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1. [bookmark: _Toc168518971]Introduction 
The metropolitan Heights Hotel, situated in a bustling metropolitan environment, provides a variety of amenities such as a restaurant, bar and event venues. Over the past few years, the hotel has experienced a worrisome decrease in income, occupancy rates, and customer satisfaction, despite its advantageous location and wide range of amenities. These problems have generated substantial apprehensions over the hotel's long-term sustainability. The objective of this research is to commence an assessment of Urban Heights Hotel's financial performance, determine the root causes of its deteriorating profitability, and provide a strategic plan to revive its financial well-being and reputation. This analysis aims to offer practical suggestions to revitalise the hotel's market position and ensure its long-term viability by examining financial trends and operational efficiencies.

2. [bookmark: _Toc168518972]Urban Heights Hotel's financial performance
The financial performance of Urban Heights Hotel has experienced a consistent downturn from 2021 to 2023. This is evident through notable decreases in revenue and notable increases in operating expenses, resulting in a major negative impact on profitability, liquidity, and solvency (Seal, 2019). The hotel's income declined from £2,500,000 in 2021 to £1,800,000 in 2023, indicating a lack of success in attracting and retaining clients, possibly due to heightened competition and economic downturns. Concurrently, there was an increase in operational expenses from £1,800,000 in 2021 to £2,300,000 in 2023, indicating inefficiencies and a rise in costs (Drury, 2021). The Operating Profit Ratio, which quantifies the effectiveness of fundamental activities by dividing operating profit by sales, declined from 0.28 in 2021 to 0.09 in 2022, and subsequently to -0.27 in 2023 (Atrill and McLaney, 2021). The decrease in performance emphasises the increasing lack of effectiveness in operations, as operating expenses surpass revenues by 2023 (Jagels, 2007). Similarly, the Net Profit Ratio, which measures overall profitability by dividing net income by sales, decreased from 0.28 in 2021 to 0.09 in 2022, and further to -0.27 in 2023, suggesting significant financial difficulties and the hotel's inability to create adequate profit (Drury, 2021). The liquidity ratios, which assess the hotel's capacity to fulfil immediate financial obligations, also expose concerning patterns. The Current Ratio, which is determined by dividing total current assets by current liabilities, declined from 1.8 in 2021 to 1.11 in 2022, and subsequently to 0.6 in 2023. The decreasing trend indicates a growing challenge in meeting immediate financial obligations, indicating a decline in overall financial stability (Wild, 2018). The Quick Ratio, which omits inventories to offer a more rigorous assessment of liquidity, has also decreased, highlighting worse cash flow management (Weetman, 2019). The Equity Ratio, which represents the percentage of total assets funded by shareholders' equity, declined from 0.40 in 2021 to 0.35 in 2022, and subsequently to 0.29 in 2023, indicating a fall in solvency (Atrill and McLaney, 2021). This trend indicates a decline in the dependence on equity financing and a simultaneous rise in financial leverage. In contrast, the Debt Ratio, which quantifies the percentage of total assets funded by debt, rose from 0.59 in 2021 to 0.64 in 2022, and subsequently to 0.70 in 2023. The increasing debt ratio indicates a growing reliance on borrowed cash, which raises financial risk (Bhimani, 2006). The financial facts unequivocally indicate that Urban Heights Hotel is encountering substantial financial difficulties. The significant decrease in income, along with increasing operational expenses, has resulted in declining profit ratios, showing notable inefficiencies and a lack of potential to make profit (Guilding, 2014). The deteriorating liquidity ratios indicate possible challenges in fulfilling immediate financial obligations, while the rising debt ratio indicates an increasing dependence on borrowing, which may pose a risk to the hotel's financial stability if revenue growth does not improve (Seal, Garrison, and Noreen, 2008). 

