

MODULE CODE: BMIH5007
[bookmark: _98pv9d637vj2]MODULE: FINANCIAL MANAGEMENT FOR THE HOTEL INDUSTRY
[bookmark: _4er2en3m8gzy][bookmark: _4oatjrvykcmq][bookmark: _GoBack]
BMIH5007
Financial Management for the Hotel Industry
Student name : Bianca Negreanu
Student id :2244613
Module leader : Tristan Hawkins
 














Table of Contents
Component 2	3
1. Introduction	3
2. Financial Performance Analysis	3
2.1 Revenue and Profitability Trends	3
2.2 Cost and Expense Analysis	3
2.3 Liquidity and Solvency Evaluation	4
3. Major Reasons Behind Financial Downfall	4
3.1 Market and Economic Factors	4
3.2 Operational and Management Issues	5
3.3 Industry-Specific Challenges	6
4. Turnaround Strategy	6
4.1 Revenue Generation Strategies:	6
4.2 Cost Optimization Measures:	7
4.3 Operational Improvements:	7
4.4 Financial Restructuring Options:	8
5. Recommendations and Implementation Plan	8
6. Conclusion	9
References	10



[bookmark: _Toc191113257]Component 2
[bookmark: _sal5qyn2yj1o][bookmark: _Toc191113258]1. Introduction
The City Hotel, a hospitality facility providing accommodation, food, and event services, has witnessed a substantial drop in revenue, occupancy, and customer satisfaction over the last three years (The City Hotel, 2025). Financial stress has raised questions regarding the viability of the business in the long run. The city hotel's financial health in relation to revenue trends, profitability, and liquidity will be explained. The most crucial factors that led to the fall and provide a strategic turnaround strategy will also be discussed. The scope is to examine closely financial statements, some of the most industry-based issues, and potential choices for their recuperation to secure financial stability and efficacy in operation.
[bookmark: _5pa8n0dk592n][bookmark: _Toc191113259]2. Financial Performance Analysis
[bookmark: _g74e7rbxvvk][bookmark: _Toc191113260]2.1 Revenue and Profitability Trends
The revenue of the City Hotel decreased substantially from £5,248,290 in 2021 to £2,325,440 in 2023, representing a 56% decrease (The City Hotel, 2024).  The steep decline implies lower occupancy rates and weak demand. Even with a modest revenue increase in 2022 (£5,307,480), the dramatic drop in 2023 implies external forces like market fluctuations and diminished consumer expenditure.
Operating income also trended similarly, increasing to £664,160 in 2021, up to £674,730 in 2022, but decreasing to -£1,218,850 in 2023, meaning expenses outran revenue. Net income also trended from £333,930 in 2021 and £304,650 in 2022 to -£1,134,950 in 2023. The abrupt fall in profitability reflects increasing operating costs and falling revenues, necessitating cost-effectiveness.
[bookmark: _yxrso8lljybv][bookmark: _Toc191113261]2.2 Cost and Expense Analysis
The cost of goods sold (COGS) fell from £411,600 in 2021 to £176,250 in 2023, indicating lower food and beverage sales, a significant revenue source. Employee expenses, a significant cost, were £1,724,760 in 2021, increasing to £1,770,700 in 2022, before falling to £1,233,160 in 2023. The decline reflects staff reduction, but labour remains a large percentage of total costs (The City Hotel, 2023).
Outside expenditures, such as maintenance and utilities, fell from £1,894,720 in 2021 to £1,071,030 in 2023 (The City Hotel, 2023). Although trimming costs are realized, lower expenditures on guest services and maintenance might have a detrimental impact on customer experience.
Depreciation and amortization expenses increased from £409,190 in 2021 to £661,590 in 2023, reflecting investment in assets that have not returned sufficient returns yet (The City Hotel, 2023). Excessive depreciation charges add to the burden on profitability, indicating that the recent capital investments might not have been optimally utilized.
[bookmark: _93u62e74b21i][bookmark: _Toc191113262]2.3 Liquidity and Solvency Evaluation
The liquidity position of the hotel has also deteriorated substantially. Cash and cash equivalents declined from £740,590 in 2021 to £295,510 in 2023, indicating falling cash reserves and poor financial flexibility (The City Hotel, 2023).
Total liabilities increased from £10,684,940 in 2021 to £14,243,390 in 2023, reflecting greater reliance on debt (The City Hotel, 2023). Long-term borrowings grew from £8,113,710 in 2021 to £8,290,570 in 2023, reflecting a reliance on outside financing. Greater debt burdens further weigh on viability (The City Hotel, 2023).
The hotel’s equity position fell from £2,256,180 in 2021 to £1,410,580 in 2023, reflecting deteriorating financial health (The City Hotel, 2023). With increasing liabilities and decreasing assets, financial restructuring is necessary to stabilize the company for the long term. The report recognizes substantial financial distress and demands an effective turnaround strategy to return to profitability and operational proficiency.
