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[bookmark: _Toc168359249]1. Introduction
Urban Heights Hotel is a well-known 3-star hotel in Alwar, India. It is popular due to its outstanding customer service and going along with full amenities such as rooms, restaurants, bars and venues. However, the hotel has been performing poorly over the recent period. It has suffered losses in revenue, occupation rates and customer satisfaction. Due to tough times, the owner of the hotel started thinking of strategies that would help its hotel survive. The following paper analyses the current situation, outlines all possible opportunities for improvement and suggests the measures that could change the situation for the better and restore the old reputation of the hotel.
[bookmark: _Toc168359250]2. Financial Performance Analysis
Income Statement (in GBP)
	Item
	2021
	2022
	2023

	Revenue
	£2,500,000
	£2,200,000
	£1,800,000

	Operating Expenses
	£1,800,000
	£2,000,000
	£2,300,000

	Net Income
	£700,000
	£200,000
	(£500,000)


Balance Sheet(in GBP)
	Asset/Liability
	2021
	2022
	2023

	Cash and Equivalents
	£300,000
	£200,000
	£100,000

	Accounts Receivable
	£150,000
	£100,000
	£80,000

	Property and Equipment
	£5,000,000
	£4,800,000
	£4,500,000

	Total Assets
	£5,450,000
	£5,100,000
	£4,680,000

	Accounts Payable
	£250,000
	£270,000
	£300,000

	Long-term Debt
	£3,000,000
	£3,000,000
	£3,000,000

	Total Liabilities
	£3,250,000
	£3,270,000
	£3,300,000

	Equity
	£2,200,000
	£1,830,000
	£1,380,000



[bookmark: _Toc168359251]2.1 Revenue Analysis
Over the three years from 2021 to 2023, Urban Heights Hotel suffered a gradual reduction in income. Beginning with £2,500,000 in 2021, income plummeted to £2,200,000 in 2022 and further dropped to £1,800,000 in 2023.
Possible Reasons for Revenue Decline
The hotel may have been impacted by larger economic downturns, resulting in lower customer expenditure on hospitality services. Intensifying rivalry within the hotel sector might have resulted in a loss of market share and lower income for Urban Heights Hotel. Evolving customer preferences, such as a move towards alternative lodgings or activities, can harm the hotel's income streams (Sarwari and Minar, 2024). The COVID-19 pandemic, for instance, significantly impacted the travel and tourist business, resulting in lower reservations and income for hotels globally, including Urban Heights Hotel.
[bookmark: _Toc168359252]2.2 Expense Analysis
Operating expenses for Urban Heights Hotel exhibited an increased tendency over the three years. Starting with £1,800,000 in 2021, operational expenditures grew to £2,000,000 in 2022 and further rose to £2,300,000 in 2023.
Key Reasons for Expense Increase
The hotel undoubtedly encountered inflationary pressures, resulting in rising prices for goods and services essential for its operations. Inflationary trends and increasing demands for wages and salaries might have led to increased labor costs, adding to the growth in operational expenditures (Musarat, Alaloul, and Liew, 2021). The requirement for maintenance, repairs, and renovations of the hotel's facilities can have increased expenditures, especially in reaction to aged infrastructure or to satisfy growing consumer expectations.
[bookmark: _Toc168359253]2.3 Profitability Analysis
By eliminating expenses, the net profit margin is the percentage of sales that produces net income (Suzan, 2020). The Urban Heights Hotel's net profits dropped considerably over three years. Net income fell from £700,000 in 2021 to £200,000 in 2022 and (£500,000) in 2023. Lower-income and increased operational costs hurt Urban Heights Hotel's profitability. Competition and economic challenges reduced net income and profitability.
[bookmark: _Toc168359254]2.4 Liquidity Analysis
The current ratio assesses the hotel's capacity to satisfy short-term commitments with its short-term assets. Urban Heights Hotel's liquidity, as shown by the current ratio, fell throughout the years. In 2021, the current ratio was 1.8, showing a solid liquidity situation. However, by 2023, the ratio had decreased to 0.6, foreshadowing probable liquidity concerns. Trends in cash and cash equivalents and accounts receivable also play a key role in measuring liquidity.
[bookmark: _Toc168359255]2.5 Solvency Analysis
Urban Heights Hotel's solvency, as shown by the debt-to-equity ratio, decreased throughout the three years. The ratio climbed from 1.36 in 2021 to 2.17 in 2023, reflecting a larger dependence on debt financing compared to equity. This pattern might pose challenges to the hotel's long-term financial health.
[bookmark: _Toc168359256]2.6 Financial Ratio Analysis
	Current Ratio = Current Assets/Current Liabilities

