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[bookmark: _Toc181178672]Executive Summary
Located in the Midlands, the Midland Haven Hotel has for years been a luxury hotel destination. It has in its possession a restaurant, bar, and event spaces. Though historically appealing, it has lately faced severe challenges such as declining revenue, lower occupancy rates, and customer dissatisfaction with outdated facilities and poor service. This further contributed to its downfall, adding to the impact of heightened competition and changing customer expectations. The report is structured to measure the hotel's past three years' financial performance with some core reasons for its current downfall and to suggest an appropriate strategic turnaround plan for restoring the financial health of the company.
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[bookmark: _Toc181178673]Introduction
The Midland Haven Hotel in the Midlands has been a popular holiday destination for people seeking luxury, relaxation, and quality. It has been a great hotel, with a welcoming atmosphere and well-appointed facilities that included a restaurant, bar, and event spaces. Once, it had a very strong reputation in the regional hospitality market. However, the hotel has faced serious issues in the last few years because the revenue, occupancy rate, and customer satisfaction have gradually decreased. According to the financial statement, the revenue has drastically declined from £1.2 million in 2021 to £950,000 in 2023, and the operating costs are increasing due to poor service quality and old facilities, as reflected by the negative feedback from customers.
These issues have left people questioning the future viability of the hotel. This report will therefore critically assess the financial performance of the Midland Haven Hotel, analyse the factors underlying its decline, and provide a viable turnaround strategy. The bottom line will be to get the hotel back to financial health while improving its appeal in the face of growing competition.
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Competitive Landscape:
The competitive landscape for the Midland Haven Hotel is one of newer and more modern resorts and hotels within the immediate area, which have set a new standard for guest expectations (Nolan, Garavan, and Lynch, 2020). The key competitors are the Riverside Retreat, which boasts state-of-the-art spa facilities and upscale dining options, and the Hillside Lodge, which offers eco-friendly accommodations and unique experiential packages, such as guided nature tours. Such hotels are appealing not only with modern styles but also accept guests providing personalized service as well as modern services like an added touch, attractive to any leisure and business traveler.
On the other hand, Midland Haven Hotel cannot compare with its rather outdated interior and scarcity of services (Cooper, 2017). The last few years have seen boutiques that focus on an interesting theme and experience emerge, which increases competition even more. The reaction of these competitors is so quick to changes in the market trend, such that they come up with experiences that most customers would want, moving them away from the original places (George and George, 2023).
Customer Preferences
The hospitality sector is a vivid reflection of recent trends. The sector has a huge shift in customer preferences with modern amenities and experiences. This sector has become a priority for travelers, especially millennials and Gen Z, seeking not only comfort but also experiences (Nguyen, 2020). They expect the hotels to have stylishly designed interiors, advanced technology, wellness facilities, and sustainability initiatives. There is also an issue of seamless digital experiences covering mobile check-ins, smart room controls, and other access to high-speed internet. Now customers expect not only a place to sleep but an experience that lifts the total journey (Murniati, 2020).
Customer feedback 
Customer feedback taken from the Midland Haven Hotel has brought out important findings about the challenges related to this hotel (Martinez et al., 2022). Reviews on various websites such as TripAdvisor and Google continue to voice concerns about quality service, besides how outdated some facilities within the hotel were (Nilashi et al., 2021). Some of the common guest reviews were that even though the staff were pleasant most were inadequately prepared leading to the service being poor and varied at times. Guest comments pointed out response rates are very slow, a standard for housekeeping, and engagement is quite poor with the guest (Stringam and Gerdes, 2021).
This makes the guests who come and visit the hotel dissatisfied with the offered facilities by the hotel because they don't have anything close to modern touches. Also, they feel there is a lack of comfort at this hotel (Domanski, 2020). From various reviews, it was indicated that there was a high tendency to consider replacing all the existing furniture since most were said to be too old to stay in this facility (Abu et al., 2019). The menu for the restaurant also seems very archaic and lacks appeal since nothing in it strikes anyone. Thus, it also makes most of the people leave for other hotels (Motoc, 2020).
