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Executive Summary
Urban Heights Hotel experienced a significant financial decline from 2021 to 2023 due to a combination of external and internal factors.
 External challenges include Brexit-related economic uncertainty, the lingering effects of the COVID-19 pandemic, the global energy crisis, and increased competition from larger hotel chains. Internally, declining guest satisfaction, fuelled by negative online reviews regarding service quality, outdated facilities, and perceived value, has contributed to the downturn. Labour shortages post-Brexit have likely exacerbated service quality issues, and ineffective marketing strategies and inefficient cost management practices have further amplified the hotel's challenges.
To address these issues, a comprehensive turnaround strategy is proposed. This strategy includes implementing dynamic pricing, targeted packages, and co-working spaces to attract a wider clientele. It also emphasises revamping digital marketing efforts, improving guest satisfaction through feedback analysis, staff training, and facility modernisation, and reducing costs through energy efficiency upgrades, contract renegotiations, and staff optimisation.
This multi-faceted approach aims to reverse the financial decline and position Urban Heights Hotel for long-term success. Regular monitoring of market conditions and flexible adaptation to emerging challenges will be essential. Given the hotel's current debt, additional borrowing should be avoided. While the proposed strategy offers a promising solution, the hotel industry's vulnerability to unforeseen external factors necessitates constant vigilance and adaptability. Should the proposed measures prove insufficient, alternative options such as asset sales or leasing should be explored.
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[bookmark: _Toc168409607]Introduction
[bookmark: _Toc168409608]This report thoroughly analyses the financial performance of Urban Heights Hotel from 2021 to 2023, which saw a notable decrease in operating income alongside a rise in expenses. In order to comprehend the reasons behind this pattern, the examination relies on information from industry reports and considers the wider economic and social environment of the United Kingdom. 
The main goal is to recognise and assess the internal and external factors that are causing the hotel's financial troubles. Through a thorough examination of these factors, the report seeks to offer practical suggestions to the hotel owner to potentially overturn this downward trend. The suggestions will concentrate on methods to boost income, cut expenses, and ultimately enhance the hotel's financial standing in the competitive hospitality sector.
Financial Performance Evaluation
[bookmark: _Toc168409609]Table A- Financial Analysis
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[bookmark: _Toc168409610]Revenue Analysis
[bookmark: _Toc168409611]The Urban Heights Hotel experienced financial difficulties in 2021–2023. Revenues decreased by 12% in 2022 compared to 2021 and by 18.18% in 2023 compared to 2022. Since this put at risk the hotel's financial stability, quick action is needed. The reasons for the decline in revenue can be complex and include deficiencies in the hotel's marketing strategy as well as changing market conditions and consumer preferences (Hollander, 2023).
Operating Expenses Analysis
[bookmark: _Toc168409612]Increased operating costs (11.11% in 2022, 15% in 2023) and declining revenues are a serious concern. Possible factors for increased spending include higher inflation, increased supplier costs and rising energy prices (Race, 2023). This trend indicates a cost control risk, meaning the hotel is not able to manage its expenses effectively.
Profitability Analysis
[bookmark: _Toc168409613]The net profit margin dropped significantly from 28% in 2021 to 9.09% in 2022 and a further -27.78% in 2023 with a £500,000 loss, suggesting that the hotel's capacity to turn a profit is not optimal. These figures underline concerns about the hotel's potential effects, requiring for quick cost-cutting steps and higher income production. 
Liquidity and Solvency Analysis
Variations in liquidity and solvency metrics made the hotel's financial status worse. The liquidity indicator fell to 0.6 in 2023 after 1.8 in 2021. This shows that just 60% of urgent commitments may be covered by present assets. This would therefore represent a liquidity risk and threaten the hotel's short-term financial stability.
The debt/equity ratio was 1.48 in 2021 and increased to 2.39 in 2023. Debt increases, which increases the risk of default. The hotel is increasingly dependent on loans to finance its operations, so the business is increasingly exposed to bad economic conditions.
[bookmark: _Toc168409614]Key Reasons Behind the Decline
[bookmark: _Toc168409615]External Factors
In the period between 2021-2023, the United Kingdom has undergone significant economic and social changes, which presented serious challenges to the hospitality industry, including the Urban Heights Hotel.
[bookmark: _Toc168409616]Uncertainty after Brexit
Brexit has created economic uncertainty for the UK (Graziano, Handley & Limao, 2023). Decreasing consumer confidence and interest in travel, along with shifts in trade agreements, expenses, and the devaluation of the British currency, will have an adverse impact on hotel reservations (Hope, 2019). The situation worsened as the value of the pound fell and imported goods became more expensive (Pettinger, 2022). 
