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[bookmark: _Toc219322390]Executive Summary
The Coastal Horizon Hotel, a mid-sized coastal property offering accommodation, dining, bar, and event facilities, has experienced a noticeable decline in financial performance and guest satisfaction over recent years. Once positioned as a desirable vacation destination, the hotel has struggled to adapt to increasing competition, changing customer expectations, and rising operating costs. The income statement (table, 1) below, shows the period covering from 2022 to 2024 highlights a consistent fall in revenue from £1.2 million to £950,000, alongside operating expenses rising from £900,000 to £1.1 million. As a result, the hotel moved from a healthy profit of £300,000 in 2022 to a net loss of £150,000 in 2024.
Further examination of the balance sheet reveals growing financial pressure, including declining cash reserves, reduced asset values, and a sharp fall in equity. Operational indicators reinforce these concerns, with Average Room Rates declining from £240 in 2022 to £210 in 2023, and occupancy rates falling from 60% to 50% over the same period. These trends suggest weakened demand, ineffective pricing strategies, and declining competitiveness within the coastal hospitality market.
The assessment identifies several key drivers behind this downturn, including rising labour and operating costs, outdated service and facility offerings, insufficient use of technology, and a failure to meet evolving guest expectations for personalised and seamless experiences. Customer dissatisfaction and reduced repeat business have further contributed to falling occupancy and revenue.
Despite these challenges, the analysis concludes that the Coastal Horizon Hotel remains financially salvageable, and a targeted turnaround strategy is proposed. The follow key recommendations for the Coastal Horizon Hotel are, primarily focusing on improving guest service quality, controlling costs, optimising pricing and revenue management, and undertaking selective asset upgrades. By leveraging existing facilities more effectively and aligning operations with current market expectations, the hotel can restore financial stability, rebuild its reputation, and reposition itself as a competitive and sustainable coastal destination. Some key recommendations examples are by, improving guest service quality through staff training and guest feedback, alongside tighter cost control via expense audits and energy efficiency, is essential to enhancing operational performance. Revenue can be improved through dynamic pricing and effective market segmentation, while selective, low-cost asset upgrades can strengthen guest perceptions. Together, these measures will support financial stability, reputation recovery, and the hotel’s competitiveness in the coastal hospitality market.
[bookmark: _Toc219322391]Introduction 
The hospitality industry is highly competitive and sensitive to changing customer expectations, economic conditions, and market innovation. Coastal destinations face particularly strong pressure as newer resorts continue to enter the market with modern facilities, advanced technology, and experience-driven services. Within this context, the Coastal Horizon Hotel operates as a mid-sized hospitality business offering accommodation, dining options, a bar, and event facilities in a desirable coastal location. Once recognised for its luxurious atmosphere and high-quality guest experiences, the hotel has recently experienced a steady but concerning decline in occupancy rates, revenue generation, and overall market position, raising serious questions about its long-term viability (Ali, et al., 2021). 
This case study aims to conduct a detailed analysis of the factors contributing to the Coastal Horizon Hotel’s financial and operational challenges. Using key financial documents, including income statements and balance sheets, the study examines the hotel’s performance over a three-year period from 2022 to 2024 to assess its current economic position and identify the root causes of decline (Božić, 2024).
Following this analysis, the report proposes a set of practical and achievable turnaround strategies focused on restoring profitability, improving efficiency, and strengthening the hotel’s competitive position. The ultimate objective is to develop a sustainable recovery plan that addresses existing weaknesses while repositioning the Coastal Horizon Hotel as a desirable and financially stable coastal destination in a rapidly evolving hospitality market (NetSuite, 2024).
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[bookmark: _Toc219322393]Analysis of the Hotel Financial Performance in the past Three Years.

In recent years, customer preferences in the hospitality market have shifted significantly, influenced by global trends, technological innovation, and evolving traveller expectations. One of the most notable changes is the increased demand for personalised experiences. Today’s guests are no longer satisfied with generic services; they expect hotels to tailor offerings to their individual needs, such as customised room amenities, activity recommendations, and bespoke services (Digital Guest, 2025a). Research suggests that a large proportion of travellers prefer hotels that offer personalised experiences, as this enhances satisfaction and encourages repeat bookings (Chisom, 2024). This trend challenges traditional hospitality models and requires hotels to invest in systems that capture and respond to guest preferences.