	2021
	Current Ratio= 450000/250000 = 1.8

	2022
	Current Ratio = 300000/270000 = 1.1

	2023
	Current Ratio = 180000/300000 = 0.6



	Quick Ratio = Current Assets – Inventory(Value Not Available)/Current Liabilities

	2021
	Quick Ratio = 450000/250000 = 1.8

	2022
	Quick Ratio = 300000/270000 = 1.1

	2023
	Quick Ratio = 180000/300000 = 0.6



	Debt to Equity Ratio = Total Liabilities/ Shareholders Equity

	2021
	Debt to Equity Ratio = 3250000/2200000 = 1.5

	2022
	Debt to Equity Ratio = 3270000/1830000 = 1.8

	2023
	Debt to Equity Ratio = 3300000/1380000 = 2.4



	Return on Assets = Net income/Average Total Assets

	2021
	Return on Assets = 700000/5450000 = 0.12

	2022
	Return on Assets = 200000/5275000 = 0.03

	2023
	Return on Assets = -500000/4890000 = -0.10



	Return on Equity= Net income / Average shareholder’s equity

	2021
	Return on Equity = 700000/2,200,000 = 0.3

	2022
	Return on Equity = 200000/2015000 = 0.1

	2023
	Return on Equity = 500000/1605000 = 0.3



Analysis
Current and Quick Ratios dropped from 1.8 in 2021 to 0.6 in 2023, showing the firm's short- and long-term debt capacity. It expects falling cash to make its short-term debt payments harder. The debt-to-equity ratio climbed from 1.5 in 2021 to 2.4 in 2023. Further hotel borrowing is dangerous. Higher lending rates may impact profits. It could also mean the hotel is borrowing to grow and earn more.
Company ROA declined from 0.12 in 2021 to -0.10 in 2023, lowering profitability. Return on Equity dropped from 0.3 in 2021 to -0.3 in 2023. Hotel profitability is falling relative to equity. Investor trust and share price may suffer from low 2023 hotel ROE.
[bookmark: _Toc168359257]3. Key Reasons for Decline in Profitability
[bookmark: _Toc168359258]3.1. Revenue Decline
· Market Conditions and Competition: Hotel competition and a tough market may explain Urban Heights Hotel's declining profitability (Autor et al., 2023). Airbnb, boutique hotels, and serviced apartments compete with hotels. Urban Heights Hotel's market share and revenue are declining due to existing and new hotel chains.
· Customer Satisfaction and Service Quality Issues: Customer satisfaction and service quality issues hurt profits (Seal, 2019). Bad service, cleanliness, and antiquated facilities might affect online ratings and money (S Sese et al., 2022).
[bookmark: _Toc168359259]3.2. Cost Increases
· Supply Chain Disruptions: Urban Heights Hotel may pay more due to supply chain issues like product delays or shortages. Food, drink, bedding, and facility delivery delays may raise procurement costs and inefficiency (Lin and Benjasak, 2021). Supply chain disruptions can impact hotel service quality and profitability.
· Inflation and Increased Operational Costs: Inflationary pressures and higher operational costs might place considerable strain on Urban Heights Hotel's degree of profitability. Increases in labor, utilities, insurance, and property taxes may combine to reduce profit margins and constrain the hotel's ability to maintain competitive pricing (DeWees, 2020). 
[bookmark: _Toc168359260]3.3. Real-World Examples and Economic Theory
Hotel lockdowns, travel restrictions, and lower customer spending during the COVID-19 epidemic hurt profits (Yacoub and ElHajjar, 2021). Hotel Urban Heights guarantees a similar gain dropout. Travel, activities, and businesses were affected by epidemic cancellations and client losses. According to the low demand economic perspective on business management, a drop in service demand may affect revenue and income (Walker 2021).
[bookmark: _Toc168359261]4. SWOT Analysis
	Strengths
	Weaknesses

	Urban Heights Hotel has several strengths, such as its location in the urban area, which is attractive both to business travellers and to holidaymakers. In addition, the hotel has a restaurant, a bar and conference facilities, all of which are available to visitors. Further, in general, the hotel has formed a very well-known brand during the past years, which still proves a competitive advantage.
	Despite its strengths, Urban Heights Hotel has several drawbacks. Financial performance and profitability are decreasing, indicating severe sales, cost, and overhead challenges. If not resolved, these can hurt the hotel's ability to attract and retain customers. The hotel's high operational expenses and declining cash indicate financial weaknesses.

