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[bookmark: _Toc191377672]Executive Summary
The City Hotel, a well-established urban hotel with restaurant, bar, and event facilities, has experienced a significant decline in revenue, occupancy rates, and customer satisfaction over the past three years. This report evaluates the hotel’s financial performance, identifies the key reasons for its decline, and proposes a turnaround strategy using Bowman’s Strategy Clock as a framework for analysis.
The financial analysis reveals a sharp decline in revenue from GBP 5,248,290 in 2021 to GBP 2,325,440 in 2023, alongside a deteriorating profitability position, with operating income dropping to a loss of GBP 1,218,850 in 2023. Liquidity and solvency are also under pressure, with cash reserves declining and long-term borrowings increasing.
The primary reasons for the decline include external factors such as economic downturns, increased competition, and the aftermath of the COVID-19 pandemic, as well as internal issues like operational inefficiencies, customer dissatisfaction, and underinvestment in key areas.
Using Bowman’s Strategy Clock, the report recommends a differentiation strategy to reposition the hotel as a provider of unique value, focusing on service excellence, unique amenities, technology integration, and sustainability initiatives. The proposed turnaround strategy includes short-, medium-, and long-term actions to restore profitability, improve customer satisfaction, and ensure long-term viability.
The report concludes that the business can be saved with a well-executed turnaround strategy. Key recommendations include adopting a differentiation strategy, investing in service and amenities, implementing technology and sustainability initiatives, and rebranding the hotel to attract high-value customers.
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[bookmark: _Toc191377673]Introduction
The purpose of this report is to assess the financial health of The City Hotel, identify the root causes of its declining performance, and develop a comprehensive turnaround strategy to restore profitability and customer satisfaction. The report evaluates the hotel’s financial performance over the past three years, analyses internal and external factors contributing to its decline, and proposes actionable recommendations using Bowman’s Strategy Clock as a strategic framework.
The City Hotel’s declining revenue, profitability, and customer satisfaction pose a significant threat to its future viability. This report aims to provide the owner with a clear understanding of the challenges facing the business and a roadmap for recovery.














