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Executive summary
The Seacrest Lodge, a well-known hotel in the UK, has experienced a significant decline in profitability, leading to concerns about its viability. This report analyzes the hotel's financial performance over the last three years, identifies factors contributing to its loss, and proposes a turnaround strategy.
Financial Performance Analysis:
The income statement analysis reveals that the net income of the Seacrest Lodge was 300,000 GBP in 2021, decreasing to 150,000 GBP in 2022 and 2023. The balance sheet analysis shows a decline in cash and other assets, from 100,000 GBP in 2021 to 20,000 GBP in 2023. The average room rate (ARR) decreased from 260 GBP in 2021 to 210 GBP in 2023, and the occupancy rate (OR) fell from 65% in 2021 to 50% in 2023.
Reasons for Profitability Decline:
1. Declining service quality: Poor customer service has negatively impacted customer experience and loyalty, leading to negative reviews and reduced customer attraction.
2. High competition: The Seacrest Lodge's attempt to offer the best comfort and luxury at reasonable prices has increased operational costs, reducing profitability.
3. Lesser use of technology: The hotel's reliance on traditional operations has limited its ability to attract tech-savvy customers and optimize operational efficiency.
4. Inflation: The UK's high inflation rate has increased costs, challenging the hotel's revenue generation.
Turnaround Strategy:
1. Strong leadership: Implement effective leadership strategies to make informed decisions, shape the mission and vision, and foster a healthy corporate culture.
2. Clear communication: Improve communication within the organization to build trust among customers, shareholders, and employees, and enhance productivity.
3. Financial discipline: Implement rigorous financial control, supervise cash flow, pay debts on time, and focus on cost reduction approaches.
4. Employee engagement: Motivate employees, recognize their contributions, provide on-the-job training, and promote a culture of adaptation and agility.
An effective turnaround process for the Seacrest Lodge requires a focus on leadership, financial discipline, clear communication, employee engagement, and sustainable practices. Implementing an omnichannel marketing strategy and adopting eco-friendly approaches will also contribute to the hotel's long-term success.
Recommendations for Long-term Sustenance:
1. Omnichannel marketing: Implement this strategy to prioritize customer needs, offer additional offers, and provide multiple communication channels.
2. Sustainable approaches: Adopt eco-friendly practices to improve brand image, attract new customers, and promote sustainability.
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[bookmark: _Toc160132844]Introduction
The decline in profitability pushes a company to the verge of bankruptcy. There are various reasons that become the core factors behind the loss of an organisation. This report will deal with the loss of an organisation that belongs to the hospitality industry. The Seacrest Lodge is one of the most famous hotels in the UK, that has been providing event facilities, bars and restaurants to its customers from day one. This hotel is located on the coastline of the country. However, in recent financial years, this organisation faced a huge loss like the decline in the generation of revenue, customer satisfaction and occupancy rates. This kind of corrosion of business puts the viability of the organisation on a question mark. Henceforth, in this report, the analysis of its performance for the last 3 years is going to be executed. The main purpose of managing the accounts in business is to analyse the cash flow of the business. Additionally, it will help the business entity to manage the expense. Along with this, this discussion will show the factors that drag down its profitability. Besides analysis of these reasons, a turnaround strategy is going to be jotted down in this report.

[bookmark: _Toc160132845]Last 3-year financial performance analysis of Seacrest hotel
Income statement analysis
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Figure 1: Income statement of The Seacrest Lodge
(Source: Self-created)

The analysis of the income statement indicates that the net income of the organisation was 300 thousand GBP in the year 2021. The income decreased in the next year and touched the lower bound of 150 thousand GBP and it was sustained in the highly competitive. However, the organisation faced a huge loss in the very next year with the amount of 150 thousand GBP. analysing the net income of the company it comes out that in 2021, the entire revenue generation of Seacrest was 1200 thousand GBP with respect to the operating expense of 900 thousand. In spite of showing high profit in 2021, the operating expense of the hotel suddenly increased to 950 thousand GBP and its revenue faced a slide to 1100 thousand GBP. Despite that slide, the company showed little profit (Ntounis et al., 2022). However, in 2023, the operating expense touched the peak and the revenue generation touched the lowest point simultaneously and the company faced financial devastation.