3. [bookmark: _Toc168518973]Key reasons behind the decline in profitability
The profitability of Urban Heights Hotel has been significantly affected by a range of real-world events and broader economic variables. The hotel's decrease in profitability can be ascribed to various significant factors, such as heightened competition, economic recessions, escalating operational expenses, and changing consumer trends. To begin with, the market pressure has been reinforced by the growing competition from both traditional hotels and alternative accommodations such as Airbnb. The client base of holiday rental properties has experienced a substantial growth, providing consumers with a wider range of options and frequently at affordable costs. The rivalry has compelled hotels to either reduce their rates or face the possibility of losing clients, which has had a negative impact on their revenue (Mintel, 2023). Furthermore, the hospitality business has been significantly affected by the long-lasting consequences of the economic decline worsened by the COVID-19 epidemic. The pandemic resulted in a decline in both recreational and corporate travel, which are crucial sources of income for hotels  (Shapoval et al., 2021.  Despite modest improvement, the number of guests staying in hotels in the UK has not reached the levels seen before the pandemic. The sluggish economic recovery is further exacerbated by the persistent cost-of-living crisis, which has had an impact on consumer purchasing patterns (Harari and Keep, 2021). Middle- and higher-income households, who have historically been the main target market for hotels, are also experiencing financial constraints, resulting in decreased non-essential spending on travel and lodging (Mintel, 2023). The hotel's profitability has been adversely affected by the increasing running expenditures. The rise in inflation has led to an increase in the prices of various goods and services, such as utilities, food and beverage supply, and maintenance. In addition, labour expenses have escalated as a result of the augmented minimum wage and the necessity to offer greater compensation in order to attract and keep employees in a fiercely competitive employment market. The hotel's profit margins have decreased due to the rising costs that have grown faster than its revenue (ONS, 2023). Furthermore, shifting consumer preferences have been a contributing factor. There is an increasing need for experiences that offer greater value, such as wellness amenities and environmental initiatives. Hotels that do not adjust to these evolving demands may encounter difficulties in attracting and retaining guests (Gonzalez-Rodrigues, Diaz-Fernandes, and Font, 2020). Currently, a large number of consumers have a preference for accommodations that provide customised experiences and improved amenities for well-being. However, implementing these features requires a substantial amount of expenditure (Walker, 2021). The hotel's financial numbers are indicative of these difficulties. The Operating Profit Ratio, which quantifies the percentage of revenue that remains after deducting operating expenses, has experienced a significant decline from 0.28 in 2021 to -0.27 in 2023. This decrease emphasises significant operational inefficiencies and the influence of increasing costs on profitability (Drury, 2021). Similarly, the Net Profit Ratio, which represents the hotel's overall profitability after deducting all expenses, has reflected this declining pattern, highlighting the hotel's incapacity to create adequate profit (Seal, 2019). The Current Ratio, a measure of liquidity, has experienced a decrease from 1.8 in 2021 to 0.6 in 2023, suggesting potential challenges in fulfilling immediate financial obligations (Guilding, 2014). The decline in liquidity can be linked to the rise in operational expenses and the diminished capacity to earn cash from operations. The Quick Ratio, which omits inventory, exhibits a parallel pattern, strengthening worries regarding the hotel's immediate financial health (Wild, 2018). The solvency of the company has deteriorated as evidenced by the decline in the Equity Ratio from 0.40 in 2021 to 0.29 in 2023, suggesting an increasing dependence on debt financing. In contrast, the Debt Ratio has risen from 0.59 to 0.70 within the same time frame, indicating a greater level of financial leverage and the accompanying dangers (Atrill and Mclaney, 2021). The Rising Debt Ratio indicates that the hotel is becoming more reliant on borrowed cash to support its operations, which might be precarious if revenue generation remains low (Weetman, 2019). Finally, the decrease in profitability of Urban Heights Hotel can be attributed to heightened competition, economic downturns, escalating operational expenses, and changing consumer tastes. These elements, along with the patterns observed in important financial ratios, highlight the immediate necessity for a strategic turnaround strategy to tackle operational inefficiencies, enhance cost management, and adjust to evolving market demands.

4. [bookmark: _Toc168518974]Conclusion
In conlusion. the decrease in financial performance of Urban Heights Hotel between 2021 and 2023 highlights notable operational inefficiencies, increasing expenses, and external economic influences. The hotel had a decrease in revenue from £2,500,000 to £1,800,000, along with an increase in operating expenses from £1,800,000 to £2,300,000. This indicates significant difficulties in maintaining profitability and financial stability. The financial condition is deteriorating due to intensified competition, economic downturns, and changing consumer preferences, as indicated by key financial ratios such as the Operating Profit Ratio, Net Profit Ratio, Current Ratio, and Debt Ratio. In order to tackle these problems, it is crucial to implement a complete plan that emphasises cost control, operational effectiveness, and adaptability to market conditions. Urban Heights Hotel may achieve long-term sustainability by executing certain strategies to improve profitability and liquidity, which will help stabilise its financial position.