Another key shift is the emphasis on technology integration. Modern customers seek seamless digital interactions from the moment of booking through to checkout. Features such as mobile check-in/out, contactless services, and intuitive guest apps have moved from being optional luxuries to expected standards (Digital Guest, 2025b). The push for digital convenience reflects broader lifestyle changes, with many travellers using smartphones to manage travel plans and hotel stays (Hospitality Technology, 2023). Health, wellness, and sustainability have also become central to consumer decision-making. Post-pandemic travellers prioritise cleanliness and well-being, including robust hygiene measures and amenities that support health-focused stays (VBW Ventures, 2023). Meanwhile, a growing segment of environmentally conscious guests prefers hotels that demonstrate commitment to sustainable practices, such as energy efficiency, reduced waste, and support for local communities (Qraffa, 2024).
Overall, these evolving customer preferences emphasise experience, convenience, and values-based choices. For properties like the Coastal Horizon Hotel, adapting to these shifts through enhanced service offerings, digital transformation, and sustainability initiatives will be critical to regaining competitiveness and improving guest satisfaction.
 Illustration (1 and 2), and tables (1,2 and 3) will confirm the findings mentioned above.


Income Statement (In GBP)                                                                                        Table (1)
	Item
	2022
	2023
	2024

	Revenue
	£1,200,000
	£ 1,100,00
	£ 950,000

	Operating Expenses
	£ 900,00
	£ 950,00
	£1,100,000

	Net Income
	£ 300,000
	£ 150,000
	£150,000



Financial Performance Analysis (2022–2024)

Following the Income Statement given above, we can see that between 2022 and 2024, the Coastal Horizon Hotel experienced a steady decline in revenue alongside rising costs. In 2022, total revenue was £1,200,000. By 2023, this had dropped by £100,000, and between 2023 and 2024, revenue fell further by £150,000. Below there is a small Illustration of how the information above was generated.
Illustration (1)
Financial and operational indicators highlight the scale of this decline. Between 2022 and 2024, the hotel’s income statements reveal falling revenues alongside rising operating expenses, resulting in a net loss in the most recent financial year. Balance sheet data further indicates weakening liquidity, declining equity, and increased financial risk. At the same time, operational measures such as decreasing Average Room Rates (ARR) and occupancy levels suggest reduced demand, intensified competition, and ineffective pricing strategies, these metrics are widely recognised as critical performance indicators that directly affect revenue generation and pricing power in hotel operations (Cornell Center for Hospitality Research 2024). Customer feedback pointing to outdated facilities and declining service quality reinforces the need for urgent intervention.
Overall, revenue dropped 20.83% from 2022 to 2024, a significant decline reflecting weak demand and competitive pressure, similar to broader industry challenges where ADR and occupancy can shrink under market strain (NetSuite, 2025).

Another Illustration shown below is the profitability; it shows an even sharper decline. Net income fell from £300,000 in 2022 to £150,000 in 2023, and then to a £150,000 loss in 2024. 
Net income declined by:
Profit margins (Net Income ÷ Revenue)                                                                   Table (2)
	Year 2022:
	(£300,000 ÷ £1,200,000)
	X 100 =
	Total of 25%

	Year 2023:
	(£150,000 ÷ £1,100,000)
	X 100 =
	Total of 13.64%

	Year 2024:
	(-£150,000 ÷ £950,000)
	X 100 =
	Total of 15.79%


This swing into negative margins reflects not just revenue loss but also rising costs. Operating expenses rose from £900,000 (2022) to £1,100,000 (2024): an increase of £200,000 over two years. This growth in costs alongside falling sales is a common stress factor in hospitality, especially when labour and overhead costs rise faster than revenues (Opus Business Advisory Group, 2025).
Balance Sheet (IN GBP)                                                                                         Table (3)
	Asset/Liability
	2022
	2023
	2024