[bookmark: _Toc191377674]1. Financial Performance Analysis
[bookmark: _Toc191377675]1.1 Revenue and Profitability
The hotel’s revenue has declined significantly, from GBP 5,248,290 in 2021 to GBP 2,325,440 in 2023. This represents a 55.7% decrease over three years, indicating a severe loss of market share and reduced customer demand. Operating income has also deteriorated, turning from a profit of GBP 664,160 in 2021 to a loss of GBP 1,218,850 in 2023. This decline in profitability is alarming and suggests that the hotel is struggling to cover its operating expenses.
The decline in revenue and profitability can be attributed to several factors, including reduced occupancy rates, lower average daily rates (ADR), and decreased spending in the hotel’s restaurant and bar facilities. The hotel’s inability to attract and retain customers has resulted in a significant drop in revenue per available room, a key performance indicator in the hospitality industry (Chattopadhyay and Mitra, 2019).
[bookmark: _Toc191377676]1.2 Expenses
Cost of goods sold (COGS) has decreased from GBP 411,600 in 2021 to GBP 176,250 in 2023, which could indicate cost-cutting measures or a reduction in sales volume. Employee costs have also decreased from GBP 1,724,760 in 2021 to GBP 1,233,160 in 2023, suggesting possible layoffs or reduced working hours. While these cost reductions may have provided short-term relief, they have likely contributed to declining service quality and customer satisfaction.
External expenses, including taxes and duties, remain high, totalling GBP 1,071,030 in 2023. Depreciation and amortization charges have increased, indicating potential underinvestment in asset maintenance and upgrades. The hotel’s inability to control external expenses and invest in its facilities has further exacerbated its financial challenges.
[bookmark: _Toc191377677]1.3 Liquidity and Solvency
The hotel’s liquidity position has weakened, with cash and cash equivalents declining from GBP 740,590 in 2021 to GBP 295,510 in 2023. This reduction in liquid assets could hinder the hotel’s ability to meet short-term obligations, such as paying suppliers and employees.
Long-term borrowings have increased from GBP 8,113,710 in 2021 to GBP 8,290,570 in 2023, raising concerns about the hotel’s solvency. The hotel’s debt-to-equity ratio has also worsened, indicating increased financial leverage and a higher risk of default. Managing debt levels and improving liquidity will be crucial for the hotel’s survival (HARRIS and RAVIV, 1991).
[bookmark: _Toc191377678]2. Key Reasons for Decline
[bookmark: _Toc191377679]2.1 External Factors
1. [bookmark: _Toc191377680]Economic Downturn: The global economic slowdown has reduced consumer spending and business travel, impacting the hotel’s revenue.
2. [bookmark: _Toc191377681]Increased Competition: The rise of alternative accommodation options like Airbnb has eroded the hotel’s market share (Tavitiyaman, Qu and Zhang, 2011)
3. [bookmark: _Toc191377682]Pandemic Aftermath: The lingering effects of COVID-19, including reduced events and tourism, have hurt occupancy rates (Yok Yen Nguwi, 2023).
[bookmark: _Toc191377683]2.2 Internal Factors
1. [bookmark: _Toc191377684]Operational Inefficiencies: High costs and inefficiencies have reduced profitability.
2. [bookmark: _Toc191377685]Customer Dissatisfaction: Declining satisfaction scores suggest the hotel is failing to meet guest expectations.
3. [bookmark: _Toc191377686]Underinvestment: Lack of investment in marketing, staff training, and facility upgrades has weakened the hotel’s competitive position.
[bookmark: _Toc191377687]3. Bowman’s Strategy Clock Analysis
According to Bowman, (1998) Bowman’s Strategy Clock provides a framework for analysing competitive strategies based on price and perceived value. The City Hotel currently occupies a low price/low value position, competing primarily on price while failing to deliver sufficient value to customers 
To escape this unsustainable position, the hotel should adopt a differentiation strategy, focusing on providing unique value to justify higher prices. This strategy involves enhancing the guest experience through superior service, unique amenities, and innovative offerings.
[bookmark: _Toc191377688]3.1 Differentiation Strategy Components
1. [bookmark: _Toc191377689]Service Excellence: Invest in staff training to improve service quality and guest interactions.
2. [bookmark: _Toc191377690]Unique Amenities: Introduce distinctive features such as a rooftop bar, spa services, or themed event spaces.
3. [bookmark: _Toc191377691]Technology Integration: Implement advanced technology solutions like mobile check-in/check-out and smart room controls.
4. [bookmark: _Toc191377692]Sustainability Initiatives: Adopt eco-friendly practices to appeal to environmentally conscious travellers.
5. [bookmark: _Toc191377693]Branding and Marketing: Rebrand the hotel to emphasize its unique value proposition and attract high-value customers.
4. Turnaround Strategy Implementation
4.1 Short-Term Actions (0-6 Months)
1. [bookmark: _Toc191377694]Conduct a Comprehensive Customer Survey: Understand the specific needs and preferences of current and potential customers to tailor the hotel’s offerings.
2. [bookmark: _Toc191377695]Implement Staff Training Programs: Improve service quality and ensure all staff are aligned with the new strategy.
3. [bookmark: _Toc191377696]Introduce Quick Wins: Small but impactful changes such as complimentary welcome drinks, upgraded toiletries, and enhanced room cleaning protocols can immediately improve guest satisfaction.
[bookmark: _Toc191377697]4.2 Medium-Term Actions (6-18 Months)
1. [bookmark: _Toc191377698]Renovate Key Areas of the Hotel: Invest in renovating the lobby, guest rooms, and event spaces to create a more modern and appealing environment.
2. [bookmark: _Toc191377699]Launch New Amenities: Develop and launch new amenities like a rooftop bar or spa services to attract new customers and increase revenue per guest.
3. [bookmark: _Toc191377700]Roll Out Technology Solutions: Implement mobile check-in/check-out, smart room controls, and personalized recommendations to enhance the guest experience.
[bookmark: _Toc191377701]4.3 Long-Term Actions (18-36 Months)
1. [bookmark: _Toc191377702]Achieve Sustainability Certifications: Strengthen the hotel’s brand by adopting eco-friendly practices and achieving recognized sustainability certifications (Bianco, Bernard and Singal, 2023).
2. [bookmark: _Toc191377703]Form Strategic Partnerships: Partner with local businesses, event organizers, and travel agencies to drive demand and create unique packages.
3. [bookmark: _Toc191377704]Establish a Culture of Continuous Improvement: Regularly review and update the hotel’s offerings based on customer feedback and market trends.
[bookmark: _Toc191377705]5. Financial Projections and Viability
[bookmark: _Toc191377706]5.1 Revenue Growth
By implementing the differentiation strategy, The City Hotel can expect to see a gradual increase in revenue as it attracts higher-value customers and increases its average daily rate (ADR). Assuming a conservative 5% annual growth rate, revenue could increase from GBP 2,325,440 in 2023 to approximately GBP 2,441,712 in 2024, GBP 2,563,798 in 2025, and GBP 2,691,988 in 2026.
[bookmark: _Toc191377707]5.2 Cost Management
While the differentiation strategy may involve higher initial costs, the focus on operational efficiency and cost control will help manage expenses. Employee costs and external expenses are expected to stabilize as the hotel improves its operations and reduces inefficiencies.
[bookmark: _Toc191377708]5.3 Profitability
With increased revenue and controlled costs, the hotel’s operating income is projected to improve significantly. By 2026, the hotel could achieve an operating income of approximately GBP 500,000, marking a substantial turnaround from the 2023 loss of GBP 1,218,850.
[bookmark: _Toc191377709]5.4 Liquidity and Solvency
Improved profitability will enhance the hotel’s liquidity position, allowing it to meet short-term obligations and invest in further growth. Managing long-term borrowings and reducing debt levels will be crucial to improving solvency and ensuring long-term financial stability (Harris, 1997).