5. [bookmark: _Toc168518975]Recommendations 
In order to formulate an accurate strategy for revitalising Urban Heights Hotel, it is crucial to tackle the primary factors that are negatively affecting its financial well-being and regain its standing in the market. This strategy must include developing operational efficiencies, optimising cost management, responding to evolving market demands, and rejuvenating the hotel's reputation. To enhance operational efficiencies, it is advisable to perform a comprehensive audit of all operational processes in order to identify any inefficiencies and potential opportunities for cost reduction (Weetman, 2019). By implementing optimal strategies for energy management, waste reduction, and labour scheduling, it is possible to effectively decrease operational expenses. By using technology, such as automated check-in systems and effective housekeeping management software, businesses can optimise their operations and decrease labour expenses (Gaturu, Mutinda, and Muricho, 2022). Cost management is a crucial component. By renegotiating supplier contracts, securing more favourable rates, combining purchases to take advantage of bulk discounts, and researching alternative suppliers, it is possible to effectively decrease procurement expenses. Incorporating stringent budgetary measures and conducting frequent financial evaluations will aid in overseeing expenditures and guaranteeing compliance with the budget (Atrill and McLaney, 2021). Adapting to dynamic market needs requires improving the guest experience to align with shifting customer expectations. The desire for wellness and sustainability travel experiences is increasing. Urban Heights Hotel can enhance its appeal to guests by allocating resources towards the development of wellness amenities, including spas, fitness centres, and environmentally conscious initiatives. The hotel may distinguish itself from competitors and appeal to a more sophisticated customer by providing personalised experiences, such as tailored wellness programmes and sustainable food options (Mintel, 2023). The hotel's reputation and customer base can be improved by rejuvenating marketing and branding strategies. Utilising digital marketing techniques such as social media campaigns, search engine optimisation, and online advertising can enhance the hotel's visibility (Walker, 2021). In addition, improving the hotel's online visibility by collaborating with online travel agents and having a strong presence on review platforms will enhance customer perception and increase the number of bookings (Mintel, 2023). Implementing a loyalty programme can incentivize customers to make repeat purchases and foster enduring customer relationships. Providing incentives such as reduced prices for future visits, exclusive privileges to facilities, and customised promotions can improve customer loyalty and boost the rate of occupancy  (Myftaraj and Trebicka, 2023). It is essential to focus on the hotel's financial structure in order to enhance solvency. By refinancing current debt and considering equity financing, one might alleviate financial strain by obtaining more advantageous conditions (Weetman, 2019). Furthermore, enhancing liquidity and financial stability can be achieved by using effective cash flow management strategies such as promptly issuing invoices, optimising collection procedures, and maintaining a cash reserve (Seal, 2021). Staff training and development are crucial for upholding high service standards and improving the client experience. Proficient personnel capable of delivering great service will have a beneficial influence on client satisfaction and loyalty. By implementing frequent training programmes that specifically target customer service, operational efficiency, and product knowledge, the workforce will be equipped with the necessary skills and knowledge to function optimally (Walker, 2021). Lastly, it is essential to consistently monitor and evaluate the tactics that have been put into action in order to guarantee their efficacy. Progress should be evaluated and appropriate modifications made through regular financial assessments, study of consumer input, and assessment of performance measures. Implementing this proactive strategy would enable Urban Heights Hotel to maintain its competitiveness and promptly adapt to market fluctuations (Swart and Taylor, 2018). Urban Heights Hotel may achieve financial rejuvenation, enhance its market standing, and secure its long-term sustainability by applying these tactics. The hotel's turnaround and sustainable development will be achieved by addressing operational inefficiencies, improving cost management, responding to market demands, and strengthening marketing activities.
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7. [bookmark: _Toc168518977]Appendix
1. Operating profit ratio =
Operating profit ratio 2021 = ==0.28
Operating profit= Revenue – Operating Expenses
Operating profit 2021= £2,500,000-£1,800,000=£700,000
Operating profit ratio 2022===0.09
Operating profit 2022= £2,200,000-£2,000,000=£200,000
Operating profit ratio 2023 ===-0.27
Operating profit 2023=£1,800,000-£2,300,000= -£500,000

2. Net Profit ratio=
Net Profit ratio 2021== =0.28
Net Profit ratio 2022== =0.09
Net Profit ratio 2022== =-0.27

3. Current ratio=
Current ratio 2021= = =1.8
Current assets 2021= Cash and equivalents+ Accounts Receivables=£300,000+£150,000= £450,000
Current liabilities= Account payable= £250,000
Current ratio 2022= = =1.11
Current assets 2022= £200,000+£100,000= £300,000
Current ratio 2023= = =0.6
Current assets 2023=£100,000+£80,000=£180,000

4. Equity ratio=
Equity ratio 2021===0.40
Equity ratio 2022== =0.35
Equity ratio 2023== =0.29

5. Debt ratio=
Debt ratio 2021===0.59
Debt ratio 2022===0.64
Debt ratio 2023===0.70
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