[bookmark: _Toc168409617]Consequences of the COVID-19 pandemic
Travel restrictions and closures in 2021 and 2023 have already eased, although the tourism industry continues to suffer from their long-term effects (Seddon, 2023). Due to changed consumer behaviour and economic doubts, travellers are currently more cautious when organising their trips (Das, Sarkar & Debroy, 2022). This new approach poses serious challenges to the hotel industry as people choose accommodation more carefully and consider alternative options more often.
[bookmark: _Toc168409618]Rising operating costs
The increased energy prices because of the Russian-Ukrainian conflict caused a significant cost increase in the hotel sector (Hubacek et al., 2023). According to ECIU research, increased emissions from the North Sea have led to higher fuel costs, which has affected import prices (Smeeton, 2024). Urban Heights Hotel's operating costs also increased, particularly due to increases in heating, lighting and hot water costs, which resulted in reduced profitability.
[bookmark: _Toc168409619]Increasing competition
The rise of online booking platforms and rising consumer demands have led to a notable increase in competition in the hospitality industry in recent years (Buhalis et al., 2019). Urban Heights Hotel faces competition from major global hotel chains like Marriott, Hyatt, and Hilton, with substantial resources for service development and implementing new technologies. Because online platforms are transparent, there is more competition in pricing, as guests can compare prices and services easily. This makes it harder for hotels to stand out and provide distinctive value to guests. 
Urban Heights Hotel is in the hybrid zone of Bowman's Strategy Clock as it is likely to strike a balance between price and value while focusing on an urban setting and modern lifestyle, but not necessarily at the highest price point. Competitors Marriott and Hilton fall into the limited price premium zone as they target a wider audience with a wider range of services while remaining more affordable than the Hyatt Hotel. Hyatt focuses on the luxury segment, offers high-quality services and unique experiences at a higher price, and is in the price premium zone.
[bookmark: _Toc168409620]Table B- Bowman Strategy Clock Placement
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[bookmark: _Toc168409621]Internal Factors
[bookmark: _Toc168409622]Declining Guest Satisfaction
The declining financial state of Urban Heights Hotel could be linked to the drop in guest satisfaction. Guests often share their experiences on online platforms in the industry, making it easy for negative reviews to circulate. The shortage of skilled labour, partly due to stricter immigration rules after Brexit and repatriations due to COVID-19, also presented a major challenge in maintaining high-quality services (Cripps, 2023). Possible lack of employees could result in slow service, lack of attention, or delays in solving problems. Negative experiences from guests can harm the hotel's reputation over time, resulting in fewer bookings and a drop in revenue (Sayfuddin & Chen, 2021). 
[bookmark: _Toc168409623]Ineffective Marketing
The Urban Heights Hotel's decline may partly stem from ineffective digital marketing strategies. Cornell's Center for Hospitality Research underscores the substantial influence of social media and online reviews in the hotel industry, revealing that consumers increasingly rely on online feedback when making booking decisions (Chris, 2012). Remarkably, even a minor 1% enhancement in a hotel's online reputation can yield a substantial 1.42% increase in revenue per room (Chris, 2012). This underscores the critical need for a robust online presence and highlights the potential repercussions of negative reviews on the hotel's performance.
Failure to fully leverage the opportunities afforded by digital platforms places the hotel at a significant competitive disadvantage in today's digitally driven consumer landscape (Dwivedi et al., 2021). An outdated online presence compounds the issue, exacerbated by deficiencies in search engine optimisation (SEO), which hinder potential guests from easily discovering the Urban Heights Hotel through relevant search queries. Moreover, underutilisation of social media platforms deprives the hotel of effective tools for promotion, guest engagement, and brand loyalty cultivation (Tatar & Eren-Erdohmus, 2016). Lastly, deploying untargeted advertising and promotions risks squandering resources by failing to reach the desired audience effectively (Fourberg et al., 2021).
[bookmark: _Toc168409624]Inefficient cost management
The continued increase in the operating costs of the Urban Heights Hotel is a cause for serious concern and points to deficiencies in cost control. Several factors may contribute to this unfavourable trend. 
[bookmark: _Toc168409625]Inefficient procurement processes 
The hotel may not be optimising its procurement processes, resulting in higher costs. This may include improper price comparison, underutilisation of discounts, or improper negotiations with suppliers. One possibility is that the hotel does not have extended agreements with key suppliers, which prevents it from benefiting from discounts based on purchasing in high quantities. Furthermore, the hotel might not be actively looking for other suppliers that might have better prices. 
[bookmark: _Toc168409626]High energy consumption
Hotels are generally energy intensive, and rising energy prices may have made this cost factor particularly critical (Poutakidou & Menegaki, 2023). Urban Heights Hotel's outdated lighting, heating and cooling system, as well as possible water loss due to poor maintenance, may have been an important factor in the increase in hotel operating costs. The hotel's revenue may have suffered due to worsening conditions caused by insufficient energy efficiency and growing cost of energy. 