	Opportunities
	Threats

	Urban Heights Hotel looks for a post-pandemic market resurgence. Digital transformation projects and technology to improve visitor experience may open new revenue channels (Alrawadieh et al., 2021). Strategic alliances with local businesses or event hosts could increase the hotel's customer base and revenue.
	Urban Heights Hotel faces various threats to its growth, including fierce industry competition. However, economic instability, geopolitical threats, and changing consumer tastes could lower the hotel's revenue and profitability. Businesses also risk natural calamities or worldwide pandemics disrupting operations and complicating finances.


Table 1: SWOT Analysis
(Source: Created by Author)
[bookmark: _Toc168359262]5. Recommendations
[bookmark: _Toc168359263]5.1. Revenue Enhancement
For revenue, the Urban Heights Hotel should focus on marketing, client loyalty, and service diversity. Marketing and promotions increase brand visibility and consumer acquisition (Samatovich, 2021). Customer loyalty initiatives encourage repeat visits and long-term collaborations. Wellness packages, theme events, and memorable meals will draw customers and make money.
[bookmark: _Toc168359264]5.2. Cost Reduction
In order to alleviate rising costs, Urban Heights Hotel also needs to consider operational efficiencies maybe the cost-saving strategies. Operational efficiency enhancements, like improving the size of the workforce and streamlining operations, will also help to reduce waste and boost productivity (Mondok, 2023). Moreover, principles such as optimizing terms with suppliers and following a tight cost control regime permit reining in procurement costs. Subcontract unimportant jobs like servicing housekeeping or servicing to save (cash expenses decreased), however, preserve their consumer satisfaction.
[bookmark: _Toc168359265]5.3. Financial Restructuring
In order to lessen the effects of those costs, the Urban Heights Hotel should explore refinancing long-term debt and try to find other sources of funding that have far better terms. Strategies to optimize assets, like selling unproductive assets, or renting unused space, will generate funds and improve liquidity (Gil, 2024). In addition, it will ensure these resources are better used and the measures are integrated into long-term financial sustainability, through good financial management practices such as budgeting and clear cash flow forecasting.
[bookmark: _Toc168359266]5.4. Service Quality Improvement
Service quality must improve to regain customer loyalty. Train and develop people to give excellent customer service. Customer feedback channels and visitor surveys and reviews will inform service enhancement programmes (Vo et al., 2022). Better service, from personal amenities to faster check-in and check-out, boosts customer satisfaction and word-of-mouth.
[bookmark: _Toc168359267]6. Implementation Plan
Short-term (0-6 months)
In the near term, Urban Heights Hotel will concentrate on stabilising finances and operations to solve serious challenges and restore stability.
· Financial Assessment: Conducting a detailed financial analysis to identify areas of urgent concern and prioritise action (Drury, 2021).
· Cost Containment Measures: Implementing quick cost reduction initiatives, such as renegotiating contracts with suppliers and optimising workforce levels to cut overhead expenses.
· Operational Streamlining: Streamlining operational procedures to boost efficiency and eliminate waste, guaranteeing smooth day-to-day operations (Siagian et al., 2020).
Medium-term (6-12 months)
During the medium term, Urban Heights Hotel will adopt strategic measures targeted at increasing revenue growth and enhancing cost management.
· Revenue Enhancement Strategies: Launching focused marketing efforts, creating customer loyalty programs, and expanding service offerings to attract new consumers and enhance income streams (Kryukova and Khetagurova, 2020).
· Further Cost Reduction: Continuously reviewing expenditures and seeking the potential for further cost reduction via operational savings and supplier agreements.
Long-term (1-3 years)
In the long run, Urban Heights Hotel will concentrate on persistent efforts to restore financial health and reputation, assuring long-term survival.
· Financial Restructuring: Refinancing long-term debt, investigating alternative financing alternatives and optimising assets to increase liquidity and financial stability (Sikveland et al., 2022).
· Service Quality Improvement: Investing in staff training and development programs, adopting customer feedback methods and upgrading service delivery to promote customer happiness and loyalty.
· Continuous Monitoring and Adjustment: Regularly monitoring performance indicators and revising tactics as required to react to changing market circumstances and maintain continued growth and profitability.
[bookmark: _Toc168359268]7. Conclusion
The analysis of the data reveals the fact that Urban Heights Hotel is experiencing several serious problems with sales, expenses and profit as shown by the description. But with a comprehensive turnaround strategy focusing on revenue enhancement, cost reduction, financial restructuring and service quality improvement, the hotel could restore its financial health and revive its image. Results could be achieved by executing the recommended short-term, medium-term and long-term strategies by Urban Heights Hotel to improve its financial performance which will assure sustainability in the competitive hospitality market.
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