	Cash and Equivalents
	£100,000
	£80,000
	£20,000

	Accounts Receivable
	£50,000
	£40,000
	£30,000

	Property and Equipment
	£2,000,000
	£2,000,000
	£1,800,000

	Total Assets
	£2,150,000
	£2,120,000
	£1,850,000

	Accounts Payable
	£30,000
	£40,000
	£50,000

	Long-term Debt
	£1,500,000 
	£1,500,000
	£1,500,000

	Total Liabilities
	£1,530,000
	£1,540,000
	£1,550,000

	Equity
	£620,000
	£580,000
	£300,000



On the balance sheet shown above cash and equivalents fell sharply from £100,000 (2022) to £20,000 in (2024), indicating liquidity pressures. Total assets declined by £300,000 over the same period, partly due to reduced property and equipment values, reflecting potential deferred maintenance or asset write-downs. Equity dropped from £620,000 to £300,000, a £320,000 fall, mainly due to accumulated losses, while long-term debt stayed constant at £1,500,000. 
Illustration (2)
The debt-to-equity ratio therefore worsened significantly, indicating greater financial risk. 
To summarise the Coastal Horizon Hotel’s financial performance shows declining revenues, rising costs, shrinking profit margins, and worsening liquidity over three years. These issues align with broader industry patterns where hotels struggle with cost controls and demand volatility (NetSuite, 2025). The net income margin dropped from 25% in 2022 to -15.8% in 2024, indicating operational inefficiency and revenue deterioration. A key concern is the Average Room Rate (ARR), which declined from £240 in 2022 to £210 in 2023, showing an inability to command premium pricing due to outdated amenities and declining service quality. 
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The Coastal Horizon Hotel’s financial performance reveals several interconnected causes of declining profitability. As the income statement shows, revenue fell from £1,200,000 in 2022 to £950,000 in 2024, while operating expenses increased from £900,000 to £1,100,000 over the same period. This mismatch between declining revenue and rising costs squeezed margins, pushing net income from £300,000 profit in 2022 to a £150,000 loss in 2024. Calculated, this means revenue dropped £250,000 (20.83% decrease) while expenses rose £200,000 (22.22% increase), a clear driver of reduced profitability, consistent with financial performance theory that highlights cost–revenue imbalance as a primary cause of operating losses (Atrill and McLaney, 2019).
One key factor is falling occupancy and pricing power. The hotel’s occupancy rate declined from 60% in 2022 to 50% in 2023, while the Average Room Rate ARR slid from £240 to £210 over the same period. A lower occupancy rate directly erodes total room revenue: if 80 rooms are available, a 60% occupancy equals 48 rooms sold per night versus 40 at 50% occupancy a drop of 8 rooms per day, or 8 × £210 × 365 ≈ £613,200 less annual room revenue. This reflects broader industry patterns where weakened demand reduces both occupancy and pricing power (PwC, 2025).
Another major issue is rising operating costs, especially labour. Industry reports highlight that labour expenses have risen significantly, often exceeding revenue growth. With labour typically comprising 40-50% of total operating costs, even slight wage increases can compress margins considerably (Opus Business Advisory Group, 2025). This appears consistent with the hotel’s rising expenses even as revenues declined. (HVS, 2025)
Outdated technology and poor revenue management likely contributed to lost revenue opportunities. Hotels not investing in dynamic pricing, integrated systems, and modern booking platforms tend to underperform in revenue metrics like RevPAR compared to more tech-savvy competitors (LinkedIn Hospitality Tech, 2025). This can result in inferior pricing decisions, lower upsell conversion, and higher reliance on expensive third-party booking channels, further reducing net revenue (Hotelspeak, 2025; HospitalityNet, 2024).
In addition, customer dissatisfaction and turnover can depress repeat business. High guest churn increases marketing costs and damages reputation, further weakening demand (Olsen, 2017) found that turnover leads to lower occupancy and higher marketing expenses. Declining occupancy rates suggest the hotel may be losing loyal customers to competitors with better service, amenities, or digital experiences.
In summary, the hotel’s profitability decline stems from a mix of shrinking demand, rising operating costs, inadequate technology and pricing strategies, and weakened customer loyalty. These factors align with wider hospitality trends were failing to adapt to market shifts directly impacts financial performance.

