[image: ]
Financial Management for the Hotel Industry
Student Name: Mircea Nicolae Tilica
Student ID number: 2246572
Programme: BA International Hotel Management
Module code: BMIH5007
Lecturer: Tristan Hawkins,
Assignment Title: Report Case Study: The City Hotel
Word count: 2000(+/- 10%)


Acknowledgement
I declare that this analysis of the City Hotel is my own work and has been conducted independently.


Table of Contents
1	Introduction to The City Hotel Report	2
2	Financial Performance Analysis (2021-2023)	3
2.1	Revenue Trends	3
2.2	Expense Analysis	4
2.3	Profitability Analysis	5
2.4	Liquidity and Solvency	6
3	Identification of Key Issues	7
3.1	External Factors	7
3.2	Internal Factors	8
3.3	Operational and Financial Factors	8
4	Turnaround Strategy for The City Hotel	8
4.1	Short-Term Strategies	9
4.2	Long-Term Strategies	10
4.3	Financial Restructuring	10
5	Recommendations and Conclusion	11
5.1	Key Recommendations	11
5.2	Conclusion	12
6	Reference	12

[bookmark: _Toc181058076]

 Introduction to The City Hotel Report
The City Hotel is in a city and offers a restaurant, a bar, and other entertainment services. Recently, it has faced significant problems that have affected its performance. These problems are shown in its revenue, occupancy, and customer satisfaction, all of which are important for its financial health (Mpete & Maier, 2024; Moyeen, 2024).
This report will assess the hotel’s performance to see if it can continue to operate successfully and if there are ways to improve it. The report follows academic guidelines and suggests changes to the hotel’s financial and operational structure. The goal is to develop a plan to make the hotel profitable again while attracting and keeping customers (Hasin et al., 2024).
The report will review the hotel’s financial status, including income, costs, and profits over the past three years. It will also look at its liquidity (ability to pay short-term debts) and solvency (ability to pay long-term debts), identify reasons for its poor performance, and suggest strategies for improving its financial situation (Adamba, 2024; Zhao et al., 2024).
[bookmark: _Toc181058077]Financial Performance Analysis (2021-2023)
Revenue analysis and trends, expenses, profitability, and liquidity/solvency ratios are used to examine The City Hotel’s financial performance.
[bookmark: _Toc181058078]Revenue Trends
Table 1 and Figure 1 show the revenue of The City Hotel over three years, with some increases and decreases each year.
Table 1: Revenue Trends (2021-2023)
	Year
	Revenue (GBP)
	% Change (YoY)

	2021
	5,248,290
	-

	2022
	5,307,480
	+1.1%

	2023
	2,325,440
	-56.2%



The hotel’s revenue increased slightly from 2021 to 2022 but dropped by 56.2% in 2023, which is a very bad sign for its operations and the market conditions (Adamba, 2024). Such drops can happen when competition increases, the economy gets worse, or there are internal management issues (Martorell-Cunill et al., 2024).

                  Figure 1: Revenue Trends Over Three Years (Olorunsola et al., 2024; Milton et al., 2024)

This graph shows the sharp drop in revenue in 2023. It suggests that the hotel’s operations need to be restructured to improve the situation.
[bookmark: _Toc181058079]Expense Analysis
Looking at the main costs, like the cost of materials sold, employee salaries, and outside services, helps us understand what costs can be managed (Olorunsola et al., 2024). Table 2 below shows these costs from 2021 to 2023 and highlights some clear trends.

Table 2: Expense Breakdown (2021-2023)
	Year
	Cost of Goods Sold (GBP)
	Employee Costs (GBP)
	External Expenses (GBP)

	2021
	411,600
	1,724,760
	1,894,720

	2022
	401,510
	1,770,700
	1,675,410

	2023
	176,250
	1,233,160
	1,071,030



In 2023, the cost of goods sold (COGS) and external expenses went down, which could be because the hotel had fewer operations due to lower revenues. Employee costs were also lower (Bozic, 2024). However, despite these cuts, the hotel still struggled to break even because of the low sales.

