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Executive Summary

The objective of this report, centered on the Seacrest Lodge case study, is to assess and determine, using financial data, the feasibility of salvaging the business by implementing a turnaround strategy. The examination will consider the recent decline in revenue over the past three years, a reduction in occupancy rates despite stagnant or decreasing nightly prices, and a consistent decrease in customer satisfaction based on reviews.
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1.1 Purpose of the report:
The purpose of this report is to analyze the Income Statement from 2021 to 2023 and Balance Sheet for the same three years for The Seacrest Lodge located in UK, Wales on a beautiful coastline with sea view and different amenities like restaurant, bar and event facilities. Unfortunately, over time, both accommodation and auxiliary services, recreation and various activities offered on site have degraded, and customers have begun to have complaints about this aspect but also about the quality of services offered by employees, as a result, occupancy declined. The goal is to identify the main reasons that led to the decline and to find, if possible, a strategy by which the business can be saved.

1.2 Introduction about Seacrest Lodge:
The Seacrest Lodge with restaurant, bar and event facilities it is located on a picturesque coastline of Wales in Tenby since 1985. The resort covers a very large area and offers to their guests a connection with nature through various activities such as walks, cycle paths, nature trails, fishing ponds and others. Unfortunately, the location is difficult to access and the only method of transport is by car, the road being a narrow one but with great views.
The Seacrest Lodge was a tourist attraction a few years ago, but as other luxurious and attractive locations opened in the area, after the Covid pandemic period, The Seacrest has not been able to retain all its customers from yesteryear.

2.1 	Seacrest Lodge's financial performance analysis over the past three years:
Budgeting involves creating a detailed plan outlining how financial and other resources will be acquired and utilized over a specific period. It's a formal quantitative representation of future plans, and the process of creating this plan is referred to as budgeting. (Seal, 2019)
Financial performance for a hotel refers to the evaluation of the hotel's economic health and efficiency in managing its financial resources. It involves analyzing various financial indicators and metrics to assess the hotel's profitability, revenue generation, cost management, and overall financial well-being. (Hogan, 2018)
Sources to generate revenue comes from room sales, food and beverage services, event bookings, and other auxiliar services.
An income statement for a lodge provides a financial summary of the revenues, expenses, and profitability of the establishment over a specific period, typically monthly, quarterly, or annually. It presents a snapshot of the financial performance of the business and is essential for assessing its profitability and making informed decisions. (DeFranco and Lattin, 2017)

Income Statement (in GBP)

Fig. 1 Self made

From the following values from the income statement, it is found that Sea performance was not great at all, in 2022 it decreased by 9% compared to 2021, and the revenue in 2023 drop by another 14% compared to 2022.
It is also noted that the value of Operating Expenses increased in 2022 by 5.5% compared to 2021 and in 2023 increased by 16% compared to the value of 2022.
In 2021 and 2022 the resort was still generating profit, but by the end of 2023 the net income was negative with £150,000. Taking into account the financial report, measures must be taken to recover the resort, otherwise its profitability will be constantly decreasing.
Balance sheet it presents a summary of a company's assets, liabilities, and shareholders' equity, following the fundamental accounting equation: Assets = Liabilities + Shareholders' Equity and provides valuable information about a company's financial health, liquidity, and solvency. (Gibson, 2018)

