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This case study discussion aims at quantitatively analysing The City Hotel’s revenues, costs, profits, liquidity, and solvency position for the past three years. Analysing significant factors that contribute to the diminution of organisational profitability, this report discusses global realities like the COVID-19 outbreak, economic conditions, raising competition, and shift in customer demands. Lastly, the implementation final strategic plan for the financial turnaround of the hotel and regaining of its reputation is presented. This strategy underscores process improvement, customer relations, marketing, product and service differentiation, and revenue diversification, and financial rebalancing.
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Revenue
The City Hotel faces the problem of reduced revenues common in businesses over the past three years. For the year ended 2021, the income of the hotel amounted to £5,248,290, and in 2022, the hotel earned £5,307,480. Nonetheless, in 2023, revenue reduced to £2,325,440, which is 56% lower than the previous year 2022. This trend denotes a worse situation going forward, probably because of the factors like reduced occupancy level, competition, shift in consumers’ preference or unfavourable economic conditions (Atrill and McLaney, 2021). The shocking decrease in 2023 calls for urgent interventions to solve problems that affect the generation of revenues (Güngör Göksu, 2023).
Expenses
The cost of sales also reduced from £411,600 in 2021 and £176,250 in 2023 suggesting that expenses related to food and drink sales reduced, that could be due to reduced sales. People expenses go slightly up from £1,724,760 in 2021 to £1,770,700 in 2022, then down to £1,233,160 in 2023. This suggests that there may be dismissal in reaction to reduced revenues (Aubke and Kubak, 2020). Overhead costs were also cut down from £1,894,720 in the current budget year ending in 2021 to £1,071,030 in 2023. Nevertheless, depreciation and amortisation expenses have raised from £409,190 in 2021 to £661,590 in 2023, meaning that the hotel has big capital assets which expectantly require frequent capital expenditures, or the hotel has reduced asset efficiency (Banerjee, 2021).


Profitability
Reduced profitability for The City Hotel demonstrates some of the most severe problems as viability indicators. The operating income moved from £664,160 in 2021 to £674,730 in 2022 meaning that the picture painted during these years was stable. But it was in 2023 that the operating loss was again recorded by the hotel to be £1,218,850. The following shows this reversal to a poor financial position mainly because of the sharp fall in revenues and the continued fixed expenses (Banks, 2023). Also, net income declined from £333,930 in 2021 to £1,134,950,000 loss in 2023. This means that the company requires a long-term strategy to attain profitability again (Hoggett et al., 2024).
Liquidity
This shows a declining cash position from £740,590 in 2021 to £295,510 in 2023 on the assertion of cash and cash equivalent. Other assets also declined from £1,891,970 in 2021 to £1,285,880 in 2023 implying that the liquidity situation is worsening. When it comes to total current liabilities, there is a slightly negative trend from £2,107,750 in 2022 to £2,014,600 in 2023. While classification of assets by their nature may be problematic because some assets fixed and others current, which should be described in the current assets list (Bhimani, 2006).
Solvency
Total liabilities have increased from £10,684,940 in year ending 2021 to £14,243,390 in year ending 2023 meaning the organisation has increased its financial commitments. Despite, the total assets were noted higher in 2023 £15,653,970 comparing to £ 12,941,110 of the year 2021 however liability indicates increasing leverage and risk. The equity of owners in the hotel has also reduced from £2,256,180 in 2021 to £1,410,580 in 2023. This decreasing trend depict that, the hotel is relying so much in debt, and this can be extremely dangerous if the issues of low revenue continue of the future (Datar and Rajan, 2021).
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Consequence of Covid 19 pandemic
Pandemic and lockdowns, travel restrictions also directly affected the hospitality industry as well as changing behaviour of the consumers. Hotels struggled with unparalleled occupancy falls caused by the pandemic and preference for remote work, and safety measures. The City Hotel recorded fewer visitors for both leisure and business purposes as well as declining revenues (Dimitrios et al., 2020). The impact can be seen in the year 2023 when restrictions were removed however trust in travel establishments rebuilt only hesitantly.
Economic Factors
However, successful sperate strategies do not alter the fact that the prevailing economic conditions are a key determinant of hotels’ profit decline. The inflation rates have continued to increase which has led to increase in operation cost in many sectors such as food, utilities, and wages. While the total revenue of The City Hotel was declining, the expenses for employee costs, and other expenses outside the manufacture of the hotel’s main product, increased (Drury, 2021). Furthermore, the cost of goods sold reduced suggesting strategies that affected service delivery and menu invention such as inadequate provision of supplies (Guilding, 2014).
Increased Competition
With the gradual re-opening of the hospitality industry some level of competitiveness emerged with even more hotels competing for the few customers that there are in urban centres. Entering new competitors and the emergence of additional offer available for tourists like short-term renting (Airbnb) increase pressure for occupancy and rates control (Walker, 2021). The shift in demand patterns could not have been well responded to by the City Hotel hence a slow market share erosion together with a reduction in the average daily rates (Scott and O'Brien, 2023).