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Income Statement Review:
The income statement of Midland Haven Hotel reflects a wrong turn in its performance over the last three years. Revenue kept going downhill: from £1,200,000 in 2021 to £1,100,000 in 2022 and dropped sharply to £950,000 in 2023. Such a significant fall in revenue, amounting to a cut of £250,000 or around 21%, requires an immediate evaluation of the factors associated with the decline in customer interest and occupancy at the hotel.
Operating costs do not depict any such downward trend. From £900,000 in 2021 to £1,100,000 in 2023, there has been an increase of £200,000 which works out to be about 22%. Any increase in cost while revenues are falling further increases the financial squeeze on a hotel. Such an upward cost curve depicts inefficiencies in the cost management area of running a hotel. Net profit has drastically fallen from the £300,000 recorded in 2021 to the current loss of £150,000 in 2023, which implies this firm has experienced a disastrous financial health deterioration. Therefore, it is evident that the current decline in profitability dictates that a turnaround plan needs to be adopted effectively so that the hotel stabilizes its finances and gets back on track.
Analysing the Balance Sheet:
Midland Haven Hotel's balance sheet has some disquieting changes in both the assets and liabilities sides. The total assets decreased from £2,150,000 in 2021 to £1,850,000 in 2023, representing an approximate decline of £300,000 or 14%. This is largely accounted for by a decline in cash and equivalents, having decreased from £100,000 to £20,000 over the same period. This indicates that the entity is experiencing dwindling liquidity and is unable to settle short-term obligations. Accounts receivable decreased from £50,000 to £30,000, indicating low sales and probably a longer period of collecting from customers, worsening cash flow problems.
Liabilities have increasingly risen in the period, from £1,530,000 for 2021 to £1,550,000 for 2023. It is primarily accounted for by the increase in accounts payable, from £30,000 to £50,000. In consonance with decreasing assets, the increasing liabilities do show a cause for concern; it might indicate the hotel was not dealing effectively with debt and this might eventually precipitate problems related to insolvency.
Equity also suffers, dropping from £620,000 in 2021 to £300,000 in 2023. It hints at the compounding impact of loss and reduced investor confidence about the future viability of the hotel. It will be very challenging for the Midland Haven Hotel to seek additional financing once the equity drops lower to improve its infrastructure or support its operational activities.
Key Ratios:
To further assess the financial health of the Midland Haven Hotel, several key financial ratios provide valuable insights:
1. Profit Margin Ratio:
Profit Margin=Revenue/Net Income​×100
· 2021: 300,000/1,200,000*100=25%
· 2022: 150,000/1,100,000*100=13.64%
· 2023: −150,000/950,000=−15.79%
This declining profit margin indicates that the capacity to make profits from revenues is declining. The loss margin in 2023 indicates that the hotel is neither profitable nor profitable.
2. Current Ratio:
Current Ratio: Current Liabilities/Current Assets​
· 2021: 100,000+50,000/30,000=5.00
· 2022: 80,000+40,000/40,000=3.00
· 2023: 20,000+30,000/50,000=1.00
The current ratio is a measure of the hotel's liquidity position. With a current ratio of 1.00 in 2023, the hotel can only barely pay off its short-term liabilities with its current assets, signifying an immediate need for improvements in liquidity.
3. Debt-to-Equity Ratio:
Debt to Equity: Equity/Total Liabilities​
· 2021: 1,530,000/620,000=2.46
· 2022: 1,540,000/580,000=2.66
· 2023: 1,550,000/300,000=5.17
This indicates rising financial risks since the hotel relies highly on debt to finance its operations instead of its equity base. This ratio of over 5.0, in 2023, places this hotel in a very risky position, where creditors see it as an investment with high risks.
The financial performance analysis of the Midland Haven Hotel reveals declines both in revenues and net income in tandem with the increases in operating expenses while having deterioration in the balance sheet through declining assets and increasing liabilities. Relevant ratios include worsening profitability, liquidity, and financial leverage. This depiction paints a serious picture of the current status of the finances of the hotel. Urgent and strategic actions are required to reverse these negative trends and ensure long-term viability.