[bookmark: _Toc191377710]Conclusion
The City Hotel is facing significant challenges, but the business can be saved with a well-executed turnaround strategy. By adopting a differentiation strategy, the hotel can escape the low price/low value trap and reposition itself as a provider of unique value. The proposed strategy focuses on enhancing the guest experience, improving operational efficiency, and creating a distinctive brand identity.
While the turnaround will require significant investment and effort, the potential rewards are substantial. With careful implementation, The City Hotel can restore profitability, improve customer satisfaction, and secure its long-term viability


[bookmark: _Toc191377711]Recommendations
The City Hotel’s current challenges require a strategic, well-structured, and realistic approach to ensure its survival and long-term success. Below are detailed and actionable recommendations tailored to the hotel’s specific needs and market conditions. These recommendations are designed to address the root causes of the decline, improve financial performance, and enhance customer satisfaction.

[bookmark: _Toc191377712]1. Adopt a Differentiation Strategy
The hotel must move away from competing solely on price and instead focus on delivering unique value to customers. This will allow the hotel to justify higher prices and attract high-value customers (Zia Hansen-Rockwood, 2024).
[bookmark: _Toc191377713]Specific Actions:
· Develop a Unique Selling Proposition: Identify what makes The City Hotel stand out. For example, the hotel could position itself as a hub for urban wellness, offering a combination of luxury accommodations, spa services, and wellness programs.
· Target Niche Markets: Focus on specific customer segments such as business travellers, wellness tourists, or event planners. Tailor services and marketing campaigns to meet their unique needs.
· Enhance Brand Identity: Rebrand the hotel to reflect its new value proposition. This includes updating the logo, website, and marketing materials to convey a modern, upscale image.

[bookmark: _Toc191377714]2. Invest in Service Excellence and Unique Amenities
Superior service and unique amenities are critical to creating a memorable guest experience and differentiating the hotel from competitors (Cesarritzcolleges.edu, 2024).
[bookmark: _Toc191377715]Specific Actions:
· Staff Training Programs: Implement comprehensive training programs to improve customer service skills, problem-solving abilities, and emotional intelligence among staff. For example, partner with hospitality training institutes to provide certifications in customer service excellence.
· Personalized Guest Experiences: Train staff to anticipate guest needs and offer personalized services, such as remembering guest preferences for room temperature, pillow types, or dining options.
· Introduce Unique Amenities:
· Rooftop Bar and Lounge: Create a trendy rooftop bar with panoramic city views, live music, and signature cocktails to attract both guests and locals.
· Spa and Wellness Center: Offer a range of spa treatments, yoga classes, and wellness programs to appeal to health-conscious travellers.
· Themed Event Spaces: Design versatile event spaces that can be customized for weddings, corporate events, or social gatherings.

[bookmark: _Toc191377716]3. Implement Technology and Sustainability Initiatives
Leveraging technology and sustainability can enhance operational efficiency, reduce costs, and attract environmentally conscious travellers (Wynn and Jones, 2022).
[bookmark: _Toc191377717]Specific Actions:
· Technology Integration:
· Mobile App: Develop a mobile app that allows guests to book rooms, order room service, and access hotel amenities seamlessly.
· Smart Room Controls: Install smart thermostats, lighting, and entertainment systems that guests can control via their smartphones.
· Contactless Check-In/Check-Out: Implement a contactless check-in/check-out system to improve convenience and reduce wait times.
· Sustainability Initiatives:
· Energy Efficiency: Upgrade to energy-efficient lighting, heating, and cooling systems to reduce utility costs and environmental impact.
· Waste Reduction: Implement recycling programs and reduce single-use plastics by offering refillable toiletry dispensers.
· Local Sourcing: Partner with local farmers and suppliers to source fresh, organic ingredients for the restaurant, reducing the carbon footprint and supporting the local economy.

