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1. Introduction
The City Hotel, located in the urban area, has been providing accommodations, food services, and banquet halls as the hotel services. The hotel has reported low sales, low occupancy rates, and low customer satisfaction indices as major challenges. The owner fears that his business is not sustainable, and he has asked for help to determine whether strategic management of the hotel is possible or simply promising to restore the financial problem and the image needed. This report analyses the hotel’s current trends and assesses the financial health of the hotel, factors influencing profitability and a strategic plan of operation for restoring profitability and sustainability of the hotel.
[bookmark: _Toc181144830]2. Trends and Patterns in Hotel Performance
The analysis that has been conducted in this section is based on the information given in the assignment brief about The City Hotel and all the figures are made by the author.
[bookmark: _Toc181144831]2.1. Revenue and Cost Analysis
[image: ]The projected revenue of the hotel for the period between 2021 and 2023 is depressed, showing £5.2 million for 2021 and £2.3 million for 2023, a decline of £3.0 million or 56%. This decline, alongside maintaining high costs, has significantly inhibited profitability. Travel costs have continued receiving focus with a slight contraction in the 2023 financial year. About 33% to 41% of the annual revenues were borne by employees, a sector that requires effective cost-constraint measures. The same applied to the external expenses that also increased in 2021 at £1.89 million and have been a constant or marginal concern for the hotel, as indicated by the figures below.

Figure 1: Expense Distribution Year 2021 (Author)
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Figure 2: Expense Distribution Year 2022 (Author)
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Figure 3: Expense Distribution Year 2023 (Author)
[bookmark: _Toc181144832]2.2. Profitability Trends
The operating income in the year ended 31 December 2021 and 2022 was only £660,000, i.e., slightly positive. However, in the 2023 statistical report, the income from operation decreased to a negative point (-£1.2 million), revealing substantial operational problems. The revenue was halved while the cost was not optimally reduced; the operation and profit of the hotel have significantly declined. The bar chart below depicts the profitability trends of City Hotel.
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Figure 4: Profitability Trends of City Hotel 2021-2023 (Author)
[bookmark: _Toc181144833]2.3. Liquidity and Solvency Analysis
Liquidity has been declining in the hotels as cash and cash equities are reducing from £740 590 to £295 510 in 2023. An unfavourable cash trend shows that it becomes difficult to meet short-term obligations and is a major threat to most operations. Below is a detailed analysis of liquidity and solvency in tabulated form.
Table 1: Liquidity Analysis (Author)
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Table 2: Solvency Analysis (Author)
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2.4. Balance Sheet Analysis
Based on the balance sheet, the changes have been reflected in the liabilities, more so in the long-term borrowings, which stood at £8.1 million in the year 2021 and are forecast to increase to £8.29 million in the year 2023. Lease debt has also risen, thus reducing financial flexibility even more. The equity has reduced significantly to £1 41 million in the year ended 31 March 2023 from £2 58 million in the year ended 31 March 2022 because of increased losses. Below is the bar chart depicting the balance sheet analysis of City Hotel.
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Figure 5: Balance Sheet Analysis of City Hotel 2021-2023 (Author)
[bookmark: _Toc181144835]3. Key Reasons
[bookmark: _Toc181144836]3.1. Economic Environment
The hospitality industry, including The City Hotel, depends on the general economic environment as a major determinant of success. Over the past few years, recessions, which have been caused by pandemics and inflation, have exerted pressure on the disposable money per capita in numerous consumer categories. This has seen many people cut down spending on factors such as transport, accommodation, and other things, namely amenities (Shapoval et al., 2020). The Covid COVID-19 pandemic has brought about severe changes in travelling and tourism since many unknowns discourage people from travelling for both business and recreational purposes (Jęczmyk et al., 2023). Global inflationary pressures have escalated this concern and inflated operational expenses such as energy costs, supply chain constraints, and reduced consumer’s propensity to consume hotel accommodations (Trif et al., 2024). Therefore, the occupancy levels at The City Hotel have reduced, thus having an adverse effect on its earnings. 
