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Executive Summary
The subject of this case – the Urban Heights Hotel – is a hotel situated in an urban environment, and it has been revealed that the company has faced some problems in the last three years: it has had low revenues, low occupancy rates, and low customer satisfaction. This paper aims to analyse the key financial ratios that have indicated the trends prevailing in the company’s financial performance, the leading causes for the decreasing trend in profitability, and the road map to revive the organisation’s profitability. Total revenue declined from £2,500,000 in 2021 to £1,800,000 in 2023; operating expenses increased from £1,800,000 to £2,300,000, thus leading to a decrease in profits to a loss-making position from £700,000 to a loss of £500,000. Some causes of these issues include the volatilities in the global economy, environmental indicators, emergence of new technologies, a new generation of travellers, poor management, indifferent attitude by service providers, poor skills in marketing, and increasing operating costs. The elements of the strategic turnaround plan are the strategy to diversify revenue streams, the strategy of charging dynamic prices, cost leadership, the strategy to extend visibility in cyberspace, and the strategy of improving customer relations. In addition to restructuring financials and compliance issues, employee training is also vital. In this case, the planning strategy tries to improve the hotel’s financial status compared with competitors and achieve sustainable development.










Table of Contents
Introduction	1
Evaluation of Trends and Patterns in Financial Performance	2
SWOT Analysis of Urban Heights Hotel	6
Industry and Socio-Economic Context	7
Critical Reasons Behind the Decline in Profitability	8
Ratio Analysis	9
Comprehensive Turnaround Strategy for Urban Heights Hotel	9
Recommendations	10
Conclusion	11
References	12
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Urban Heights Hotel, which was built to fit the urban settings, the restaurant and bar, and the events facilities at one time are doing pretty well; the hotel has suffered a decline year by year. Despite its strategic location being more beneficial for the hotel and the comprehensive services available for the customers, the hotel has yet to see improving revenues, occupancy rates, and customer satisfaction (Aharon et al., 2021). The fiscal year 2023 has been marked by the bankruptcy of the hotel business, with a plunge from a hefty profit of £700,000 in 2021 to a concerning loss of £500,000 in 2023. This decline shows up in its balance sheet as total assets are decreasing and liabilities have somewhat gone up to £2,200,000 from £1,380,000. However, the hotel owner is looking for a complete investigation that will clearly outline whether or not the turnaround strategy can resolve the hotel's financial problems and reputation issues or at least lead to a different financial outcome. Therefore, the purpose of this assessment includes analysing the trends and patterns observed within Urban Heights Hotel and all other necessary qualitative analyses to find out why profitability has been low and to provide a clear and realistic plan on how Urban Heights Hotel can regain its financial status and generate the desired profit again. This case study aims to analyse economic trends, locate critical issues, and offer action items that will be used for the Urban Heights Hotel.
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Revenue
The revenue of Urban Heights Hotel has been declining for the past three years, dropping from £2,500,000 in 2021 to £1,800,000 in 2023. This decrease of 28% shows that there are fewer customers out there, and the time the facilities are getting designated by them has gone down. Industries have revealed that UK hospitality was one of the most affected sectors; travel and tourism declined impressively due to increased running and ingredient costs (Lucas, 2019). As per the report by PwC, the UK hotel sector had a tremendous slump during lockdowns and travel restrictions, and consequently, (Revenue per Available Room) considerably dropped.

Figure 1: Revenue of Urban Heights Hotel
Source: Case Study of Urban Heights Hotel




Operating Expenses
Further, operating expenses have risen from £1,800,000 in 2021 to £2,300,000 in 2023, an increase of 27.8%. With decreasing revenue, this cost augmentation risks limiting the possibility of earning a profit. High expenses can be caused by increased inflation costs, labour costs due to a labour shortage, and high maintenance costs. The Association of British Hospitality states that the operational cost in the UK hospitality industry infers to increasing costs, such as supply chain disruptions and rising energy prices (Mackenzie et al., 2021).

Figure 2: Operating Expense of Urban Heights Hotel
Source: Case Study of Urban Heights Hotel
Profitability
The hotel’s net sum dropped from £700,000 in 2021 to a net loss of £500,000 in 2023. This change of position from profitability to failure is one of the critical factors for the hotel facing financial issues. The profitability of the tourism industry is under pressure due to the collapse of consumer spending and ousting competition from budget and mid-scaled hotels (Nishanthy et al., 2018).

Figure 3: Net Income of Urban Heights Hotel
Source: Case Study of Urban Heights Hotel
Liquidity
Liquidity has dipped below water significantly, with the cash and equivalents being £300k in 2021 and £100k in 2023, respectively. Receivables had fallen as the product could yield soft receivables, which could be revenue collector issues or reduced sales. Reduced liquidity issues negatively affect farmers' ability to cover short-term obligations, making them prone to operational disruptions (Chan et al., 2020). The data collected in the UK’s hospitality industry report informs that insufficient cash availability has been a critical issue for many hotels across the country, which have availed of available government support schemes that have now run out.