[bookmark: _Toc191377718]4. Rebrand and Market Effectively
A strong brand identity and targeted marketing campaigns are essential to rebuilding the hotel’s reputation and attracting high-value customers (Caruana, 1997).
[bookmark: _Toc191377719]Specific Actions:
· Rebranding Campaign:
· Logo and Visual Identity: Redesign the hotel’s logo and visual identity to reflect its new positioning as a luxury urban retreat.
· Website Redesign: Create a modern, user-friendly website with high-quality visuals, virtual tours, and easy booking functionality.
· Marketing Strategies:
· Social Media Campaigns: Use platforms like Instagram, Facebook, and LinkedIn to showcase the hotel’s unique amenities, events, and guest experiences. Collaborate with influencers and travel bloggers to increase visibility.
· Loyalty Programs: Launch a loyalty program that rewards repeat guests with discounts, free upgrades, or exclusive access to events.
· Partnerships: Partner with local businesses, event organizers, and travel agencies to create bundled packages (e.g., hotel stays with local tours or event tickets).

[bookmark: _Toc191377720]5. Monitor Financial Performance and Adjust Strategies
Regularly reviewing financial performance and adjusting strategies based on market trends and customer feedback is crucial for long-term success (Aziah, Kasim and Minai, 2009).
[bookmark: _Toc191377721]Specific Actions:
· Financial Monitoring:
· Monthly Financial Reviews: Conduct monthly reviews of revenue, expenses, and profitability to identify trends and address issues promptly.
· Key Performance Indicators (KPIs): Track KPIs such as occupancy rate, average daily rate (ADR), revenue per available room (RevPAR), and customer satisfaction scores.
· Cost Control Measures:
· Vendor Negotiations: Renegotiate contracts with suppliers to secure better rates for goods and services.
· Energy Savings: Monitor energy consumption and implement measures to reduce utility costs.
· Flexible Pricing Strategies:
· Dynamic Pricing: Use revenue management software to adjust room rates based on demand, seasonality, and competitor pricing.
· Promotional Offers: Offer limited-time discounts or packages during low-demand periods to boost occupancy.

[bookmark: _Toc191377722]6. Enhance Customer Engagement and Feedback Mechanisms
Building strong relationships with guests and addressing their feedback is essential for improving customer satisfaction and loyalty (Bhalla, 2013).
[bookmark: _Toc191377723]Specific Actions:
· Guest Feedback Systems:
· Post-Stay Surveys: Send personalized surveys to guests after their stay to gather feedback on their experience.
· Real-Time Feedback: Use in-room tablets or mobile apps to allow guests to provide feedback during their stay.
· Customer Relationship Management (CRM):
· Guest Profiles: Maintain detailed guest profiles to track preferences, past stays, and special requests.
· Personalized Communication: Send personalized emails or messages to guests before and after their stay, offering tailored recommendations or special offers.
· Loyalty Programs:
· Tiered Rewards: Create a tiered loyalty program that offers increasing benefits based on the number of stays or spending levels.
· Exclusive Perks: Offer loyalty program members exclusive perks such as early check-in, late check-out, or complimentary upgrades.

[bookmark: _Toc191377724]7. Focus on Employee Engagement and Retention
Happy and motivated employees are critical to delivering exceptional service and ensuring operational success (Bijaya Kumar Sundaray, 2011).
[bookmark: _Toc191377725]Specific Actions:
· Employee Recognition Programs:
· Employee of the Month: Recognize outstanding employees with awards, bonuses, or public acknowledgment.
· Incentive Programs: Offer performance-based incentives such as bonuses or gift cards for achieving specific goals.
· Career Development Opportunities:
· Training and Certifications: Provide opportunities for employees to gain new skills and certifications in hospitality management or customer service.
· Promotion Pathways: Create clear pathways for career advancement within the hotel.
· Work-Life Balance:
· Flexible Scheduling: Offer flexible work schedules to accommodate employees’ personal needs.
· Wellness Programs: Provide wellness programs such as gym memberships, mental health support, or team-building activities.

[bookmark: _Toc191377726]8. Optimize Operational Efficiency
Improving operational efficiency can reduce costs, enhance service delivery, and improve overall profitability (Demirdağ, Korucuk and Karamaşa, 2021).
[bookmark: _Toc191377727]Specific Actions:
· Process Automation:
· Housekeeping Management: Use software to optimize housekeeping schedules and ensure timely room cleaning.
· Inventory Management: Implement an automated inventory system to track supplies and reduce waste.
· Cross-Training Employees: Train employees to perform multiple roles, such as front desk staff assisting with event coordination, to improve flexibility and reduce labour costs.
· Energy and Resource Management:
· Smart Thermostats: Install smart thermostats in guest rooms and common areas to optimize energy usage.
· Water-Saving Fixtures: Replace outdated fixtures with water-saving alternatives to reduce utility costs.
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