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[bookmark: _Toc166965688]Executive Summary 
The present research has a prime aim to examine the case study of a business to understand key turnaround strategies that can be focused on business growth. Thus, the present report conducts a comprehensive analysis with a major objective of exploring key turnaround strategies for the future growth of an inspiring resort. The case study chosen for this is of The Seacrest Lodge. The research has been completed using secondary resources (including annual reports for financial analysis and articles, e-books, and websites). The findings of the research revealed that The Seacrest Lodge has recently gone through a financial crisis/risk, as evident from its declining profitability, occupancy rates, and several other ratios. In other words, the findings indicated that the concerned resort faces an unstable financial performance due to lower profits and many other weak financial indicators (mentioned earlier). The findings further illustrated higher market competition, varying preferences, and economic downturn as the key reasons for these challenges. Finally, the research recommends the resort a hybrid (based on differentiation and low-cost) turnaround strategy to restructure finances, differentiate services, and mitigate other apparent issues. 
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[bookmark: _Toc166965689]Introduction
Considering owner's concerns regarding The Seacrest Lodge, and using consultancy expertise, the present report has the purpose of conducting a comprehensive analysis and exploring key turnaround strategies to save the resort and its future viability. Since I have been appointed as an expert; therefore, I prepared the report in a specific manner where the document is structured into different parts according to the objectives. Primarily, it evaluates the past three years’ financial performance of The Seacrest Lodge by scrutinising its balance sheet as well as income statements. After identifying the financial indicators and evaluating financial performance, the second part of the report provides profound knowledge regarding the root causes behind a sharp decline in business profitability (by considering both real-world events as well as economic factors). The final part of the report formulates a robust turnaround strategy to help the business revitalize its financial health and reinstate its corporate reputation as a premier and most demanding vacation spot. 
[bookmark: _Toc166965690]Market Analysis
[image: Seacrest Lodge | Holiday Cottage , England]From the given case study and intensive research, it has been observed that The Seacrest Lodge has long been one of the very famous as well as a sought-after haven for all those vacationers who always seek tranquillity and luxury (Tripadvisor, 2023). The major reason behind this is that this hotel/resort is nestled along a scenic coastline, which gives both comfort and pleasure with a fantastic view. Unfortunately, the business witnessed an unexpected downturn in its financials (i.e. revenue, occupancy rates) and level of customer satisfaction in the past few years, which raised alarms about its sustainability. Still, the position of the lodge is critical and the causes are ambiguous because some believe the business is affected due to the fierce competition from newer and more contemporary resorts in the coastal region while others show shifting customer preferences as key issues (Walker, 2021). The business management authorities have faced negative customer reviews regarding the declining service quality and outdated amenities as well. However, the numeric and explanatory evidence regarding the downturn of the resort are still unclear that required further investigation due to the higher concern of the owner regarding such financial instability. Figure 1: The Seacrest Lodge (Tripadvisor, 2023)
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To meet the aim of the report, some specific objectives have been developed here, as mentioned below: 
· To examine financial performance of The Seacrest Lodge over the past three years
· To evaluate the major reasons caused decline in the profitability of the Lodge
· To analyse the situation of The Seacrest Lodge by focusing on the real-world events as well as current trends of the economy or tourism sector
· To formulate a turnaround strategy to revitalize the financial health as well as restore the reputation of The Seacrest Lodge as a leading vacation spot that will directly contribute to its future growth
[bookmark: _Toc166965692]Income Statement and Balance Sheet Assessment: Financial Analysis of The Seacrest Lodge
[bookmark: _Toc166965693]Financial Performance 
When it comes to evaluating the financial performance of a company/brand, it is always needed to calculate certain ratios that interpret the exact financial situation over time (Sueyoshi, 2005; Adam, 2014; Drury, 2013). In the case of The Seacrest Lodge’s financial performance, different financial measures have been taken below that reflect its financial health over the past three years (calculations presented in Appendix 1).
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Net Profit Margin
There has been a continuous decline in the net profit margin (from 25% to -15.7%) of the lodge over the past three years. Initially, its 25% was reflecting its robust net profit margin, which remained indicative of efficient profitability of the resort but the negative percentage reflected its deteriorated condition. The negative margin (-15.7%) in 2023 raises concerns regarding the lodge's sustainable operations as well as cost management. Analytically, it shows that the resort’ ability to convert revenues into profits has been reduced that requires the responsible to focus on current trends and demands to make rational decisions. 
Return on Capital Employed (ROCE)
The calculations of the ROCE also show a decreasing trend in the past three years (which reduced from 48.3% to -50%. It confirms the negative return generated by the business on its capital employed. However, the sharp negative ROCE in 2023 (-50%) is an alarming situation for the lodge since it might create a potential crisis in the process of utilising capital. This situation shows the business has lower cash in hand and this must be maintained through wise financial decisions.