Figure 2: Cost Components Over Three Years (Bozic, 2024)

This bar chart shows the trend of major expenses, including the 2023 forecast and the changes that will be made to improve the situation.
[bookmark: _Toc181058080]Profitability Analysis
Gross operating profit shows how profitable the hotel is. Table 3 below shows the operating income, which has decreased from 2021 to 2023/4. This suggests the hotel is struggling to balance its service revenue with its expenses. expense levels.
Table 3: Operating Income (2021-2023)
	Year
	Operating Income (GBP)
	% Change (YoY)

	2021
	664,160
	-

	2022
	674,730
	+1.6%

	2023
	(1,218,850)
	-280.7%


These results show the hotel faces serious financial risks. If no action is taken, it could affect its long-term ability to stay financially stable, as shown by the large negative operating income in 2023. This loss happened because expenses were much higher than revenue (Milton et al., 2024).                  Figure 3: Operating Income Trends (Martorell Cunill et al., 2024)
This line graph shows the transition from positive to negative operating income.
[bookmark: _Toc181058081]Liquidity and Solvency
We can assess the hotel’s liquidity and solvency by looking at its current and long-term debts, cash flow, and equity data. 
Table 4: Key Liquidity and Solvency Indicators (2021-2023)
	Year
	Cash and Cash Equivalents (GBP)
	Total Current Assets (GBP)
	Total Liabilities (GBP)
	Total Equity (GBP)

	2021
	740,590
	1,891,970
	10,684,940
	2,256,180

	2022
	641,620
	1,965,340
	13,338,050
	2,583,030

	2023
	295,510
	1,285,880
	14,243,390
	1,410,580


Liquidity issues are seen in the decrease of cash and cash equivalents from 2021 to 2023 (Martorell, 2024). Additionally, the increase in debts and decrease in equity show that the hotel’s solvency is weakening. This means the hotel is struggling to fund its ongoing operations and may need to restructure (Awalludin & Aripin, 2024; Evianti et al., 2024).

Figure 4: Liquidity and Solvency Trends (Awalludin & Aripin, 2024; Evianti et al., 2024)
[bookmark: _Toc181058082]This figure is a stacked bar chart that shows the drop in current assets (liquidity) and, on the other side, the increase in current liabilities.

Identification of Key Issues
[bookmark: _Toc181058083]External Factors
The City Hotel faces several challenges from outside factors, especially during times of economic uncertainty. During recessions, people spend less on travel, both for leisure and business, which leads to fewer hotel bookings and lower revenue (Goncalves et al., 2024; Milton et al., 2024). The rise of budget hotels and services like Airbnb has increased competition, which affects how many people stay in traditional hotels (Ratna et al., 2024). Additionally, many tourists now prefer unique experiences and use technology to book their stays, which has also hurt the revenues and market share of traditional hotels (Hasin et al., 2024).
[bookmark: _Toc181058084]Internal Factors
The City Hotel has several internal problems, including low effectiveness in managing operating costs and a heavy reliance on just a few sources of income. This lack of income diversity makes it harder to handle financial pressure. As a result, the hotel is financially weak, with its main source of income being a major vulnerability (Adamba, 2024).
The hotel also struggles with poor management in controlling costs, which increases financial pressure. Staff expenses and other operating costs remain high, even though the revenue is low, according to Mpete and Maier’s analysis (2024).
[bookmark: _Toc181058085]Operational and Financial Factors
[bookmark: _Toc181058086]The City Hotel has struggled to grow financially, mainly due to problems in its operations. These issues affect areas like staffing, outside expenses, and overhead costs (Sulistiyo et al., 2024). High employee turnover and labor-heavy tasks have kept personnel costs high, and there is not enough automation or process improvements to help control these costs (Awalludin & Aripin, 2024).

Additionally, high external expenses, especially costly supplier contracts, show that the hotel has a rigid budget, which makes it harder to be profitable (Bozic, 2024). Fixed costs, like maintaining the hotel and paying for utilities, also complicate the hotel’s financial situation, showing that a more sustainable business model is needed (Jing et al., 2024).

This report suggests that both external factors and internal problems are causing The City Hotel’s issues, and a successful turnaround will require restructuring both its operations and finances.

Turnaround Strategy for The City Hotel
[bookmark: _Toc181058087]The main problems with The City Hotel’s financial performance need a detailed plan to help improve the situation, with both short-term and long-term actions (Jabbar, 2024). The goal of this plan is to reduce costs, increase revenue, improve business processes, and create a stable business model.

Short-Term Strategies 
These strategies focus on reducing costs and increasing revenue to provide immediate help with the hotel’s financial problems.
Table 5: Short-term strategies
	Short-Term Strategy
	Approach
	Description
	Objective
	References

	Optimize Employee Costs
	Staffing Audit & Cross-Training
	A staffing audit may identify areas for optimized employee allocation. Cross-training can make staff versatile, supporting flexible operations and reducing hiring needs.
	Increase flexibility and reduce staffing expenses
	Gonçalves et al., 2024

	Renegotiate Supplier Contracts
	Review & Renegotiate Terms
	Reviewing supplier terms may present opportunities for cost savings. Volume discounts, centralized purchasing, and local suppliers can reduce procurement expenses.
	Lower procurement costs
	Ratna et al., 2024

