new finance (García et al., 2021). Matching hotel budgets to operational goals enhances cost control. Budgeting and tracking reduce operating costs by 15% and increase earnings. 
[bookmark: _Hlk181831462]Operational Efficiency: Profitability and cost reduction depend on operational efficiency. Thorough audits identify operations, staffing, and resource allocation inefficiencies. Automation streamlines CRM and property processes. Using occupancy estimates, data analytics can optimise employment levels, saving 10-15% on labour. Buying in bulk and renegotiating supplier contracts can save COGS 5–7% (Peng, Lee and Lu, 2020). 
[bookmark: _Hlk181831479]Market Repositioning: Growth in sales and customers requires market repositioning. Target audiences may include business travellers, families, and millennials seeking unique experiences. City hotel wellness getaways and local culture may attract these populations. Research shows creative hotel experiences increase revenue by 20-30% (Cerchione and Bansal, 2019). Promoting the hotel's location or history may draw strange visitors. 
[bookmark: _Hlk181831498]Enhanced Customer Experience: City Hotel needs customer service to recover. Feedback from surveys and online evaluations can uncover changes. Cleaner rooms and friendly staff boost customer satisfaction. Hao, Xiao and Chon (2020) revealed that customer-focused hotels have 10-15% more recurring guests. Through repeat visits and consumer loyalty, loyalty programs improve revenue. 
[bookmark: _Hlk181831516]Strategic Marketing: Brand awareness and guest attractiveness necessitate clever marketing. SEO and social media increase traffic and clients (Qiu et al., 2020). Web advertising with targeting returns 200%. Promote unique offerings with travel influencers or local businesses. Marketing analytics enable real-time strategy adjustments for efficiency. 
[bookmark: _Hlk181831540]Staff Training and Development: Staff development improves service quality and efficiency. To satisfy clients, staff will undergo customer service, dispute resolution, and operational training. Research shows that well-trained staff can increase customer satisfaction by 20% (Peng, Lee and Lu, 2020). A decent environment and employee recognition enhance morale and reduce turnover, saving hiring and training costs. 

Figure 2: Strategies
Source: (García et al., 2021)
Turnaround requires a timeline. First-quarter financial and operational data audit. Before the first quarter ends, lower costs and improve. Market and customer feedback can be prioritised in 3 months. The hotel should boost customer happiness and efficiency in six months. Turnaround plan KPIs should measure success. RevPAR, occupancy, ADR, and guest satisfaction indicate hotel performance (Otte, 2023). In the first year, occupancy rose 10% and customer satisfaction rose 15%. Analysing financial performance against budget projections helps the hotel fulfil its goals.



[bookmark: _Toc181352521]Conclusion 
Competition, economic pressures, and operational inefficiencies cost the City Hotel money. Revenue and operating income plummeted, requiring immediate assistance. A comprehensive approach is needed to restore the hotel's finances and image. Unique selling points that appeal to the target demographic should distinguish The City Hotel from the competition. Restructuring operations enhances efficiency, cost, and service. Controlling spending and increasing profits needs cost management. A financial model can benefit from budgeting and spending monitoring. Creative promotions and internet presence can also revitalise marketing and attract clients. Improve customer experience to win back loyalty. Staff training, service quality, and facility improvements boost repeat business and recommendations. Focussing on five areas can help City Hotel reclaim market share and grow. A strategy is needed to navigate the landscape and turn difficulties into opportunities. 
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