Balance Sheet (in GBP)
	Asset/Liability
	2021
	2022
	2023

	Cash and Equivalents
	£100,000
	£80,000
	£20,000

	Accounts Receivable
	£50,000
	£40,000
	£30,000

	Property and Equipment
	£2,000,000
	£2,000,000
	£1,800,000

	Total Assets
	£2,150,000
	£2,120,000
	£1,850,000

	Accounts Payable
	£30,000
	£40,000
	£50,000

	Long-term Debt
	£1,500,000
	£1,500,000
	£1,500,000

	Total Liabilities
	£1,530,000
	£1,540,000
	£1,550,000

	Equity
	£620,000
	£580,000
	£300,000



Looking at the below table data, it's evident that the cash and equivalents plummeted to £20,000 in 2023 from £100,000 in 2021. That’s a huge decrease and further analize should be done in order to understand from where the decline is coming from. Additionally, accounts receivable steadily declined by £10,000 each year from 2021 to 2023. Although the property and equipment value remained constant between 2021 and 2023, there was a £200,000 decrease in 2023 compared to previous years, resulting in a total value of £1,800,000. Long-term debt remained consistent at £1,500,000 throughout the period, while accounts payable increased annually by £10,000.





The average room rate was £260 in 2021, decrease to £240 in 2022 with 8% and even lower to £210 in 2023, respectively with 14%. Even if the price went down, the bookings didn’t grow, the occupancy rate going lower from values around 65% in 2021, 60% in 2022 and last year 50%. That means that the occupancy rate decreases with 8% in 2022 and with 20% in 2023.
Taking into account all external factors such as new resorts opened in the area and the post-Covid period, the occupancy rate does not show a considerable decrease and through modernization new customers can be attracted and they can become loyal.
Several luxury resorts have been inaugurated in the area in recent years that have attracted customers. The price of a room is competitive, but competition offers the facility that The Seacrest Lodge doesn’t have. So, in order to keep the current price from 2023 in 2024 and in subsequent years to be able to return to the price of 2 years ago, the owner must make some decisions about what investments and strategies he is willing to follow to save the business.

2.2 Key reasons behind the decline in profitability:
The following are economic factors and global events that led to decreased profitability in hospitality, and in particular for The Seacrest Lodge, are presented.
· An important factor in the decline of the resort is represented by the fact that no investments have been made in the last years, the resort is not adapted to technology and the rooms, restaurant, event hall and facilities are not modernized.
· COVID-19, the pandemic severely impacted travel and tourism worldwide, leading to decreased demand for hospitality services due to lockdowns, travel restrictions, and safety concerns.(Gössling et al, 2021)
· Consumer Spending Reduction – The economic uncertainty during the pandemic prompted consumers to cut discretionary spending, including on travel and leisure activities, affecting hotel bookings, restaurant visits, making big events and enjoy relaxation activities. (Hall et al., 2020)
· Rising Inflation on costs such as food, energy, and labor further squeezed profit margins for hospitality establishments.
· Environmental Concerns such as heavy rains followed by floods, storms and avalanches of very strong winds kept people away from resorts located on coast near the ocean. (Hall et al., 2020).
· Another factor is the opening in the area of new luxury resorts, modern and multiple facilities, which attracted customers or even old clients of The Seacrest Lodge chose the new options.
· Difficulty in hiring and retaining staff due to resort location, not very accessible, long working hours and old technology and equipment.

2.3 Proposed turnaround strategy:
According to (Hofer,1980) no matter of economic conditions, every company can face internal challenges like stagnation or declining performance. It is important that management accurately identify the appropriate turnaround strategy when necessary and effectively implement it.
Turnaround, an enduring concept in organizational decline, refers to the resurgence of a company's performance following a significant decline. (Balgobin and Pandit, 2001)
The initial phase in formulating a turnaround strategy involves recognizing the root causes behind the business's challenges, which may stem from factors like decrease in sales, ineffective management, an unsustainable business model, or external pressures such as heightened competition. Utilizing a SWOT analysis (Strengths, Weaknesses, Opportunities, and Threats) can aid in highlighting the internal strengths and weaknesses of the enterprise, as well as external opportunities and threats within the market landscape. Subsequently, crafting a comprehensive plan becomes essential. This plan, informed by the identified issues and the outcomes of the SWOT analysis, should include specific actions and establish clear timelines for their execution. (Morrison, 2018).
Planning entails setting objectives and creating multiple budgets to reach these objectives. Control encompasses management actions aimed at increasing the probability of achieving planned objectives and ensuring that all organizational units operate in alignment with organizational policies. (Seal, 2019)
Executing the plan is crucial for the success of a turnaround strategy. Consistently monitoring progress and making necessary adjustments are essential to staying aligned with objectives and ensuring the plan achieves its intended outcomes. (Enz, 2010)
As part of the strategy, brand repositioning involves adjusting the brand to resonate with evolving consumer preferences or reaching out to a new target market. 
  Over time, customer preferences have changed and they are no longer attracted to things that don't align with 2024. The investments to be made have as main purpose the decrease of operating expenses and the modernization of the resort in accordance with the new preferences of customers.