[bookmark: _Toc181144837]3.2. Operational Inefficiencies
There is a tendency for high costs for employees and external factors in the operation of The City Hotel, which has failed to bring down with reducing revenues. These inefficiencies point to areas that lack proper cost control and may reveal areas in which the cost is not well managed as also discussed in a study by Ghani et al. (2022). For instance, high employee costs might signal that the organisation has too many employees, is not efficiently scheduling them or is not effectively cross-training employees. Similarly, external overhead costs are still a major cost driver and may be identified to relate to expired supplier contracts or ineffective purchasing strategies (Marentette et al., 2009). 
[bookmark: _Toc181144838]3.3. Declining Customer Satisfaction
Satisfaction can be a strong factor in occupying rooms in hotels or any place in the hospitality industry to get more clients and increase income a second time (Radojevic et al., 2017). The findings indicate that reduced customer satisfaction is a clear warning sign for The City Hotel to focus on the guest experiences. Low occupancy levels and adverse remarks imply that the hotel's physical infrastructure and the services offered may not be adequate for the current generation of travellers. A possible reason is that the hotel’s facilities and guestrooms may not have been renovated for a long time and thus may be less pleasing to the eye when compared to similar existing competitor hotels as also discussed as major factors in studies by Matthew (2016), Turner and Hesford (2018), and Cobanoglu et al. (2021). Modern guests require fast and free internet connections, an ergonomic workspace, smart rooms, and other facilities (Deri et al., 2023) that could be missing in The City Hotel. Aspects that include slow service, impersonal gestures, or unfriendly interactions from staff may lead to the guests having a poor impression of the hotel or resort, which may affect their likelihood of returning for another stay (Peng & Zhang, 2020). 
[bookmark: _Toc181144839]3.4. Lack of Market Adaptation
The hospitality market has expanded significantly, and now customers prefer individual and original services (Kandampully et al., 2017). Further, customers in today’s world are more inclined towards experience tourism rather than a hotel stay, especially with millennial and Gen Z travellers (Popşa, 2024). The City Hotel has not well transformed itself to suit these changes; it is still firmly grounded on a model that is far from what customers want in a hotel currently. Lack of integration of these modern trends might make some of the hotel’s facilities and services look unfashionable and unconvincing in comparison with more active offers of the competitors, which will lead to a decline in occupancy rates and customer loyalty (Setianingsih & Nursaidah, 2023). 
[bookmark: _Toc181144840]3.5. Financial Strain from Debt
Last year’s financial flexibility has been limited by total debt, which incorporates long-term and lease debt. Although debt may be effective in acquiring or repairing facilities, leveraging without adequate revenues means debt overhang. Closely related, the two most significant sources of liabilities in City Hotel are the long-term debt and lease debt, which have risen over the years, thus exerting pressure on the firm’s cash flow, especially with receipts down (as described in the assignment brief). The increased debt means that there is limited cash to invest back on issues such as marketing, facility, or service, which are central to the hotel business (IMF, 2024). Also, a cost that relates to debt payments (interest) reduces cash for working capital purposes, therefore constraining liquidity. Relying heavily on debt financing will also affect the hotel’s credit standing or cost and accessibility of financing to borrow in the future (Kose et al., 2020).
[bookmark: _Toc181144841]4. Turnaround Strategies
Below are the proposed strategies for The City Hotel.
[bookmark: _Toc181144842]4.1. Cost Optimisation
Minimising operating expenses is important for The City Hotel. Flexibility acquires workforce and reduces the number of direct employees during certain periods or expands the workforce in some areas and time however, at the same time, it increases staffing flexibility through cross-training (Dunn et al., 2023). Further, negotiation with suppliers can also be useful to decrease the amount spent on outside suppliers because of the contract escalation, which allows the search for new contractors (Rogers & Fells, 2017). On the other hand, introducing Energy and Utility Optimisation practices like light emitting diode lighting, programmable thermostats, and Energy Star commodities also help in cutting down expenses for utilities in the long run greatly (Carli et al., 2017).  
