



[bookmark: _Toc160021445]Executive summary
Seacrest Lodge is a gem of hospitality situated on the scenic coast. Seacrest Lodge provided once a luxury getaway for tourists and the lodge was well known for its comfortable accommodations, world-class restaurant and bar and exceptional event facilities. This dream destination has attracted visitors who were in search of relaxation and the ones who were looking for pampering in nature. However, in recent years the lodge has experienced significant difficulties, with an alarming decline in revenue, occupancy rates and customer satisfaction. This downward trend has raised serious concerns about the long-term viability of the business.
Fierce competition from the coastline, combined with changing customer preferences and increasingly critical reviews, underscores the challenges that Seacrest Lodge faces. In the face of these difficulties, the owner turned a expertise to assess the situation and identify a recovery strategy to revitalize the lodge. 
The purpose of this report is to take a deep look at Seacrest Lodge’s current situation, identify the causes of the decline and propose a comprehensive strategy for recovering its commercial success and reputation as a premier holiday destination. By clearly understanding the context and challenges, a market analysis will be made along with the financial performance over the past three years to understand the key reasons for the decline providing financial ratios for quantitative analyses to help in the implementation of the strategy to pave the way for a sustainable and profitable recovery for Seacrest Lodge. 
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In the current context, Seacrest Lodge faces an intense competitive environment on the coast where it is located. New and modernized resorts have begun to attract tourists with updated facilities and innovative services, offering personalised experiences that meet the ever-changing needs and desires of customers. This increase in competition has put pressure on Seacrest Lodge, which, has begun to look outdated compared to newer alternatives on the market. 
[bookmark: _Toc160021447]2. Analysis of the Current Situation
Customer preferences in the hospitality industry have evolved significantly. Guests are now looking not only for accommodation, but also for unique, personalised experiences that exceed their expectations. The increased interest in sustainability, wellness and technology in rooms indicates a shift in customer priorities (Das, 2023). Seacrest Lodge, with its traditional services and facilities, is struggling to meet these new demands, which has affected its appeal among modern tourists. 
Seacrest Lodges faces competition, evolving customer preferences, and negative feedback, requiring strategic adaptation and understanding to regain market position and attract customers.
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Seacrest Lodge’s financial performance analysis reveals a worrying picture, with a noticeable downward trend in revenue, profits, and overall business efficiency. [image: A screenshot of a graph