[bookmark: _y9o5cpqbz4qr][bookmark: _Toc191113263]3. Major Reasons Behind Financial Downfall
[bookmark: _8evf2w5yg2ne][bookmark: _Toc191113264]3.1 Market and Economic Factors
The City Hotel's financial woes are also a result of wider economic difficulties like post-pandemic recovery, inflation, and decreased consumer expenditure. The COVID-19 pandemic resulted in a catastrophic slump in the hospitality industry, and although there has been some sort of recovery, demand is still spasmodic (Akbar and Tracogna, 2018). Most tourists now prefer affordable accommodations, which affects mid-budget hotels like The City Hotel. Corporate travel has also not recovered to its pre-pandemic level, which has an impact on income generation from business customers.
As a result, inflation increased business costs, most significantly for utilities, wages, and suppliers. With interest rates increased, finance also has been squeezed due to high repayment costs for loans (Khan et al., 2020). Bigger loan prices reduce the capacity of a hotel to make capital investments or undertake advertisement campaigns. With consumers paying more for living expenses, discretionary spending on travel and leisure has decreased, resulting in reduced occupancy levels and revenue losses.
[bookmark: _sgmmq5ep2ifa][bookmark: _Toc191113265]3.2 Operational and Management Issues
One of the major operational challenges is poor revenue collection as a result of low occupancy levels. The hotel has not been able to occupy rooms, which might be due to ineffective pricing policies and the lack of special packages. Without dynamic pricing mechanisms that adapt prices according to demand (Brown et al., 2017), The City Hotel cannot be competitive in its market segment. Its marketing activities also seem inadequate in reaching major demographics, making it less visible and attractive.
Moreover, cost inefficiencies have deteriorated financial performance. Employee expenses continue to be elevated in the face of falling revenues, suggesting staff levels might not have been as lean as necessary. Inadequate cash management, such as late payment collections and poor budgeting, further weakened liquidity (Menicucci, 2018). Lack of investment in high-margin products, such as food and beverage promotions or event hosting, has limited the diversification of revenues. Additionally, obsolete processes, such as manual booking processes, create inefficiencies that are a waste of administrative costs.
[image: ]
Figure: Operational and Management Issues Behind Financial Downfall
(Source: Afandy, 2024)
[bookmark: _kr3fw6605vnz][bookmark: _Toc191113266]3.3 Industry-Specific Challenges
The City Hotel is confronted by increasing competition from large hotel groups and alternative accommodation operators, including Airbnb and boutique hotels. The competitors have utilized deep discounting, brand strength, and e-marketing, making it challenging for The City Hotel to maintain market share (Spaenjers and Steiner, 2024). Established brands also have loyalty programs and member benefits, attracting repeat consumers and siphoning market share from independent hotels. Changing consumer behaviours have steered demand towards sustainability, digital convenience, and personalized experiences. Most tourists currently anticipate environmentally friendly efforts, effortless digital check-ins, and bespoke service provisions, areas in which The City Hotel has lagged behind. Such hotels are more likely to acquire a more faithful clientele base if they follow such trends, and those who don't are more likely to become obsolete (Kolomiiets, 2024).
Briefly, the financial decline of The City Hotel is due to external economic pressures, internal inefficiency, and unresponsiveness to industry trends. Overcoming these challenges by gaining strategic triumphs in cost control, marketing, and innovation in services is necessary to restore growth.
[bookmark: _fh01vd5j7rzk][bookmark: _Toc191113267]4. Turnaround Strategy 
A comprehensive turnaround strategy for The City Hotel is imperative to restore financial health and reputation, including revenue generation, cost optimization, operational improvements and financial resourcing. 
[bookmark: _pjgz8iirwi4a][bookmark: _Toc191113268]4.1 Revenue Generation Strategies:
· Dynamic pricing and promotions: Implementation of a dynamic pricing model by adjusting the room rates considering the real-time demand fluctuations of local events coupled with seasonal trends contributes to attracting more bookings ((Dyshkantiuk et al., 2020). This approach plays a major role in ensuring competitive pricing along with maximising the occupancy rates. In addition to this, targeted promotions include weekend getaway packages or discounts for extended stays which majorly attracts a diverse customer segment with improved booking numbers. 
· Event hosting and partnerships with corporate clients: Leveraging the events facility of the hotel by actively marketing to the corporate clients for conferences, meetings and workshops can facilitate gaining more revenue. Establishing partnerships with local businesses helps the organizations lead recurring bookings along with a steady revenue stream (Shuen, 2018). Offering tailored event packages including catering coupled with the accommodations of the guests can also make the hotel a preferred venue for multiple and diverse corporate events. 