[bookmark: _Toc168409627]Conclusion
A comprehensive analysis of the report has revealed a significant decline in the financial performance of Urban Heights Hotel between 2021 and 2023. The ongoing drop in income, along with rising expenses and a significant loss in 2023, clearly point to the financial troubles of the hotel. This negative trend is linked to a mix of external and internal factors. 
The hotel's declining revenue and rising costs are possible consequences of external influences such as the uncertain economic environment post-Brexit, the aftermath of COVID-19 and higher energy prices caused by the global energy crisis. In addition, the hotel may experience increasing competition from larger hotel brands that effectively use modern technologies and online platforms.
Among the internal factors, declining guest satisfaction, potentially influenced by negative online reviews regarding service quality, outdated facilities, and perceived value for money, may be a significant contributor. The labour shortage following Brexit could further exacerbate issues with service quality (Kumodji, 2024). Furthermore, ineffective marketing strategies and inefficient cost management practices have compounded the hotel's challenges (Goncalves-Pereira, 2017).
In summary, the report finds that Urban Heights Hotel is facing several financial problems that need to be addressed immediately to save it from its current situation. In order to ensure the hotel's sustainability, it is crucial to implement a recovery plan that emphasises increasing revenue, improving guest satisfaction and reducing costs. It is important to note that even in challenging situations, hotel revitalisation can be ensured by implementing a thorough and flexible plan.
[bookmark: _Toc168409628]Turnaround Strategy
Urban Heights Hotel is in debt, so any further borrowing should be avoided as it would only further strain its finances. Based on current knowledge, the proposed turnaround strategy offers the most favourable solution to the hotel's challenges, but it is important to consider that the hotel industry depends on many external factors that are difficult to prepare for in advance. These could be unexpected economic shocks, regulatory changes, technological developments or rapid changes in consumer preferences. Therefore, hotel owner must constantly monitor the market environment and flexibly adapt to new challenges for long-term success.
[bookmark: _Toc168409629]Revenue Enhancement Strategies
[bookmark: _Toc168409630]Optimised pricing and packages
By implementing dynamic pricing, the hotel can adapt prices according to demand and occupancy, ultimately increasing revenue (Kritika, 2021). The hotel can attract certain groups of guests and boost reservation numbers and guest spending by offering tailored packages like romantic, family, and business options. 
[bookmark: _Toc168409631] Additional sources of income
In order to increase the hotel's revenues, it may be worthwhile to introduce additional services that adapt to the needs of the changing work environment, such as the creation of communal workspaces. In response to the growing demand for co-working spaces, many hotels have already successfully integrated these spaces into their offerings, achieving additional bookings and revenue growth (Barten, 2024). 
[bookmark: _Toc168409632]Targeted marketing campaigns
More effective use of digital marketing tools is key (Kaur, 2017). The hotel's visibility on online booking platforms needs to be enhanced, and targeted ads should be utilised to connect with the appropriate demographic. Engage regularly with possible visitors on social media channels like Facebook, Instagram, and TikTok through interesting content. 
[bookmark: _Toc168409633]Increasing guest satisfaction
[bookmark: _Toc168409634]Collect and analyse feedback
With the help of regular guest surveys and analysis of online reviews, problem areas can be accurately identified and points for improvement can be determined (Vo et al., 2021).
[bookmark: _Toc168409635]Staff development
Staff training and motivation is essential to improve service quality (Waqanimaravu & Arasanmi, 2020). Guest-oriented communication, problem-solving skills and the development of professional knowledge can all contribute to improving the guest experience. To deal with the labour shortage, the hotel can consider more flexible working hours, more competitive wages and the provision of career opportunities (Park et al., 2016).
[bookmark: _Toc168409636]Modernisation of facilities
Updating facilities by remodelling rooms, common spaces, and incorporating modern technologies like smart rooms and contactless payment can enhance the hotel's appeal to visitors (Karagiannis, 2024). 
[bookmark: _Toc168409637]Cost reduction
[bookmark: _Toc168409638]Enhancing energy efficiency
Upgrading heating, cooling, and lighting systems and maximising water usage can lead to considerable savings (Petousis, 2019).
[bookmark: _Toc168409639]Cost reduction through contract renegotiation
Improving procurement procedures, such as reviewing negotiations with suppliers and concluding longer-term contracts, can help reduce costs, especially in the current economic climate, when suppliers may be more open to renegotiations (Ballowe, 2009).
[bookmark: _Toc168409640]Maximising employee cost efficiency
The hotel can potentially lower labour expenses by adjusting staffing levels, reallocating responsibilities, and implementing technology like self-service check-ins (Giousmpasoglou & Hua, 2020).
If the previous steps do not achieve the intended outcome, the hotel owner might also contemplate alternative options, like selling or leasing out the property or certain assets.
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