Figure 4: Liquidity Analysis of Urban Heights Hotel
Source: Case Study of Urban Heights Hotel
Solvency
The outstanding long-term debt has remained the same: £3m, but equity has fallen from £2. 2m to £1. 38m, presenting a trickier liabilities profile as asset value depreciates. This recent in equity demonstrates that credit emphasises bank failures and systemic risk. What amounted to £5,000,000 in 2021, the lower value of property and equipment for 2023 is only £4,500,000; thus, the deteriorating asset base can be confirmed (Sikveland et al., 2022). The Institute of Hospitality highlighted that liquidity problems are widespread in the industry because many hotels fail to repay long-term obligations in the present moment of falling settlements.

Figure 5: Solvency Analysis of Urban Heights Hotel
Source: Case Study of Urban Heights Hotel
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Figure 6: SWOT Analysis Model for Urban Heights Hotel
Source: (Author,2024)
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Economic Uncertainty and Consumer Behavior 
The UK's economic environment has become harsher because of Brexit issues and changing economic policies. Consumers need more confidence and are likely to shop less than they used to. Inflation is pushing up prices, thereby increasing operational costs. On the one hand, consumers are now more sensitive to price changes and have become more value-conscious, so they look for more value for their money (Sharma & Nicolau, 2020). Online platforms have deepened the competition among hotel brands, especially those offering a premium budget range and alternative accommodations like Airbnb.
Technological Developments and Customer Expectations
Rapid technological progress and a tornado in customer expectations forever change hospitality. Today's guests look for hotels that serve them well using digital channels, and those give them personal attention every step of the way, from booking to check-in. Moreover, these technological revolutions can help achieve a competitive edge and beat other technologically advanced competitors who might be ahead of the game (Lee et al., 2023). In the Deloitte Travel and Hospitality Industry Outlook, digital transformation is given a central place when attracting and retaining customers, and it has to be taken rightly to overcome the challenges in the post-pandemic world.
Sustainability and Eco-Conscious Practice
Customers recognise that they should exercise a responsible attitude, and now they tend to make reservations with a hotel that prioritises environmentally sustainable practices. Sometimes, consumers only pay attention to the environment when they check into a hotel that practices sustainability (Han et al., 2019). The demand for such hotels is, therefore, rising. Due to this, hotels increasingly have to use energy-efficient systems, reduce waste, and use sustainable materials, which thus helps them attract green-minded guests.
Workforce Challenges and Talent Retention
The hospitality industry faces labour-intensive challenges, such as many people quitting their jobs for other reasons and a shortage of workers. Preserving and constantly strengthening human capital is more challenging, even though it affects service quality and processes (Kim et al., 2021). The industry has to create a better working environment, provide decent wages, and invest in employee training to develop and motivate a reliable workforce.
[bookmark: _Toc167068071][bookmark: _Toc168274217]Critical Reasons Behind the Decline in Profitability
Urban Heights Hotel's revenue earnings have consistently declined in recent years due to wars, inflation, poor location, and a significant event like the World Cup, influencing room rates and profitability (Lenzen et al., 2018). The Ukraine war has caused some imbalances in the supply chains, which have led to food and energy inflation, and hotel pricing is therefore subjected to these changes.
Climate change affects hotel revenue. An excessive amount of unusual weather, such as fewer guest members and reduced prices, will decrease Urban Heights Hotel's sales and contribution. Sustainable heat, irregular cold fronts, and a deficit of water consumed in torrid places due to drought adversely influence the population's needs (Tranter et al., 2014). Energy costs will also increase since more heating and cooling are used in hotel rooms to heat and cool them or maintain their temperature, respectively.
With the rise of Zoom and other videoconferencing technologies, one of the most profitable segments of the hotel industry (meetings and events) has dwindled. In the blink of an eye, the recovery of the pandemic brought forth post-pandemic staffing shortages and rising labour costs, contributing to revenue reduction. In response, hotels have offered increased wages to staff vacancies and lured those who left their jobs to vacancies. However, a report showed that 45% of the UK hospitality sector has struggled to maintain their operating capacity and business hours owing to reduced staff.
Poor pricing strategies devastate a business's revenue; inferior pricing does the same (Atrill & McLaney, 2021). However, untrue demand prediction will likely generate huge losses, so hotel revenue management software is invaluable for hotel managers.
Suffering from the rising costs of goods in the supplier market, hotel companies now struggle with higher operational costs (from higher commodity prices, energy costs, labour costs, and rental fees involved in making food and beverages).
Urban Heights Hotels may experience higher costs and lower revenue due to various factors, including inconsistent customer service, difficulties managing online reputation, fluctuating occupancy rates, excessive inventory, wasteful practices, digitalisation, shifting consumer preferences, and political unrest or security concerns (Jagels, 2007).