Description automatically generated]Over the past three years, revenue has steadily declined, from £1,200,000 in 2021 to £950,000 in 2023, reflecting a diminishing attractiveness of the lodge to tourists. 
Operating expenses followed a reverse trend, rising from £900,000 in 2021 to £1,100,000 in 2023, due to inflationary pressures, rising utility costs, indicating inefficient cost management and poor adaptation to falling revenues. 
The result was a dramatic reversal in net profit, which went from a positive of £300,000 in 2021 to a negative of –£150,000 in 2023, signalling serious financial sustainability issues. Factors leading to this loss could include a combination of decreased revenue and growing expenses, resulting in a negative bottom line.
The balance sheet also highlights the issues facing Seacrest Lodge. Total assets fell from £2,150,000 in 2021 to £1,850,000 in 2023, reflecting an erosion of business value. Notably, cash and equivalents fell dramatically, from £100,000 to £20,000 over the same period, limiting the lodge’s ability to invest in improvements or respond to unforeseen needs. Liabilities remained relatively stable, maintaining a level of leverage that adds pressure on cash flows.
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Analysing the financial ratios (liquidity, leverage, efficiency, profitability, market value) numbers from balance sheet and income statement, can see how well the lodge its utilising its assets and resources (CFI, 2024).
Financial ratios are measures of an organization's operational efficiency in the utilization of its funds. Indicators of operational efficiency connect the income statement and balance sheet and establish a relationship between the enterprise's workload and the cash required to maintain it. Higher values for these ratios imply that the firm is operating more efficiently (Petroska-Angelovska and Ackovska ,2016).
By analysing the financial ratios results (see Appendix 1,2) the lodge can endeavour to revive its financial health and regain its status as a top holiday spot by examining these financial ratios and putting targeted turnaround tactics into place.
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Occupancy rate and average room rates are critical indicators of Seacrest Lodge’s attractiveness and competitiveness. The drop-in occupancy rate from 65% in 2021 to 50% in 2023, combined with the reduction in the average rate per room from £260 to £210 over the same period, suggests a drop in demand and market power. These indicators, correlated with overall financial performance, highlight the urgent need to review and adapt the pricing and employment strategy, in the context of market challenges and changing customer preferences.
 Revenue per available room (see Appendix 3) RevPAR is a key metric for assessing a hotel's revenue performance, operational efficiency, and pricing strategies. A consistent increase indicates healthy growth, while a decline suggests challenges like pricing pressure or inefficiencies (Martin, 2019, p.41); (Atril, 2021). 
Comprehending the relationship between price and demand to increase profit, the profit maximization model is not consistent with the increased seasonality in pricing found when compared to the occupancy factor (Alrawabdeh, 2022).
Therefore, it is important to know Seacrest Lodge’s elasticities of demand, seasonality, combining upgrading and upselling, which helps to restrict price reductions, financial analysis highlights major difficulties in managing revenue, controlling expenses, and maintaining business values. The lodge's financial issues, socio-economic challenges, declining occupancy rates, and competitive pressure necessitate strategic action to reverse negative trends and ensure its long-term sustainability.
A recent study investigates the mediating influence of consumer sentiment in the relationship between economic policy uncertainty and hotel demand to explain why occupancy declines when perceived economic uncertainty is high (Ozdemir et al., 2022).
[bookmark: _Toc160021449]4. Assessment of the Causes of Decline
· The COVID-19 pandemic may have negatively impacted the lodge, resulting in reduced travel demand, cancellations, and operational constraints. This would have had a direct impact on revenue and profitability, particularly in 2023, when the pandemic's consequences might still be felt,
· Increased competition from other holiday destinations or online booking platforms may have reduced the lodge's market share, resulting in decreased income and profitability over time,
· Operational Inefficiencies: Rising spending without equal revenue growth may indicate inefficiencies in operations, such as high overhead costs, inefficient marketing strategies, or insufficient cost controls,
(Im, Kim and Choeh, 2021).
Assessing the causes of Seacrest Lodge’s decline involves an in-depth analysis of external and internal factors that have contributed to its current situation. Market trends and changes in consumer preferences have put significant pressure on the lodge, and internal problems related to services, facilities and management have exacerbated difficulties. 
[bookmark: _Toc160021450]4.1. Impact of market trends
According to Barten (2024), in recent years, the hospitality industry has witnessed rapid change, with an increasing demand for personalised, sustainable, and technologically integrated experiences, trends like artificial intelligence, hospitality tech that can foster the grow of the business.
 Competition in the coastal market has intensified, with the emergence of new resorts offering modern facilities and innovative services, thus attracting a more diverse and demanding clientele. These trends have reduced the attractiveness of Seacrest Lodge, perceived as outdated and unable to meet modern customer expectations. 


