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The City Hotel which features bars, restaurants and event facilities is established in an urban environment. However, despite its diverse facilities and suitable location, the company has been facing challenges, leading to a decline in revenue over the past three years. The report will address the governing challenges that have questioned the viability of the business. This report will offer a detailed analysis of the underlying trends and issues affecting the company and based on the research, the report will provide turnaround solutions to the City Hotel for long-term sustainability.
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From the three-year performance of the City Hotel, in the year 2021, the company generated £5,248,290, and in the year 2022, it is noted that the company’s revenue increased by 1.13%, which is £5,307,480. However, in the year 2023, the company experienced a drop in revenue by 56.19% and generated around £2,325,440. The revenue of the company peaked in the year 2022, however, a huge decline was noted later year, which could be due to issues such as reduced demand or operational issues. As reported, inflation hard hit the UK in October 2022 by 11.1%, which was estimated to be the highest in 40 years. This event impacted the hotel industry as there was an increase in beverage costs, wages, and utilities affecting the operation and profitability of the hotels (Rice, 2024). This, as a result, reduced demand among customers and has led many hotels to shut down their operations.
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Considering expense analysis, the City Hotel's cost of goods sold decreased by £176,250 in 2023 from £411,600 in 2021. The employee expenses also noted a decline from £1,233,160 to £1,724,760. Similarly, there has also been a decrease in its external expenses, On the other hand, the City Hotel noted an increase in amortisation and depreciation by £661,590 in the year 2023. It can be stated that the company has been able to decrease its costs in employee expenses and cost of goods sold, over the years, which resonates with positive efforts in its operations. However, the increase in amortisation has reduced in aspect of asset value. These issues may resonate towards the acquisition of costly equipment or asset upgrades, leading the company to depreciate rapidly. When the firm experiences an increase in depreciation, the net profit of the firm tends to decrease, and the tax amount may decrease (Corporate Finance Institute, 2023). Furthermore, the provisions charge increment suggests unexpected or unplanned expenses. Such fluctuations could affect the anvil stability if the budget planning of the City Hotel is not professionally managed.
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Drawing upon profitability, in the year 2021 the company gained £664,160, and in the year 2022, it gained £674,730, which noted an increase in profit. However, in the year 2023, there was a sharp decline in profit by £1,218,850. The company had positive income in 2021-2022, however, experienced significant loss, which could be due to failure to manage its fixed costs regarding depreciation.
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The liquidity ratios of the organisation offer insights into the company’s ability to fulfil short-term financial obligations (Antczak et al. 2021). The City Hotel experienced a decline in cash flow from £740,590 to around £295,510 in the year 2023. Thus, this reduction can potentially impact the ability of the hotel to manage immediate expenses, especially during uncertainty. For instance, it is reported that UK hotels will take four years to recover from a financial hit during COVID-19 to return to pre-COVID levels (The Guardian, 2020). Drawing upon the current liabilities, the company remains consistent. The key liabilities include tax liabilities, payable, current liabilities and so forth, which are required to be managed comprehensively. On the other hand, the current ratio has declined to 0.64 in the year 2023 from 0.97 in the year 2021 highlighting that the liquidity of the company is drained. The current ratio of the company is below 1. If the company holds the current ratio to be under 1, means the company will not be able to cover the debts by the end of the year and may not generate revenue over the year and it can force the company to shut down (Mareta et al. 2022). Thus, City Hotel may not be able to cater to immediate business obligations. Furthermore, the company has also been experiencing a drop in its cash equivalents and cash flows, creating concerns for the company. It highlights that despite exercising cost-cutting initiatives, the company has not yet been able to generate profitable revenue, which has affected its liquidity. According to Alhassan and Islam (2021), liquidity management is vital for the company, especially during the high costs of loans and financial crises, as it can negatively lead to the reluctance of investors and the creditworthiness of the firm. 
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There was an increase in total assets from 2021 to 2023, noted in its right-of-use assets and intangible assets but the asset value of the hotel stayed static in 2023 which resonated with restricted asset growth. Also, the liabilities increased in 2023 which reflects upon the company’s dependency on borrowings or debt to continue operations. Then the ‘debt-to-equity’ ratio can be found by dividing total liabilities by total equity. The result is 4.74 in 2021, 5.16 in 2022 and in 2023 it is 10.1, which means the ratio has doubled from 2021 to 2023. According to Ahmed et al. (2024), when a company’s a high debt-to-equity ratio, then the cost of borrowing will also increase, and the company will be funded by debt instead of equity of the shareholders. Thus, this raises concern over the company’s ability to maintain financial stability or positive solvency. According to Arhinful and Radmehr (2023), a high debt to equity is only beneficial when the firm can pay its debt on time and boost equity returns, if not, then the company will struggle to pay its borrowings and debts affecting performance.