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Service Quality and Facilities:
The service quality of the Midland Haven Hotel directly affects customer satisfaction and occupancy. Customer reviews have been highly negative complaining about unresponsive staff, slow restaurant service, and dirty/messy rooms (Phi et al., 2022). These bad experiences pull down the reputation of the hotel and scare away those who might visit. Consequently, the hotel enjoys fewer visitors and lower occupancy. The number of occupancies was reported to have declined from 65% in 2021 to 50% in 2023. Older furniture and decorations further add to the unpleasantness of the atmosphere, therefore devaluating the worth of a guest experience, resulting in a lesser probability of another visit. The more accustomed customers are to modern and luxurious experiences, the more failure of the hotel to achieve such expectations diminishes the appeal (Li et al., 2020).
Market Positioning:
[image: Image result for Market Positioning]
Figure 2: Market Positioning 
Source: (www.lightraysolutions.com, 2022)
The market positioning and branding of the Midland Haven Hotel will define how competitive it is. When new resorts boast modern designs, unique experiences, and excellent customer service, it seems that the Midland Haven Hotel fails to establish its niche in the sea of hospitality (Spanaki, 2020). It fails to communicate its unique value proposition well, leaving it ambiguous for potential guests as regards its identity and what the hotel offers. When the value of personalization and unique experiences has never been higher, the hotel's generic branding doesn't talk to target customers; its occupancy rates and profitability have suffered as a result (Almeida and Ivanov, 2024). A market analysis demonstrates that competitors are effectively putting to use their strengths which include modernity in aesthetics, innovative packaging, and service standards to take a greater market share (Malik, Muhammad, and Waheed, 2023)
Economic Factors:
External economic factors also impact the performance of the hotel. Economic slowdowns cause reduced disposable income for consumers, which then affects travel and leisure spending (Nguyen, Thanh, and Nguyen, 2022). Changes in tourist patterns-the last one being the increasing demand for staycations and resort destination preferences- have negatively affected the Midland Haven Hotel. The COVID-19 virus has continued to influence travel behaviours, further challenging this hotel since guests might give priority to health and safety measures that the hotel might not fully provide (Bonfanti, Vigolo, and Yfantidou, 2021). As other related factors include internal service problems and bad market positioning, there arises the urgent need to regain the hotel's working and marketable position through a full-scale turnaround strategy (Zakaria, 2020). 
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· Immediate Actions: Train staff on customer service excellence to enhance guest satisfaction and online reviews. Perform the necessary maintenance upgrades on the most outdated amenities and high-traffic areas to improve the guest experience in the short term (Guo, Xia, and Yu, 2024).
· Long-term Strategies: The hotel's facilities would be fully renovated to ensure that rooms, common areas, and technology are all in line with what the customer would expect should be undertaken to sustain growth. Customer service training should be improved by adding regular workshops and performance reviews to establish a high-standard service culture. Invest in a digital marketing strategy through social media, online booking platforms, and targeted advertising to grow the online presence of the hotel and reach new audiences (Kumar, 2021).
· Financial Projections: These should improve revenues and occupancy with the help of these strategies with gradual improvements after one year of implementation (Sebi et al., 2019). The occupation rate should increase from 50% to 65% in two years coupled with the Average Room Rate, while positive revenue growth is also expected. Carry out a break-even analysis as well to ensure that indeed these strategies are cost-efficient. At this point, Midland Haven Hotel would be well equipped to run as a hotel three years from now.









Conclusion

The Midland Haven Hotel also has more than one problem that goes against its financial health and market position as well as service quality. Financially speaking, revenues have declined whereby operating expenses are on the increase, hence recording a net loss for the past period. Its market position also goes weak, especially when more up-to-date facilities attract customers who now are very concerned about updated facilities and higher levels of services. While customer complaints appear responsive to service quality in addition to outdated facilities; it has affected the occupation level and the reputation of the hotel.
To secure its future, the hotel has to first address these problems through the renewal of facilities, the promotion of quality services, and a competitive marketing policy as steps toward retrieving consumer allegiance and profitability. Therefore, proactivity towards challenges puts Midland Haven Hotel to rediscover its prime spot at the top among choice destination in the hospitality service arena of the Midlands region.
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