Consumer preferences that have been affected are:
Changes in consumer behaviour after the pandemic also reduced profitability by a factor. It is the aspect of health, safety and flexible conditions of booking which have become top priority for travellers (Walker, 2021). This has put many guests in the position to choose more safe accommodation or those that have more favourable cancellation policies. If The City Hotel did not adequately respond to these changing expectations, then it would not be able to appeal to customers to gain their custom.
Operational Inefficiencies
Lastly, lack of proper functioning of this facility can worsen the rate of profitability in the hotel. Elevated levels of depreciation and amortization together with variations in employee expenses give an indication that the organisation may be employing many people compared to its production capacity or may be overcapitalised (Wild, 2018). There is still the issue of efficiency that means if as a hotel it has not improved on its operations or workforce flexibility to match demand then it will end up incurring unnecessary costs that lower down profitability.
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1. Operational Efficiency and Cost Management: Undergoing a system review of the operational expenses to establish some of the expenses which can be cut down. This also involves the re-opening of contracts with vendors to find more favourable terms on meals, drinks, and many other related services (Igosheva et al., 2024). Inventory management is a regulate process of inventory used to minimize wastage through the management of stocks.
Staffing Optimization: Reviewing current staffing needs and then comparing them to current demand. They recommend employees should be trained in other areas of service delivery in the organisation to enhance flexibility (Jagels, 2007). This would also be useful in downsizing on costs of labour while at the same time delivering excellent service.
Technology Integration: Using appropriate technology in the organisation. Applying PMS enhance reservation management and can leads to better guest experiences, it also provides useful information for management decisions (Tranter et al., 2014). Mobile check-in/out and contactless payment also enhance customer satisfaction, as well as outcomes and efficiency in most operations.
2. Enhancing Customer Experience and Service Quality Improvement: Special attention should be paid to train other staff members to improve their ability to deliver great customer service to customers. Refresher meetings should focus on the client care service goals as well as service orientation.
Health and Safety Measures: Ensuring and re-emphasising health and safety measures to calm the guests and to ensure that their security is guaranteed (Dimitrios et al., 2020). By providing the public relevant and timely information regarding these measures, through marketing collaterals as well as word of mouth, one can be sure of regaining the public’s trust.
Loyalty Programs: Improving or launching a repeat visit incentive program such that clients are prescriptively inclined to return to the store. It can also help previous visitors to come back to the hotel and make them recommend any of their friends or relatives to do the same (Aubke and Kubak, 2020).
3. Marketing Revitalization and Targeted Marketing Campaigns: Considering revising its typical advertisement approaches to reach the targets in target segment groups. Promote market-based customer segments through the implementation of data analytical tools in marketing (Aubke and Kubak, 2020). Lean more to the use of the internet for advertising such as the use of face book and email marketing to reach more people.
Partnerships and Collaborations: Organising constitute the packages in connection with the restaurants, entertainment, and tourists’ attractions around the community to ensure that guests gain value from the services being offered. These partnerships can be used to add value to the hotel’s products, as well as serve to get new customers.
Rebranding Efforts: Depending on the current situation and the time the hotel has been operating, then one may opt for repositioning or even redesigning the hotel (Aubke and Kubak, 2020).This could include changing the logo, the website and all the advertising paraphernalia to establish a cleaner, trendier image that can be associated with modern trend and client expectations.
4. Diversifying Revenue Streams and Event Hosting: Seizing on the opportunity of event facilities within the hotel to advertise for business, marriage, and social occasions. The specialist also points to the opportunities for creating packages for event hosting as the additional revenue stream and a way to improve occupancy during the weekdays (Seal et al., 2008).
Additional Services: Looking for ways to provide additional services to integrate with a spa, tourist guide or a gourmet restaurant. Such alternatives could improve guests’ impression and cause higher expenditures during their stay.
5. Financial Restructuring and Debt Management: Reviewing the current credit and analyse the possibility of renegotiation of outstanding balances (Seal, 2019). This may require the transaction of renegotiating with the lenders or involving in refinancing in a bid to manage or reduce interlace.
Emergency Fund: Setting aside some cash to take care of unfavourable occurrences to avoid the shutdown of the hotel business when they occur (Marshall, 2024).
Thus, the hotel can receive more benefits, increase operational income, rebuild its image, and develop a long-term strategy in the future, based on these tactics. If these strategic projects are implemented and monitored rigorously and continuously, The City Hotel is management can prepare for the long term.
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This is to conclude that the key issues of financial nature confronting this facility include deteriorating customer profits and perceived value at The City Hotel. With the help of the efficient and detailed turnaround plan that includes the sphere of operations, customer experience, and marketing, the hotel may return to its competitive advantage. Attention to these four areas will be vital in reversing the trend and developing a more profitable, long-term strategic future in the hospitality industry. The keys to achieving long-term sustainable growth were provided as follows If accomplished properly, the proposed initiatives would serve as the foundation for The City Hotel.
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