[bookmark: _mlpn9rdnz7q][bookmark: _Toc191113269]4.2 Cost Optimization Measures:
· Restructuring staffing models: Analysis of the current staffing levels and schedules helps to identify the inefficiencies of the hotel staff significantly.  Implementing flexible shift arrangements including the cross-training facilities of the employees can help to handle numerous roles (Kossek et al., 2023). Adjustment of the employees’ shifts based on the occupancy rates plays a major role. This approach is significant in reducing labour costs while maintaining the quality and efficiency of the service. The restructuring approach helps to improve productivity while reducing costs. 
· Adopting energy-efficient solutions: Adoption of energy-efficient solutions includes investing in energy-efficient appliances and lighting along with HVAC systems that can lower utility expenses. Implementation of practises such as regular maintenance and energy audits can identify the areas for cost savings (Kluczek and Olszewski, 2017). These initiatives together not only lower the operational costs but also improve the appeal of the organisation to environmentally conscious guests along with lowering lower operational expenses. Responsible business practices leveraged by the organizations aim to cater for eco-conscious customers who showcase their loyalty towards the organization through repeat bookings.
[bookmark: _iw87drle2owe][bookmark: _Toc191113270]4.3 Operational Improvements:
· Initiatives for Technology-driven efficiency measures: Implementing technology-driven initiatives including automated booking, and revenue management systems help to streamline organization operations. Lower manual engagement also lowers manual errors. Automated booking systems help to improve the revenue management of the hotel (Antonio et al., 2019). Utilization of the advanced algorithms can improve the accuracy of the financial forecasting along with performance analysis which allows for better inventory management and pricing strategies. Technology-driven efficiency unanimously measures the condition of the organisation and highlights the possibilities as a whole.
· Improving marketing efforts and customer engagement: Incorporation of a user-friendly website along with engagement in social media platforms actively helps to enhance the online presence (Oh et al., 2018). Encouraging guests with adequate satisfaction results in gaining positive reviews on platforms such as Google and TripAdvisor. The online reputation is significant in influencing booking decisions. Implementation of the customer loyalty programs with an incentivising process can encourage repeat visits of the guest while fostering brand loyalty. 
[bookmark: _rn49368uusv8][bookmark: _Toc191113271]4.4 Financial Restructuring Options:
· Restructuring of debts and negotiations with creditors: Engaging discussions with the tailored creditors helps to negotiate payment terms that potentially secure lower interest rates while extending the repayment schedules. Alleviating immediate financial pressures can offer the hotels the necessary liquidity while implementing other turnaround strategies comprehensively. 
· Seeking external investments or partnerships: Exploring external funding opportunities by attracting inventors can form strategic partnerships that help organizations belonging to the hospitality industry manage financial volatility (Fainshtein et al., 2023). Collaboration with well-renowned treacle agencies, event planners or hospitality groups can infuse the capital and bring additional business while aiding in the recovery of the hotel majorly. 
The financial statements from 2021 to 2023 revealed a concerning trend as the revenue decreased and the hotel reported an operating income that plummeted to a loss. Despite the revenue declines, employee costs remained relatively high. In this situation, dynamic pricing with hosting and strengthening marketing efforts can increase the estimated revenue while restructuring the staffing mols and adopting energy-efficient solutions can lower total operating expenses as well.
[bookmark: _rdavyqqlhq1y][bookmark: _Toc191113272]5. Recommendations and Implementation Plan 
· Short-term strategies (0-5 months): Comprehensive cost analysis by the City Hotel can help to identify and eliminate unnecessary expenses. Immediate cost reductions through supplier negotiation and inventory management can free up capital (Richards, 2017). Adjustments of pricing strategy considering events, room rates and seasonality maximise the revenue of the hotel.
· Medium-term strategies (5-12 months): Marketing expansion by The City Hotel can enhance the online presence and social media engagement in the current digital realm highlighting the unique selling points and local attractions that attract a diverse client base. Implementing the target marketing campaigns within a particular period can enhance the reach of the organization to new customer segments. Modern property management with operational restructuring including reservation, and cross-training with multiple roles can reduce labour costs and enhance service quality for the hotel. 
· Long-term strategies (1-4 years): Financial sustainability can be gained through The City Hotel with strategic partnerships external investments and regular monitoring which help in maintaining profitability along with expansion into the niche markets.
[bookmark: _nq9dqc1qrf08][bookmark: _Toc191113273]6. Conclusion 
Thus, it can be concluded that The City Hotel was a thriving restaurant and bar offering event facilities, however, it has faced major challenges and downturns in recent years. The financial data from 2021 to 2023 highlighted a major decline in occupancy rates, revenue generation and customer satisfaction while culminating in a substantial operation loss of 1.2 million euros in 2023. The decline is caused by some internal and external challenges while facilitating financial recovery becomes predominant for the organization with a structured plan that aims to cost control with multiple tailored strategies and explore diverse ways of generating revenues.  Prompt action on these recommendations can restore profitability while ensuring the long-term viability of the hotel. 
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