[bookmark: _Toc181144843]4.2. Enhancing Revenue Streams
The need to establish new and additional sources of income is critical to counter more declines in occupancy and revenues. Dynamic Pricing will enable the hotel to have specific rates in the more occupied periods, periods when demand is low, or when competition is lowering its rates (Bayoumi et al., 2012). Moreover, focusing on Event and Conference Facilities will ensure local businesses and organisations visit these sectors through advertisement for event and conference halls, corporate events, and group events. Promoting services that include both accommodation and event services can make it easy to maintain good occupancy rates. Expansion of various packages and association with local tourism corporations will increase the hotel portfolio, which will create various tourism segments encompassing tourism activities and wellness treatment segments that will attract both international and domestic travellers (Nasiche, 2024).
[bookmark: _Toc181144844]4.3. Improving Customer Experience
Enhancing the client experience plays a major role in influencing the reactions of the customers, such as revisits and positive feedback. These are generally enhancing the look of the rooms, increasing the efficiency of accessing the Wi-Fi and improving the look of the general areas found within the Hotel (Tai et al., 2021). Additionally, Enhanced Service Training should be introduced to ensure that staff develops good and professional bargaining character in customer relations to enhance the satisfaction of the guests. The hotel also needs to implement and adopt personalised services that will include changes in guest room preferences, tracking guest preferences, and welcoming amenities (Ambepitiya & Dharmasiri, 2017).
[bookmark: _Toc181144845]4.4. Debt Restructuring
When it comes to the pragmatic approach, restructuring is needed to decrease the current load and enhance revenues. Getting with Creditors to have payment terms postponed or interest rates lowered may assist in eradicating quick cash flow problems. Further, the Lease Re-evaluation exercise could reveal what the company could do to achieve a more effective use of financial resources, such as vacating excess spaces or subletting the spaces to other occupants (Ledger, 2024).
[bookmark: _Toc181144846]4.5. Digital Marketing and Online Presence
The firm must have an influential online presence in contemporary society. Starting Social Media Campaigns via Instagram and Facebook can reach younger people more inclined to make urban hotel stays. This should come out, though, during promotions that should focus on the speciality of the hotel, any features, or promos. In the same manner, Targeted banner ads on Google ads and specific social media platforms will directly market to travellers in the search for hotels since the targeting will be based on geo-location, interests, and demographics (Ahmed & Saeed, 2021). More effective management of reviews in relevant platforms such as TripAdvisor and Google will create an opportunity for the hotel to engage clients’ feedback, hence enhancing the reviews and increasing the perceived trust among the potential clients (Michalis, 2023). 
[bookmark: _Toc181144847]5. Conclusion
The problem statement of the research is that the City Hotel is experiencing significant threats in the areas of financial performance, customer satisfaction and operational performance due to threatening economic factors, internal inefficiencies, and changes in the market environment. From this assessment, areas requiring prioritisation for attention have been highlighted for consideration, including cost efficiency, diversified revenues, innovative customer’ satisfaction, and strategic debt. Introducing adequate changes to these elements, in addition to digital marketing and service flexibility adjustments, could lead to the substantive improvement of the financial status and competitive advantage of the hotel. Through adherence to the agreed strategic pattern of structuring the hotel based on the analysis of customer’s needs, the hotel can be well-positioned to confront the challenges of today and create the platforms for growth in the highly dynamic and competitive industry.	
6. Recommendations
Based on the above analysis the recommendations are:
· Implement comprehensive cost-control measures and operational efficiency practices to reduce unnecessary expenses.
· Diversify revenue sources to mitigate the impact of declining occupancy rates.
· Develop loyalty programmes that reward repeat customers with special offers, discounts, or exclusive services to retain customers.
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