[bookmark: _Toc219322395] Conclusion
Over the past three years, the Coastal Horizon Hotel has faced significant challenges that have undermined its financial performance and guest experience. Revenue steadily declined from £1.2m in 2022 to £950k in 2024, even as operating costs increased, squeezing profitability into a loss by 2024. This financial squeeze was mirrored by operational signs such as falling occupancy rates and declining Average Room Rates ARR, pointing to weaker demand and loss of competitive edge.
A core part of this downturn relates to guest service and experience. Guest expectations in the hospitality industry have evolved dramatically, with travellers increasingly seeking personalised, technology-enabled, and hassle-free experiences (DigitalGuest, 2025b). Hotels that fail to meet these evolving preferences risk losing repeat business and positive word-of-mouth, and this appears to be a factor for Coastal Horizon. Outdated service models, lack of digital engagement tools, and limited focus on tailored experiences make it difficult to attract new guests or retain loyal ones (Hotelspeak, 2025).
Effective guest service strategies are no longer just ‘nice to have’ they are central to financial performance. Studies indicate that positive guest experiences can directly impact revenue through repeat bookings, higher spending on ancillary services (like dining and events), and stronger online reputation scores (HospitalityNet, 2024). In contrast, negative perceptions especially around service quality  can depress occupancy and reduce average rates.
For Coastal Horizon, improving guest service isn’t only about frontline staff behaviour; it means investing in training, digital guest engagement platforms, real-time feedback channels, and personalised offerings. These investments tend to pay off through increased satisfaction and stronger demand resilience.
In summary, while financial issues have been clear and measurable, the underlying guest service experience has an equally strong influence on long-term success. Aligning service delivery with current customer expectations is essential for the hotel’s recover.
[bookmark: _Toc219322396] Recommendations
Based on the financial analysis, market assessment, and service performance findings, the Coastal Horizon Hotel requires a focused and realistic turnaround strategy that addresses declining revenues, rising costs, and weakening guest satisfaction. The following recommendations build directly on the identified issues and aim to restore financial stability while rebuilding the hotel’s reputation as a competitive coastal destination.
First, the hotel should reposition its guest service strategy to align with changing customer expectations. Declining occupancy and ARR suggest that current offerings are no longer compelling. Rather than competing on price, the hotel should compete on experience and value by improving service consistency, staff training, and personalisation. Investing in customer service training will help improve guest interactions, encourage repeat visits, and strengthen online reviews, which are critical drivers of bookings. Simple changes such as proactive guest communication, improved check-in experiences, and structured feedback collection can deliver meaningful improvements without excessive cost.
Second, cost control must be prioritised to address the imbalance between revenue and operating expenses. Operating costs increased by £200,000 over three years despite falling revenue, indicating inefficiencies. Management should conduct a detailed cost review focusing on labour scheduling, supplier contracts, and energy usage. Introducing smarter staff rostering aligned with occupancy levels and renegotiating supplier agreements can reduce fixed costs without harming service quality. These actions directly respond to the identified cost escalation that pushed the hotel into a net loss.
Third, the hotel should optimise pricing and revenue management using existing room inventory more effectively. Falling ARR and occupancy indicate weak pricing strategy. Adopting dynamic pricing, seasonal packages, and bundled offers (rooms combined with dining or events) can increase revenue per guest without heavy discounting. This approach builds on existing facilities rather than introducing new services and helps stabilise cash flow.
Fourth, selective asset refresh and maintenance should be prioritised rather than full-scale refurbishment. The decline in property and equipment value suggests deferred maintenance, which likely affects guest perceptions. Targeted upgrades to high-impact areas such as guest rooms, bathrooms, and public spaces can significantly improve satisfaction while remaining financially feasible.
Finally, the hotel should closely monitor financial and operational performance using clear KPIs such as occupancy rate, ARR, operating margin, and guest satisfaction scores. Regular review will allow management to respond quickly to underperformance and avoid repeating past issues.
In conclusion, by improving service quality, tightening cost control, refining pricing strategies, and maintaining core assets, the Coastal Horizon Hotel can realistically stabilise its finances, rebuild guest trust, and move toward sustainable profitability without introducing unnecessary risk.
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