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Profit Margin: The net profit margin ratio, calculated as Net Income / Revenue, has fallen sharply from the impressive 28% in 2021 (£700,000/£2,500,000) to a loss of 27.8% in 2023 (-£500,000/£1,800,000). This implies more severe consequences than reduced profitability and actual losses in finance.
Operating Margin: The concept to be considered is (Operating margin = Operating Income/Revenue), which is also an alarming indicator. The operating cost rises to £500,000, poses a control problem, and a decline in the efficiency of the operations in 2023.
Current Ratio: The Current Ratio, which is (Current Assets/Current Liabilities), has shown a fall-off from 1. 12 in 2021 at £450,000/£400,000 then 0.6 in 2023 (£180,000/£300,000). It signifies declining liquidity and the fact that companies can pay their short-term debts urgently.
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· The only way to mitigate revenue loss is to go eco-friendly. Here are a few ideas: make the Urban Heights building more weather-resistant, introduce living roofs and green walls as low-cost cooling systems, and install new energy-saving technology. Their brand reputation improves by wanting energy efficiency and eco-friendliness, and more people are drawn to the place. 
· Smart tech may significantly increase hotel conferencing earnings. For example, transform the hotel’s website to ensure that it is 100% user-oriented, mobile-friendly, and has an efficient book section. Implement a search engine optimisation (SEO) approach to increase online visibility.
· Review the staffing plan to match wage expenditures with the occupancy levels that will be maintained (Guilding, 2014). Establish cross-training programs to increase the workforce's adaptability and keep staffing levels down when there are not always more Broadway shows to see during the slack periods. Harness part-time and seasonal workforces to manage labour costs during peak seasons efficiently.
· Yield management is a central activity that entails selling hotel products at the right price to the right person at the right time. The software allows them to anticipate demand, and thanks to the automated process, they can increase their profit no matter how the market is.
· Spending on energy-saving devices like LED lights, smart thermostats, and water conservation devices is also a good option. Periodically perform energy audits to detect devices that might avoid additional costs. Develop a waste reduction program that connects it with recycling, ultimately aiming to reduce the waste we dispose of.
· Optimize the existing purchasing procedures by offering improved deals to suppliers and pooling the orders for more competitive discounts. Use the warehousing method that involves holding a few stock holdings at a time with less storage cost and unnecessary spoilage.
[bookmark: _Toc168274220]Recommendations
· By developing new facilities and expanding event services to appeal to a broader customer base. Start introducing aggressive advertising campaigns for the restaurant and bar to boost traffic.
· By applying global or Specific Revenue Management Software to manage their hotel pricing, they can adapt their rates to occupancy and seasonality demands to maximise their occupancy rate and RevPAR.
· Renovate the website to provide convenient booking methods and incorporate social media platforms to reach the clientele.
· Conducting staffing reviews and cross-training is another way to regulate excess labour costs.
· Employ negotiation skills to engage creditors in rediscussing debts and considering other sources of financing to enhance working capital.
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The financial decline of Urban Heights Hotel during the last three years was mainly triggered by reduced revenue, increased operating expenses, well protocols for economic uncertainties, and new consumer behaviours, which hampered the company's prosperity. Identification of sequential problems with liquidity and solvency was the major problem, showing that the business needed a broad and robust transformation plan. Critical tactics include producing income through event services, developing wellness bundles, implementing dynamic pricing, streamlining workforce and resource allocation, establishing a solid online presence, and grassroots marketing initiatives to keep clients loyal. Indicative financial restructuring via debt reorganisation and studying new financial funding possibilities is, undoubtedly, one of the core steps to conciliate the temporary difficulties. The funds invested in employee education and development programs guarantee qualitative services and performance in all aspects of the organisation. By developing this holistic model, they hope to stabilise the hotel’s financial condition, improve its competitive position in the current markets, and forecast a long-term future of sustainable profitability while addressing both urgent financial problems and long-term strategic goals.
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Operating Expense Analysis of Urban Heights Hotel (In%)	
2021	2022	2023	1.8	2	2.2999999999999998	

Net Income of Urban Heights Hotel (In %)

Net Income of Urban Height Hotel (In Million)	
2021	2022	2021(Net Losss)	7	2	-5	

Liquidity Analysis of Urban Heights Hotel (In Million)

Liquidity  	
2021	2022	2023	3	2	1	Column1	
2021	2022	2023	Column2	
2021	2022	2023	


Solvency Analysis of Urban Heights Hotel  (In Million)

Total Asset	
2021	2022	2023	5.45	5.0999999999999996	4.68	Total Liabilities	
2021	2022	2023	3.25	3.27	3.3	Owners Equity	
2021	2022	2023	2.2000000000000002	1.83	1.38	


Net Income of Urban Heights Hotel (In %)

Revenue of Urban Height Hotel (In Million)	
2021	2022	2023	25	22	18	
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