· Operational Efficiency - Streamline operations to reduce costs without sacrificing quality. This could involve optimizing staff scheduling, renegotiating supplier contracts for better rates, or implementing energy-saving measures.
Customer reviews have shown declining service quality and outdated amenities. In order to improve services, new courses and trainings will be implemented for employees, offering them bonuses depending on performance and their involvement. (Ukhospitality.org.uk, 2024) It will also reduce operating expenses by reducing employees number and improving the skills or remaining employees. Their attributions will be diminished by using new technology and new systems to facilitate their work from the booking system, to cleaning, laundry, kitchen, breakfast, merchandise supply for the restaurant area and recreation areas.(Bhattacharya et al., 2005)
Another proposal is to install solar panels for the production of electricity and heating, thus reducing the monthly costs of bills. Implementing cost-saving measures such as energy-efficient lighting and water conservation systems to reduce operating expenses.    (Gov.wales,2024)
· Revenue Diversification - Explore additional revenue streams beyond accommodation, such as offering guided tours, organizing events, or partnering with local businesses for package deals.
It will also modernize the event hall and collaborate with an event company to attract new customers to organize weddings, baptisms, birthday parties, ball parties and other corporate events. By organizing such events, guests can also benefit from accommodation, and the resort can reach high occupancy even in extra season period (Ratti, 2015).
Introducing themed packages or special promotions to attract niche markets, such as wellness retreats or adventure tourism: take advantage of the exquisite scenery and organize trips to the area to discover the beauty of nature, take advantage of the fresh air and see rural areas and animals in their natural environment.
· Customer Experience Enhancement - Invest in improving guest experiences to encourage repeat visits and positive reviews. This could include enhancing amenities, offering personalized services, or implementing loyalty programs.
Renovating outdated rooms and facilities to improve guest satisfaction and attract new customers (Liu & Mattila, 2020). The main problem with renovation investments is the financial side. In order to obtain the necessary funds for the renovation, a bank loan will be requested. After the completion of the works, the accommodation price will increase gradually with 10% each year and investments will be made in promotion to reattract customers. Also, the event hall will be modernized in order to generate revenues independent of the accommodation.
A customer loyalty program will also be implemented. At each booking guests will receive a number of gold stars depending on the booked services and the number of nights booked. At each return, customers will benefit from a discount of 3, 5, 7 and respectively 10%, depending on the number of gold stars held.

	3.Conclusions:
		In conclusion, turnaround strategies in the hospitality industry begin with a meticulous planning process. By implementing a well-defined plan and continuously monitoring progress, hospitality businesses can navigate challenges and position themselves for long-term success. For The Seacrest Lodge, various strategies and methods can be applied to be saved as presented above, depending on the allocated budget. The decision belongs to the owner and must take into account the exposed risk factors, the unpredictable factor and the fact that no strategy has a guarantee of success.
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INCOME STATEMENT (IN £)

Revenue	2021	2022	2023	1200000	1100000	950000	Operating Expenses	2021	2022	2023	900000	950000	1100000	Net Income	2021	2022	2023	300000	150000	-150000	




Seacrest values regarding Average Room rate&Occupancy Rate in 2021,2022,2023

Average room rate(£)	
2021	2022	2023	260	240	210	Occupancy rate (%)	
2021	2022	2023	65	60	50	
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