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Current Ratio
Although the lodge has a current ratio above 1 (which is the threshold), but the trend is still declining from 1.4% to 1.19% from 2021 to 2023. This is an alarming situation for the resort’s efficiency in managing its working capital over the specified period because it might cause issues like delayed receivables, increased short-term liabilities, or suboptimal inventory management in future. Moreover, the in-depth assessment reflects that the business has an inability to meet its long-term obligations that must be considered and addressed through effective working capital management and enhanced collection period.
Acid Test Ratio
The decreasing acid test ratio for the lodge from 1.37% to 1.17% during 2021-2023 shows a reduction in its immediate liquidity and ability to cover short-term liabilities without using inventory. Analytical examination  (Lalithchandra, 2021) shows that this reduction is primarily driven by the lower liquidity of the current assets, which causes delays in collecting accounts receivable, and reduces cash reserves and quick assets available for immediate obligations. In other words, the ratio analysis indicates that the resort is vulnerable to meet its liquidity in a short span. This suggests the lodge to improve its accounts receivable management and enhance cash flow management. Further investigation is needed to understand key factors affecting liquidity to improve the company's ability to cover short-term liabilities. Most importantly, the responsible authorities must examine the situation in detail for the identification of contributing factors including the composition of current assets as well as liabilities alongside the implementation of significant actions such as efficient management of receivables.
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Asset Turnover Ratio
The lodge has a declining asset turnover ratio in the past three years, which was 0.55% in 2021 and reached 0.51% in 2023. It shows a reduced efficiency of the hotel in utilizing its assets to generate revenues. The key reasons behind this particular decrease in the defined ratio is due to the decreasing sales revenues and increasing average total assets simultaneously caused lower productivity of the resort to generate sales and revenues. This company needs examination of knowing investment of the business in other assets like property, plant, and equipment and their management. (Shaw, 2011)
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Debt to Equity Ratio (D/E Ratio): 
For the lodge, the D/E ratio rose over the defined time from 2.41% to 5%, because it used high loans, and it indicates a higher risk to lenders as well as investors because the business' financing is more reliant on borrowing. It requires managing the business borrowings as early as possible  (Menard, 2000).
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Gearing Ratio
The gearing ratio of the business has increased over the past three years, which was 70.7% in 2021 and reached 83.3% in 2023. It shows the proportion of debt for the business in the capital structure is continuously increasing, which might amplify risks as well as financial challenges in future (Peterson & Fabozzi, 1999).
[bookmark: _Toc166965699]Key Reasons for the Decline in The Seacrest Lodge's Profitability 
From the market analysis of the given case study of the resort, it has been observed that there is the existence of a price war. At the same time, factors including uncertain events like COVID-19 are also unavoidable as major causes of financial decline in business growth. Although several reasons caused a sharp decline in the profitability of the concerned business (as shown above); however, the intense market research and observations depict some key influencing factors. The individual research on The Seacrest Lodge as well as its financial health provides some key reasons behind this situation, as detailed below:  
1) Extreme Market Competition Causing Price Wars and Other Issues: The market and competitive position analyses indicate that in the past three years, there has been a high competition of such businesses in the coastal market. This is because a large number of new brands entered into the market. At the same time, already established resorts emerged as lodges that are more modern by incorporating new and advanced features, which attracted the customers more. Resultantly, the price war is increasing in the market and competitors are competing on perfect market competition that is affecting the business financially. It is evident from the states where a drop in occupancy rates during 2021-2023 was seen from 65% to 50% due to the mismatch between the pricing and perceived value. Resultantly, the resort experienced a sharp decline in its Average Room Rates (ARR) during 2021-2023 from £260 to £210 in the result of intensified price wars because the lodge’ rooms rated high (Kim et al., 2021). 
2) Shifting Customer Preferences, Service Quality, and Outdated Facilities: The in-depth market assessment shows a continuous change in the level of customer preferences in the past few years. For instance, today, tourists, visitors, and customers want to spend their vacations at a place where they get huge offers in terms of discounts, quality in terms of comfort and leisure, taste in terms of food, etc (Ye et al., 2023). Most importantly, the COVID-19 pandemic has been a real-world economic issue for businesses (fundamentally operating under the tourism and hospitality industry) (Walker, 2021). It changed travel patterns where most of the individuals travel less frequently and stay less in hotels  (Kim et al., 2021). It also reduced the demand for renting the rooms of the Seacrest Lodge and in turn, led to lower occupancy rates as well as its revenues. Although in the post-COVID era, many hotels recovered the emergence and spread of new pandemic variants (i.e. Delta variant) continued travel restrictions by the UK and other governments for public safety and health. This fluctuated/shifted the travel demands backward and deterred the hotel bookings during 2021-2023 globally at the same price (Zachreson et al., 2022). This situation of the resort applies the