	Minimize Unnecessary Expenses
	Energy Efficiency & Marketing ROI
	Implementing energy-efficient systems could control utility costs, while evaluating marketing ROI helps allocate resources effectively.
	Reduce utility and optimize marketing expenditures
	Arquero, 2024

	Targeted Marketing Campaigns
	Data-Driven Targeting
	Using data-driven marketing insights may enhance reach to key customer segments. Channels like social media and email help promote offers to residents and business guests.
	Improve occupancy through targeted promotions
	Zhao et al., 2024

	Loyalty Programs
	Incentive-Based Customer Retention
	A loyalty program offering discounts, free services, or exclusive access can encourage repeat visits and foster customer loyalty.
	Strengthen customer loyalty
	Bozic, 2024

	Promotional Packages
	Seasonal & Local Partnerships
	Promotional packages may include collaborations with local attractions, offering guests added value and enticing off-peak bookings.
	Boost off-peak occupancy
	Martorell Cunill et al., 2024


[bookmark: _Toc181058088]
Long-Term Strategies 
It focuses on operational efficiency and customer satisfaction enhancements to foster sustainable growth.
Table 6: Lon term Strategies
	Long-Term Strategy
	Approach
	Description
	Objective
	References

	Implement Technology for Automation
	Property Management Systems (PMS) & Customer Relationship Management (CRM) Tools
	The use of PMS and CRM tools can streamline tasks such as booking and check-ins, reducing labor requirements while improving service consistency.
	Increase efficiency and service quality
	Cesaret, 2024; Gabarda (2024)

	Restructure Staffing
	Schedule Optimization
	Analyzing peak and off-peak hours may guide optimized staff scheduling, aligning labor resources with demand patterns to reduce unnecessary labor expenses.
	Optimize labor costs by aligning staffing with demand
	Awalludin & Aripin, 2024

	Enhance Service Quality
	Customer Relations Training
	Employee training on customer relations can improve service quality, with guest feedback offering valuable insights into service improvements.
	Increase customer satisfaction and loyalty
	Jing et al., 2024

	Create Memorable Experiences
	Local & Experiential Partnerships
	Developing partnerships with local attractions or services enables unique guest experiences, enhancing the hotel's appeal in a competitive market.
	Build distinctive brand identity and attract repeat visitors
	Milton et al., 2024



[bookmark: _Toc181058089]Financial Restructuring
[bookmark: _Toc181058090]Financial restructuring can help The City Hotel by reducing debt and improving cash flow. One way to improve finances is by paying off multiple loans and combining them into one. The hotel could also try to lower interest rates on loans and extend the repayment period, which would free up cash for daily operations (Zhao et al., 2024). By spreading out payments and lowering interest costs, the hotel can better manage its debts and have more money to cover important expenses.

Improving cash flow is also crucial for the hotel’s stability. This could be done by offering discounts for early payments from corporate clients and improving billing systems to speed up collections (Akel, 2024). Regular financial audits should be done to find ways to improve cash flow, ensuring that the hotel has enough money to keep running smoothly (Sulistiyo et al., 2024). Overall, these changes would help the hotel manage its finances better and provide a financial cushion against economic changes. 

Recommendations and Conclusion
[bookmark: _Toc181058091][bookmark: _Toc181058092]Key Recommendations
To improve the financial situation of The City Hotel, the following steps are suggested:
	•	Start with short-term activities that add value, such as negotiating with suppliers and reorganizing the workforce by using tools and changing work schedules (Mpete & Maier, 2024; Ratna et al., 2024).
	•	Fill job vacancies by targeting both business and leisure travelers through online advertising and creating a customer rewards program. Special promotions can also attract local and seasonal visitors (Goncalves et al., 2024).
	•	Use technology to replace some human tasks, reducing labor costs and speeding up service. This will improve the hotel’s services and make it more attractive to guests (Bozic, 2024; Evianti et al., 2024).
	•	Reorganize loans to lower interest costs and improve cash flow. Selling unnecessary assets can also generate quick cash for immediate operational needs (Zhao et al., 2024; Jing et al., 2024).

Conclusion
The City Hotel can improve its position in the market and solve its financial problems by following the recommended strategies. By cutting costs and focusing on marketing, the hotel can quickly address its immediate issues, bring in needed cash, and handle new challenges. Planning for the long term, including using automation to improve operations and focusing on customer satisfaction, will help the hotel grow sustainably and stay competitive (Gonçalves et al., 2024). These strategies are expected to improve profits, keep customers coming back, and lower operational costs. If these plans are carefully considered and put into action, The City Hotel can achieve financial stability and become more resilient to future market changes, ensuring its success in a competitive industry (Jing et al., 2024; Milton et al., 2024).
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