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[bookmark: _Toc179018911]Executive summary
The financial profitability and operational challenges of The City Hotel, a hospitality establishment providing restaurant, bar and event services in an urban setting, are the main subjects of this case study analysis. Concerns regarding the hotel's sustainability have been raised by the notable drops in sales, occupancy, and guest satisfaction over the last three years. The goal of the study is to perform a comprehensive financial analysis, examining revenue, expenses, liquidity, and solvency ratios, and pinpointing the main causes of its poor performance.

Introduction
This case study focuses on The City Hotel - a hospitality of restaurant, bar and event services located in an urban environment and analyses financial profitability and operational issues. In the last three years, their sales, occupancy level, and guest satisfaction have plummeted, and there are concerns over the sustainability of the hotel. The discussion of the main goals includes ensuring the detailed financial analysis of the hotel. It comprises its revenue, expenses, profitability, liquidity and/or solvency ratios, and identification of elements that have contributed to the unfavourable results of the facility. 
The research also considers factors external to Airbnb, such as the effect of the COVID-19 pandemic, rising operating costs, and rising competition from other accommodations. Further, it seeks to produce a clear and comprehensive plan of executing a successful turnaround plan with a focus on improving customers’ satisfaction, organisational diversification, and marketing strategies. This will help to bring back organisational financial health and reputation to the hotel. With reference to these crucial areas, this explanation offers some valuable recommendations for the management of The City Hotel to confront the existing problems and increase its chances of success in the existing competitive environment in the sphere of hospitality.
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Scope and Objectives
[bookmark: _Toc179018913]Evaluation of the trends and patterns in the hotel’s financial performance
From the set of financial statements for the City Hotel for the past three years, there are serious deviations in the revenue growth, main expenses, profitability, and a poor position in the aspects of liquidity and solvency. Revenue has gone down from £5,248,290 in 2021 down to £2,325,440 in 2023, which show a relative reduction of down 56%. This decrease signifies giving rise to some factors that have, of late, posed threat to new and seasoned players in the hospitality industry, including the COVID-19 pandemic, changing preference among guests, and steep competition in the industry. 
Compared to 2021, the cost of goods sold only declined slightly to £176,250 in 2023. However, employee expenses have been volatile, increasing from £684,185 in 2021 to 1,770,700 in 2022 but then dropping sharply to £1,233,160 in 2023, assuming that hiring was reduced due to lower revenues. Other costs have also reduced by £1,894,720 in 2021 to £1,071,030 expected in 2023, pointing to possible cost-cutting measures on operation expenses to reduce losses. Nevertheless, these savings had a triple-negative effect on the hotel operating income, which BMI estimated to be £664,160 in 2021 and reduced to a loss of £1,218,850 in 2023, thus highlighting serious profit-making problems. 
Further, the case is evaluated for 2023 where it shows a net operating income loss of £1,134,950 against the previous year’s net operating income of £333,930 only. When it comes to liquidity ratios, it has been observed that there is a decrease in its working capital, which shows bad health where initially the company had £740,590 and severely down to £295,510 in 2023, which are bad signals for any company, especially the hotel industry. For solvency, the total amount of liabilities has increased from £10,684,940 in 2021 to £14,243,390 in 2023, while the total amount of equity has reduced from £2,256,180 to £1,410,580 respectively, to give a more dangerous figure, debt to equity ratio. All these trends indicate a declined financial position of The City Hotel embedded by shrinking revenues, increased losses, compromised liquidity and eroding solvency that requires immediate management action to effect change for the better.
[bookmark: _Toc179018914]Identification of the key reasons behind the decline in profitability
The loss in profitability is indicative of several areas of challenge for The City Hotel. The problems faced by the business consist of several distinct crisis compounded by both real-world events and practices, as well as emergent macro business trends. First, COVID-19 has become a severe pandemic and a major issue for most of the hotels because closed borders restrictive measures such as lockdowns and social distancing affect occupancy levels (Dube, 2021). As restrictions started being lifted, concerns regarding the virus and shifts in consumer behaviour, including the work-from-home policies, have decreased commercial and leisure travelling. This change in travelling has affected many hotels, including The City Hotel, as they struggle to make room and event space sales as these two areas have been some of the most significant income earners in the past (Ntounis, 2022).
Secondly, competition is so intensified which sees originations like short-term rental companies like Airbnb posing tough competition to the hotel (Panzone, 2021). It also noted that many of these alternatives provided cheaper and differentiated offers, which deprived The City Hotel of customers’ share of demand. Moreover, contemporary customers are interested in comfortable and more private and homelike spaces rather than the standardised hotel-like environments due to the emergence of a new travelling phenomenon referred to as digital travelling tourism (Rahimi, 2023). Consequently, in the current highly competitive environment, The City Hotel has failed to stand out from its competition, which has higher its revenue woes even higher.
Thirdly, increasing operating costs is one of the reasons why the hotel’s profitability has reduced over the years. While employee expenses have risen while the number of employees has been reduced, this shows that labour costs remain a problem, more so when markets for employees are stiff and skilled workers are scarce (Shukla, 2023). Additionally, increased inflationary factors have put pressure on the hotel’s costs by an increased rate in the prices of the utilities and supplies needed to run the business. These increasing costs push up the expenses, and keeping marginal profit is not easy when revenues are sometimes stabilised (Bhimani, 2006).