concept of Demand Law where a shift in the demand curve is observed once people lower quantity demand at the same prices (the relevant graph is referred below). After the COVID-19 pandemic, people's preferences also shifted rapidly and people started demanding more isolated, safe, and secure hotels (Dušek & Sagapova, 2021). These evolving preferences of people emphasize businesses operating in the hotel industry to adapt new services/facilities (WIFI, etc), and novel marketing strategies to fulfill the demands of the targeted audience while businesses like The Seacrest Lodge did not bring any big change in their offers, which caused a decline in its profits. It is evident from the customer reviews that people complained about the poor services and outdated facilities (parking, cleaning, etc), that were provided to them (referred to Appendix 2). Resultantly, the lodge not only lost its unique selling points (USP) but also failed to retain customer satisfaction and loyalty.
[image: ]
Figure 2: Backward Shift in Demands for the Hotel's Rooms
3) Economic Downturn and External Events/Factors: In the current time, it is observed that the global economy and external events also significantly affect the hospitality sector. For example, natural disasters, economic recessions, health crises, etc are the major factors that affect the hospitality industry because it reduced the income and buying/travelling power of customers (Walker, 2021). Similarly, the revenue of The Seacrest Lodge in 2023 has also experienced a decline due to the economic headwinds that stoked a fear of recession in 2023 in terms of budget constraints, fluctuations, and lower income of travellers. Meanwhile, the prices of substitutes (other resorts’ rooms and services) reduced by the time as well. These factors reduced the tourism and adversely affected the financial performance of the hotel (as Figure 1 shows).
[bookmark: _Toc166965700]A Comprehensive Turnaround Strategy for The Seacrest Lodge: Differentiation and Low-Cost (Hybrid Strategy)
In case of financial instability of large organisations because of the continuously increasing market competition, pricing problems, varying customer preferences, etc businesses require ration decisions to adopt an effective turnaround strategy (Bibeault, 1998). A turnaround strategy for any organisation refers to the inclusive plan often implemented when the firm faces financial distress and/or underperformance (Rasheed, 2005). This plan helps in revitalising the organisational operations and restoring its profitability as soon as possible. In other words, a turnaround strategy is a rapid transformation of the enterprise by shaking up operations and leading it to reverse financial fortunes. Therefore, several firms often adopt this strategy (Baliouskas et al., 2023). One of the biggest real-life examples is of Harley-Davidson (an American motorcycle manufacturer company), which used turnaround recovery strategies to cut its production costs and protect the brand image (CFI, 2015). These strategies directly assisted the manufacturer in balancing supply and demand. Similar lower-cost and focussed-cost strategies are also followed by several retailers (including Tesco, and Walmart), food chains (McDonald's, KFC, Burger King), and hostels (referred to Appendix 3).  (Ciobanu, 2019)
Considering the benefits of a turnaround strategy and available options in three generic strategies box, this report also recommends it to the concerned hotel. A comprehensive turnaround strategy suggested to The Seacrest Lodge is a hybrid approach comprises of Differentiation (that allows doing something unique) and Low-cost/price strategies (that incorporates factors that can be helpful in reducing cost and eventually the prices of rooms or other services in the resort), (Solnet, 2010) which must be based on the following approaches:
[bookmark: _Toc166965701]Market Positioning/Brand Repositioning/Differentiation Strategies
Analysis and Strategy: Considering the extreme competition in the tourism and hospitality sector  (Walker, 2021), The Seacrest Lodge must reassess its market positioning, which will help the business understand and cater for the evolving preferences of the targeted population as well. In this regard, firstly, the lodge must follow a differentiation strategy to differentiate its amenities through updating amenities, enhancing unique features, and designing and delivering services in a way that meets customer expectations and satisfies them. Under this strategy, the business can further consider a rebranding approach that will highlight its distinctive offerings as well as create a niche within the market. In addition, the issue of inward demand shift can be resolved and the demand can be maintained by lowering the price accordingly. (King, 2017)
[bookmark: _Toc166965702]Low-cost/price strategies
Analysis and Strategy: The financial assessment reflects an increasing cost of the resort’s rooms (ARR) and other services over the past three years, which means financial leverage with potentially increasing risk. Similarly, economic uncertainty remained an influencing factor to its higher cost. At this stage, the business ought to explore low-cost strategies such as a Dynamic Pricing Scheme that can be effective for The Seacrest Lodge to make it an affordable resort to all. However, this dynamic and low-cost pricing scheme must be determined and set by making an in-depth analysis of seasonal and existing trends, demand fluctuations, pricing strategies of competitors, and so on. (Mathias, 2016)
[bookmark: _Toc166965703]Conclusion
In conclusion, the given case study shows that The Seacrest Lodge is facing financial instability in its business trajectory, which is primarily observed from its declining profitability, occupancy rates, and many other ratios. It is found in the report that these challenges majorly stem from higher competition in the market, shifting customer preferences, and economic downturns. The key areas identified in the report that must be improved are differentiated services for brand repositioning and financially low-cost approaches. These approaches are generally interconnected and can be used under a hybrid turnaround strategy suggested to the resort to address the short-term financial as well as long-term sustainability challenges.