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The decline in profitability of the City Hotel can be attributed to various factors which can be influenced by external economic environment or internal environment challenges. For instance, the hotel industry was significantly affected by the advent of COVID-19, which led to the geographical lockdown, and government restrictions on socialising and travelling, resulting in a significant fall in hotel occupancy rates, reduced demand for hotels and travelling, reduced customers in bars and restaurants (Yacoub and ElHajjar, 2021). The pandemic has been in effect since 2019 and has had a severe repercussion in the precedent years such as in years 2021 and 2022, impacting City Hotel's revenue. Furthermore, the UK hotel and hospitality sector has noted slow recovery, followed by issues such as supply chain disruptions, staff shortages exacerbated by Brexit, and straining operation costs (Dabo, 2023). For instance, Hilton Hotels in the UK also faced similar challenges causing low recovery from COVID-19 (Business Wire, 2022). Another key reason could be the rising inflationary pressure on the organisation which is noted to be high in 2022 to 2023. The increase in price could significantly impact the operations of City Hotel such as increased cost of utilities, goods and supplies affecting the company's profit margin. Companies like Park Plaza Hotel and Premier Inn were affected by inflation, which caused significant challenges in recruiting talent while putting pressure on the hotel operators to hire talent immediately to cater to customer service (Banham, 2022). As many customers started to travel when the travel restrictions were lifted, this led to a significant rise in the travel and hotel industry. This created an opportunity for many hoteliers to attract and offer unique accommodations and services to customers. This led to an increased demand for services within the industry causing high competition (Fan et al. 2023). This can potentially be linked to City Hotel, particularly if the company fosters effective marketing strategies or differentiates itself from the customers, which might have made the hotel less appealing to the customers. Furthermore, it can also be added to the fact that due to the external expenses or employees' expenses cut off, the company might not be able to manage its costs or resources, which could have affected the operations leading to reduced revenue. This could also lead to failure in providing effective customer service. According to Azemi et al. (2020), reduced customer service satisfaction can lead to poor word of mouth, such as online reviews as a result affects the brand image, loyalty or declined bookings.
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To revitalise the company, the City Hotel could focus on brand image restoration as well as financial optimisation such as,
Cost optimisation on its staffing and supplier relationship. For staffing, the hotel could focus on aligning the staffing level with the customer demand. For instance, the flexible working arrangements model can help the company to hire based on contract or part-time and leverage them during high-demand seasons. The City Hotel is also suggested to take cost-effective supply chain initiatives such as local sourcing, this will not only help in avoiding supply chain disruption but also, contribute to effective energy savings, reduce transportation costs, and build strong relationships with the suppliers. As stated by Aziza et al. (2023), there are various advantages of local sourcing for businesses such as it allows the company to save taxes on importation, and fast delivery, as well as helps in boosting sustainability initiatives. This also helps the organisations to contribute to the local economy fostering a strong sense of community. The City Hotel can also approach diversifying its services such as it could cater collaboration with the local event organisers and planners such as hosting meetings, conferences, incentives, or exhibitions while offering cost-effective packages to attract customers.
Another strategy to revitalise is through creating brand awareness among the customer base with the help of digital marketing. Hoteliers and marketers have widely adopted digital marketing business strategy to attract customers and build stronger relationships with those customers. It also allows the brands to cater to targeted marketing and reach potential customers (Olson et al. 2021). For example, one of the digital tools such as social media can help City Hotel to promote the services, amenities, and key offerings to attract worldwide audiences. 
Another strategy includes optimising debt restructuring which can help the company to renegotiate with its shareholders or lenders. As stated by Tsioli (2021), debt restructuring allows brands to renegotiate with creditors, such as extending the payment term, reducing interest rates, or balancing loans. It can help the firm to manage the debts in a suitable manner under mutual agreement, saving the company from ceasing.
Furthermore, the City Hotel could align its business strategies with the emerging industry trends and stay relevant to the shifting consumer preferences. For instance, in the current dynamics, consumers prefer organisations that leverage sustainability, corporate responsibilities, and superior customer services that are customised according to their needs (Nicola et al. 2020). It is found that UK customers are highly been preferring customised services. Furthermore, there have been growing preferences for sustainability, as well as customers are willing to pay more for a personalised and sustainable customer experience (Statista, 2024). This trend can help City Hotel to differentiate itself from the competitors in the industry. Thus, the strategies such as efficient cost structure, customer satisfaction, digitalisation, incorporation of sustainable practices as well as restructuring debt can help the company to revitalise its performance and attain profitability.
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It can be inferred briefly that, City Hotel has reported to face significant financial challenges, potentially due to internal inefficiencies and external pressures, impacting overall performance. On this note, the turnaround strategy for the company includes cost structure optimisation, leveraging flexible work arrangements for meeting customer demand, digital marketing which includes social media marketing and influencer partnerships to reach wider customers, incorporating sustainable practices and personalisation, restructuring debt, and catering suburban areas to increase customer base.
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