Lastly, unpredictable economic conditions have emerged to be the primary agents of hotel profitability decline. They have been accompanied by increased inflation rates within the broader economy, a factor that has an impact on the consumer purchasing power. Many people and companies around the world have cut down on their expenditures (Walker, 2021). Therefore, cutting down their spending on travelling and on aspects such as hotel accommodation led to a reduction in occupancies or bookings and, therefore, reduced revenues for The City Hotel. Also, there may be problems with financing due to economic changes and fluctuations. In aggregate with each other, these factors suggest that it is not just a singular problem that The City Hotel has lost profitability but rather the increases in costs and decrease in revenues are a result of external conditions and changing trends within the industry that will require a marked approach to solve (Zientara, 2024).
[bookmark: _Toc179018915]Development of a comprehensive turnaround strategy to revitalise the hotels’ financial health
This strategy will focus on five key areas like: improving customer satisfaction, expanding revenue model alternatives, increasing organisational effectiveness, intensifying marketing initiatives, and building a dynamic network of alliances (Nazarian, 2024).
1. Enhancing Customer Experience: Zientara (2024) emphasise that a communication plan should focus primarily on enhancing the customer experience. This may be done through the organisational effective staff training to enhance provision of services that impute high quality and uniqueness of the services to the guest. Fixing the current services offered may help expand the customer base. For instance, changing the hotel’s restaurant menu, which may include cafeteria-like services sourced from local producers depending on the seasonal food produced (Walker, 2021).
2. Diversifying Revenue Streams: It could include designing appealing products like night stopovers complete with tours around the city, cooking lessons, or other cultural attractions. Furthermore, the hotel can use its event services to market the hotel for business purposes such as meetings, receptions, and other events such as weddings and private parties (Al-Sabi ,2023). Perhaps it is possible to attract local customers and increase focus on community involvement by hosting themed nights or any other events at the bar and restaurant.
3. Optimisation of Operations: Efficiency will be the key to reversing increasing costs and improving profitability to reduce the workload on staff and save costs on operations such as shipping. By checking the various processes through which it operates it will be able to realise certain activities which are costly and can be eliminated (Bowen, 2024). This has prompted the use of technology solutions, including properly management systems inventory management solutions to reduce wastage. Also, the alteration of the supply prices to guarantee better terms and conditions and the consideration of efficiency technologies can reduce operation expenses. Cross-training of staff can also increase flexibility within the workforce to serve more than one function (Filimonau, 2021). Therefore, cut down the number of employees necessary to perform the different tasks within the company thus cutting down costs significantly.
4. Strategic Partnership Building: The City Hotel has the potential to expand its services to local business and tourists by entering strategic partnerships with local businesses, local tourism associations and event management companies. Partnering with local attractions to develop promotional offers can also improve the overall experience of guests, while marking more custom to both the business and other businesses which it partners with (Flynn, 2020). Local companies might be employing their facilities for meetings and events in their companies, thus opening possibilities of corporate business sponsorship in long-term contracts.
5. Perception of Implementing Sustainability Initiatives: The City Hotel should avoid pointless waste by minimising the use of plastic products, using energy-efficient items, and serving food produced organically around the region. By publicising such aspects in promotional items and social networks, the hotel can attract an increasing number of travellers who consider the environment while choosing a place to stay (Kravariti, 2024). Further, one can look for certifications like Green Key or the Earth Check to support such measures and enhance the hotel’s position in the desirably competitive market.
6. Leveraging Data Analytics: Organisations that harness the power of data analytics can help to enhance customer understanding, the frequency of booking and the rates to be charged. The strong CRM system will be helpful for The City Hotel as the company will be able to sort the guest data and, thus, adjust marketing messages and Guest experiences. Knowledge of booking seasons, customers, and expenses will help managerial accounting to make more sound decisions in terms of fare and promotion as well as utilisation of resources (Flynn, 2020). It has the potential to increase standard operation flow for increasing the overall organisation's profits while at the same time striving to have better relations with the guests.
[bookmark: _Toc179018916]Conclusion
Thus, The City Hotel is currently in a transitional period where operational changes are needed for company growth and development. From the analysis, several important financial issues are identified due to such problems as the decline in sales, the growth of costs, and changing customer needs. Also, incorporating sustainable measures and operations, as well as integrating big data in analysis, will add value in attracting extended ranges of customers and developing loyalty with guests. These proposed strategies are not only considered to have the potential of achieving improved financial viability but also that of building a sustainable business model suitable to the challenging environment of the hospitality industry. At the same time, by following these considered pieces of advice, The City Hotel will be able to manage these issues successfully and enter the market as a viable player for many years ahead.

Recommendations
Enhancing the customer experience through staff training and emphasising high-quality service delivery should be the management's top priority to revive The City Hotel's financial health. It's critical to diversify your sources of income; to reach a wider audience, think about providing special packages like cooking classes or guided city tours. Reduce expenses and boost efficiency by optimising operations using technological solutions for resource and inventory management. While holding community events can encourage local engagement, forming strategic alliances with nearby companies and tourism associations can increase visibility and yield reciprocal advantages. Travellers, who care about the environment will be drawn to destinations that implement sustainability initiatives, such as sourcing local produce and reducing plastic use. The City Hotel can ensure long-term success in the hospitality sector by implementing these strategies, which will increase its profitability, customer satisfaction, and overall market competitiveness.
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