[bookmark: _Toc160021451]4.2. Socio-cultural context and its impact
The current socio-economic context has added an additional layer of complexity. Economic uncertainty and demographic change are influencing consumer behaviour, with increased caution in spending and a search for added value in holiday choices (Saeed, 2023). Seacrest Lodge has felt the impact of these changes, with a drop in demand from traditionally loyal demographics who now looking for more economical alternatives or offering better value for money. 
Considering current trends and socio-economic realities, the lodge ought to customize its approaches to conform to changing customer tastes, give priority to health and safety protocols, adopt sustainable practices, utilize digital technologies, and adjust to shifting workforce composition to maintain resilience and competitiveness in the market. Seacrest Lodge's decline is attributed to market dynamics, customer preferences, and internal issues. An integrated approach is needed for recovery, addressing both internal and external challenges.
[bookmark: _Toc160021452]5. Recovery Strategies
To reverse the negative trend and ensure a prosperous future for Seacrest Lodge, it is essential to adopt a few comprehensive recovery strategies. 
They aim at operational optimization, rebranding, modernization of facilities and diversification of the offer to meet the needs and expectations of modern customers (Saleh, 2023).
[bookmark: _Toc160021453]5.1. Operative optimisation and cost reduction
The first step in recovery involves a rigorous assessment of current operations to identify opportunities to streamline and reduce expenses, this may include implementing energy management systems to reduce utility costs, renegotiating contracts with suppliers, and optimizing employee work schedules to better align with seasonal fluctuations in demand (Operto, 2023).
 Through these measures, Seacrest Lodge can significantly reduce costs without compromising the quality of customer service.
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A strong market presence and revitalised brand image are essential to attract new customers and reconnect with existing ones. Seacrest Lodge’s rebranding should reflect the unique characteristics and values that distinguish it, emphasizing authentic experiences and deep connection to nature. 
Digital marketing campaigns, including social media and email marketing, can help reach a wider audience by highlighting innovations and service improvements. An engaging content strategy that stages the stories of satisfied customers and the natural beauty of the location will stimulate interest and bookings (S.I.S. International, 2021).
[bookmark: _Toc160021455]5.3. Investments in modernization of facilities and services
Modernizing facilities are important to remain competitive in the hospitality industry. Investments should focus on renovating rooms to include modern technology such as high-speed internet access, smart air conditioning systems and in-room entertainment. Also, improving common spaces such as lounge and bar area to create more welcoming and comfortable environments can significantly improve guest experience. These improvements will reflect the commitment to innovation and quality (Gargione, 2023).
[bookmark: _Toc160021456]5.4. Diversify the offering and create new customer experiences.
To attract and maintain customer interest, the lodge must expand and diversify the range of services and experiences offered. 
Developing tailor-made packages, including local activities such as guided hikes, cooking classes with local products or tours of nearby natural and cultural attractions, can add significant value to customers’ stays (Gargione, 2023). 
These initiatives, along with regular themed events and partnerships with local leisure providers, will make Seacrest Lodge not just a place to stay overnight, but a complete holiday destination, enhance brand, customer experience, and financial performance by implementing strategic strategies, aiming to regain its position as a top tourist destination.
[bookmark: _Toc160021457]6. Implementation of the Strategy
To ensure the success of the recovery strategies proposed for Seacrest Lodge, it is important to have a well-defined action plan, a clear timeline for implementation, and it also essential to establish key performance indicators (KPIs) to monitor the progress. 
[bookmark: _Toc160021458]6.1. Detailed action plan
The action plan begins with prioritizing investments in modernizing facilities and services to ensure a fast impact on customer satisfaction. Like these investments, a staff training program will be initiated to improve the quality of the services offered. The rebranding process will also begin, including the development of the new brand image and corresponding marketing materials (Andersen, 2023).
[bookmark: _Toc160021459]6.2. Implementation schedule
The implementation schedule will be phased over 12 months, starting with upgrading the IT infrastructure and updating the rooms, followed by the renovation of the shared areas over the 3-6 months. The rebranding campaign and launch of innovative marketing materials are scheduled to begin in the 3rd month to coincide with the completion of the first phase of renovations. Initiatives to diversify the offering and launch new experiential packages will be rolled out in months 6-12 to allow time for planning and partnerships. 
[bookmark: _Toc160021460]6.3. Key performance indicators (KPIs)
To measure the effectiveness of the implemented strategies, the following KPIs will be monitored:
· Room occupancy rate: increase by 10% in the first year.
· Average customer satisfaction score: 20% improvement in score based on online reviews and exist surveys.
· Average revenue per available room (RevPAR): increase by 15% following the adjustment of rates and the improvement of the occupancy rate.
· Reduction of operational costs: reducing them by 5-10% by streamlining processes and reducing unnecessary expenses. 
(Mitra, 2020).
The monitorization of these KPIs will provide a clear picture of progress and will enable quick strategy adjustments if needed. Successful implementation of this plan will require commitment, flexibility, and effective communication within the Seacrest Lodge team.
[bookmark: _Toc160021461]7. Analysis of Risks and Contingencies
The implementation of recovery strategies for Seacrest Lodge inevitably involves certain risks. Their identification and planning are essential to ensure the long-term success of the proposed initiatives. 
A major risk is the possibility that investments in modernization and rebranding will not generate the anticipated increase in demand or customer satisfaction. This could lead to additional financial pressure without improving business performance. To manage this risk, it is important to conduct market tests and customer surveys before fully implementing changes, allowing adjustments based on actual feedback.
There is also a risk that operational, and personnel changes will meet resistance from the team, affecting morale and efficiency. To minimize this risk, it is crucial to involve employees in the change process through open communication and providing appropriate training to align them with new standards and goals. 
In addition, external factors such as economic or natural changes can negatively influence progress. As contingency measures, developing a financial reserve fund to be able to respond quickly to such contingencies and diversify its marketing strategies to attract different market segments, ensuring in this way greater resilience to external volatility (Mindtool, 2024).