[bookmark: _Toc166965704]References 
Solnet, D.J., Paulsen, N. and Cooper, C., 2010. Decline and turnaround: a literature review and proposed research agenda for the hotel sector. Current Issues in Tourism, 13(2), pp.139-159.

Mattila, A.S. and Gao, Y., 2016. An examination of popular pricing and price framing techniques in the hospitality industry and directions for future research. International Journal of Revenue Management, 9(2-3), pp.175-185.

Adam, M.H.M., 2014. Evaluating the financial performance of banks using financial ratios A case study of Erbil bank for investment and finance. European Journal of Accounting Auditing and Finance Research , 2(6), pp.162-77.
Baliouskas, P., Llopis, J., Gasco, J. & Gonzalez, R., 2023. Implementing turnaround strategies as an entrepreneurial process. International Entrepreneurship and Management Journal , 19(4), pp.2037-63.
CFI, 2015. Turnaround Recovery Strategies. [Online] Available at: https://corporatefinanceinstitute.com/resources/management/turnaround-recovery-strategies/ [Accessed 14th February 2024].
Drury, C.M., 2013. Management and cost accounting. Springer.
Dušek, R. & Sagapova, N., 2021. Effect of the COVID-19 global pandemic on tourists’ preferences and marketing mix of accommodation facilities–case study from Czech Republic. EDP Sciences.
Kim, J. et al., 2021. The impact of the COVID-19 threat on the preference for high versus low quality/price options. Journal of Hospitality Marketing & Management , 30(6), pp.699-716.
Lalithchandra, B.N., 2021. Liquidity ratio: an important financial metrics. Turkish Journal of Computer and Mathematics Education (TURCOMAT) , 12(2), pp.1113-14.
Menard, C., 2000. Institutions, contracts and organizations. London: E. Elger Pub.
Peterson, P.P. & Fabozzi, F.J., 1999. Analysis of Financial Statements. Pennysylvia: Frank J. Fabozzi Associates.
Rasheed, H.S., 2005. Turnaround strategies for declining small business: The effects of performance and resources. Journal of Developmental Entrepreneurship , 10(3), pp.239-52.
Sueyoshi, T., 2005. Financial ratio analysis of the electric power industry. Asia-Pacific Journal of Operational Research , 22(3), pp.349-76.
Tripadvisor, 2023. Sea Crest Resort. [Online] Available at: https://www.tripadvisor.com/ShowUserReviews-g54359-d247994-r466180870-Sea_Crest_Oceanfront_Resort-Myrtle_Beach_South_Carolina.html [Accessed 14th February 2024].
Walker, J.R., 2021. Introduction to hospitality. Pearson.
Ye, S. et al., 2023. Modeling tourists’ preference between hotels and peer-to-peer (P2P) sharing accommodation: a pre-and post-COVID-19 comparison. International Journal of Contemporary Hospitality Management, 35(4), pp.1423-47.
Zachreson, C. et al., 2022. COVID-19 in low-tolerance border quarantine systems: Impact of the Delta variant of SARS-CoV-2. Science Advances , 8(14), p.3624.
Shaw, J.D., 2011. Turnover rates and organizational performance: Review, critique, and research agenda. Organizational Psychology Review, 1(3), pp.187-213.
King, C., 2017. Brand management–standing out from the crowd: A review and research agenda for hospitality management. International Journal of Contemporary Hospitality Management, 29(1), pp.115-140.
Martín-Rios, C. and Ciobanu, T., 2019. Hospitality innovation strategies: An analysis of success factors and challenges. Tourism Management, 70, pp.218-229.
[bookmark: _Toc166965705]Appendices 
[bookmark: _Toc166965706]Appendix 1
Table 1: Calculations for The Seacrest Lodge’s Financial Performance
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Source: Case Study – The Seacrest Lodge
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Figure 3: Customers’ Reviews (Tripadvisor, 2023)
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Figure 4: Customers’ Reviews (Tripadvisor, 2023)
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Figure 5: Strategies Based on Competition and Cost
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Utter Disappointment
Review of Sea Crest Oceanfront Resort

@OOOQ Reviewed Mar 11,2017 ] via mbile

Arrived to check into what | was led to believe online was an "ocean view” room. We were booked in one
of the rooms on the 2nd floor which may as well be the basement of this hotel. The room smells so
strong of paint there is no way we can sleep in it aside from the fact that the bed inspection revealed
what appeared to be dirty sheets...we are demanding another room..let's see if they will have the
courtesy to move us. I'm truly disappointed as | booked here based on recent reviews.

Date of stay: March 2017

Trip type: Traveled as a couple

.

This review s the subjective opinion of a Tripadvisor member and not of Tripadisor LLC. Tripadvisor performs checks on
reviews as part of our industry leading trust & safety standards. Read our transparency report to learn more.

See all 4,219 reviews
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@OOOO Reviewed March7,2017 [via mosile

Avoid. Outdated, dirty, and smelly.

Family of 4 stayed here for a weekend. The rooms are outdated and smell musty with faint
odor of old cigarette smoke. The electric outlets are so old, plugs easily fall out and they
are poorly placed. Too much big, oversized furniture for the space. Roaches in bathroom
and tub drained poorly. The rooms need a deep cleaning at the very least, but a gut job
‘and an overhaul would be better. There is an indoor pool, but you have to walk outside to
get to and from so not that great when it is cold outside. The rooms all open to exterior
which was very loud as guests don't see @ need to be as quiet as they would in an interior
area. View of ocean was nice.

Date of stay: March 2017
Trip type: Traveled with family
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