[bookmark: _Toc160021462]8. Conclusion and Recommendations
Seacrest Lodge faces challenges such as declining revenue, rising operating expenses, and a declining occupancy rate due to internal management issues, market changes, and negative customer feedback, emphasizing the need for change and adaptation.
Based on this analysis, recommendations the following strategies for Seacrest Lodge’s recovery:
· Modernizing facilities and services to meet modern customer expectations.
· Implementing marketing and rebranding strategies to improve market presence and attract new customers.
· Operational optimization to reduce costs and improve efficiency.
· Diversify the offering to create unique experiences that distinguish the lodge in a competitive market. 
Seacrest Lodge should focus on building a sustainable, flexible business that can adapt to industry changes, investing in innovation and quality, and maintaining a culture that values customer feedback. By following these recommendations, the lodge can recover from current difficulties and strengthen its position as a top destination for unforgettable experiences.
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[bookmark: _Toc160021464]Appendix 1 Financial Ratios
1. Operating Margin:
· Formula: (Operating Income / Revenue) * 100
· Operating Income = Revenue - Operating Expenses
· Calculation:
· 2021: (1,200,000 - 900,000) / 1,200,000 * 100 ≈ 25%
· 2022: (1,100,000 - 950,000) / 1,100,000 * 100 ≈ 13.64%
· 2023: (950,000 - 1,100,000) / 950,000 * 100 ≈ -15.79%
· Interpretation: Measures the efficiency of operations in generating profit from revenue.
2. Net Profit Margin:
· Formula: (Net Income / Revenue) * 100
· Calculation:
· 2021: (300,000 / 1,200,000) * 100 = 25%
· 2022: (150,000 / 1,100,000) * 100 ≈ 13.64%
· 2023: (-150,000 / 950,000) * 100 ≈ -15.79%
· Interpretation: Indicates the percentage of revenue that translates into profit after all expenses are deducted.
3. Debt-to-Equity Ratio:
· Formula: Total Debt / Total Equity
· Calculation:
· 2021: 1,500,000 / 620,000 ≈ 2.42
· 2022: 1,500,000 / 580,000 ≈ 2.59
· 2023: 1,500,000 / 300,000 = 5
· Interpretation: Shows the proportion of debt relative to equity, indicating the company's leverage and financial risk.
4. Current Ratio:
· Formula: Current Assets / Current Liabilities
· Calculation:
· 2021: (100,000 + 50,000) / 30,000 ≈ 5
· 2022: (80,000 + 40,000) / 40,000 ≈ 3
· 2023: (20,000 + 30,000) / 50,000 ≈ 1
· Interpretation: Measures the company's ability to cover short-term liabilities with its short-term assets.
5. Return on Assets (ROA):
· Formula: Net Income / Total Assets
· Calculation:
· 2021: 300,000 / 2,150,000 ≈ 0.14 or 14%
· 2022: 150,000 / 2,120,000 ≈ 0.07 or 7%
· 2023: -150,000 / 1,850,000 ≈ -0.081 or -8.1%
· Interpretation: Measures how efficiently the company is utilizing its assets to generate profit.
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1. Operating Margin:
· Formula: (Operating Income / Revenue) * 100
· Calculation:
· 2021: (1,200,000 - 900,000) / 1,200,000 * 100 ≈ 25%
· 2022: (1,100,000 - 950,000) / 1,100,000 * 100 ≈ 13.64%
· 2023: (950,000 - 1,100,000) / 950,000 * 100 ≈ -15.79%
· Interpretation: Shows the percentage of revenue remaining after covering operating expenses.
2. Net Profit Margin:
· Formula: (Net Income / Revenue) * 100
· Calculation:
· 2021: (300,000 / 1,200,000) * 100 = 25%
· 2022: (150,000 / 1,100,000) * 100 ≈ 13.64%
· 2023: (-150,000 / 950,000) * 100 ≈ -15.79%
· Interpretation: Indicates the percentage of revenue that translates into profit.
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Revenue per Available Room, or RevPAR, is a crucial performance indicator used in the hospitality sector to assess the bottom line of lodges, hotels, and other lodging facilities. It is computed by dividing the total revenue from rooms by the total number of rooms that are available for a specific time frame (Martin, 2019, p. 41)
Using the following method, we can determine RevPAR for each year given the average room prices (ARR) and occupancy rates provided for each year:

RevPAR= ARR× Occupancy rate 
· 2021:
· ARR: £260
· Occupancy Rate: 65%
· RevPAR = £260 * 0.65 = £169
· 2022:
· ARR: £240
· Occupancy Rate: 60%
· RevPAR = £240 * 0.60 = £144
· 2023:
· ARR: £210
· Occupancy Rate: 50%
· RevPAR = £210 * 0.50 = £105
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Based on the data provided and the proposed recovery plan, I have developed the following cash flow analysis and financial projections for Seacrest Lodge:
	Year
	Income
	Operating Expenses
	Net Income
	Investments in Modernization
	Net Cash Flow

	2021
	£1,200,000
	£900,000
	£300,000
	£0
	£300,000

	2022
	£1,100,000
	£950,000
	£150,000
	£0
	£150,000

	2023
	£950,000
	£1,100,000
	-£150,000
	£0
	-£150,000

	2024
	£1,050,000
	£950,000
	£100,000
	£150,000
	-£50,000

	2025
	£1,150,000
	£900,000
	£250,000
	£100,000
	£150,000



The analysis above presents the current and projected financial situation of Seacrest Lodge, considering the implementation of the recovery plan. In 2024, revenue growth is expected due to marketing and rebranding strategies, although significant investments in modernization will lead to negative net cash flow that year. However, by 2025, these investments are expected to start paying off, increasing both revenue and net cash flow, indicating an improvement in the financial health of the business. 
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Additional Financial Information:

« Average Room Rate (ARR):
*  2021: £260
*  2022: £240
* 2023:£210

« Occupancy Rate:
. 2021:65%
* 2022:60%
*  2023:50%
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Income Statement (in GBP)

Item

Revenue

Operating Expenses
Net Income

2021
£1,200,000
£900,000
£300,000

2022
£1,100,000
£950,000
£150,000

2023
£950,000
£1,100,000
-£150,000
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Balance Sheet (in GBP)

Asset/Liability

Cash and Equivalents
Accounts Receivable
Property and Equipment
Total Assets

Accounts Payable
Long-term Debt

Total Liabilities

Equity

2021
£100,000
£50,000
£2,000,000
£2,150,000
£30,000
£1,500,000
£1,530,000
£620,000

2022
£80,000
£40,000
£2,000,000
£2,120,000
£40,000
£1,500,000
£1,540,000
£580,000

2023
£20,000
£30,000
£1,800,000
£1,850,000
£50,000
£1,500,000
£1,550,000
£300,000