Balance Sheet analysis
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Figure 2: Balance sheet of the Hotel
(Source: Self-created)
The assaying of the balance sheet shows that the Seacrest lodge of the UK held the cash or same kinds of assets of the value of 100 thousand GBP in 2021, whereas in 2022 the held on cash and other assets was loosened and dropped into 80,000 GBP. However, in 2023, the company lost the maximum of its liquid assets and held the liquid assets, whose valuation was 20,000 GBP. Along with cash and equivalent, the balance sheet shows that the company receives 50,000 GBP in 2021, 40,000 GBP in 2022 and 30,000 GBP in 2023. This indicates that the company's performance fell to such an extent that it faced troublesome situations in paying money in the short term. However, in these three years, the company has fixed property and equipment assets of 2 million GBP. From this balance sheet, the depreciation of total assets shows the poor condition of the company (Beliak, 2023). In 2021, the company held total assets of 2.15 million GBP. In 2022, the company had total assets of 2.12 million GBP and in 2023 the total valuation of its total assets was 1.8 million GBP. The financial condition of the organisation reached such a financial tribulation that the amount of long-term debt was not reduced. It became 1.5 million GBP for the three consecutive financial years. On the other hand, the amount of total liabilities was increased for these years. In 2021, it was 1.53 million GBP and in 2022, the amount of total liabilities increased and reached 1.54 million GBP. In 2023, the amount of liabilities touched a new peak of 1.55 million GBP. However, if the equity of this organisation is analysed then it shows that its shareholders have lost reliability from this organisation for the last three years (Beliak, 2023). Henceforth, the equity decreased from 620,000 pounds to 580,000 pounds and precipitated into 300,000 pounds.



ARR analysis
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Figure 3: ARR of the Seacrest Hotel
(Source: Self-created)
Anatomising the average rate of rooms of this hotel, it becomes very clear that in 2021, the average room rate of this organisation was 260 pounds. In 2022, the price slid down and marked at 240 GBP. However, due to the downward graph of this business in 2023, the ARR obtained 210 GBP at last.
OR Analysis
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Figure 4: Occupancy rate (OR) of The Seacrest
(Source: Self-created)
Considering the financial time period 2021, the occupancy rate of the chosen organisation was 65%. That means the company ran its business successfully that year. Moreover, in 2022, that OR percentage fell to 60% and in 2023, it faced a drastic fall in occupancy rate, which was 50%. This drastic fall showed that the success of The Seacrest was falling and it has been losing its viability to a large extent (Mitchell, 2020).
[bookmark: _Toc160132846]Reasons behind profitability declination of the hotel
Declining service quality to customers
Bad service quality is the first and foremost reason behind the decline in the profitability of the Seacrest Hotel. Due to the poor customer service, the customer experience was affected. In addition to this, it fuels the loyalty of the customers towards the organisation (Beliak, 2023). In this era of digital disruption, negative comments spread like wild-fire. Hence, negative comments and ratings on social media handles have a great impact on the brand image of any company. The Seacrest has been suffering this kind of negative comments and ratings due to their worse customer service. Moreover, due to those kinds of comments, the company faced a huge failure to attract new consumers and bore additional costs in the business that led them to face problems in revenue generation.
High competition
High competition is another factor that actively played a crucial role behind the devastation of the chosen company. The Seacrest is situated in the coastal area where travellers come often to spend their vacations in luxuries (Hickman et al., 2020). However, due to the euphoria of new entrants, the company tried to provide its customers with the best comfort and luxury at the most reasonable value to gain a competitive advantage. In the context of giving the most reasonable cost to their customers, The Seacrest faced the burden of excessive operational costs and could not earn the utmost profitability. This situation led that organisation to the verge of insolvency by the end of the financial year 2023.
Lesser use of technology in operation
The euphoria technology in the modern-day business can not be denied. However, in spite of being an organisation of this digital era The Seacrest showed their reliance on traditional business operations (Papadopoulos and Ioannou, 2023). They hardly used advanced technology and software while taking any operational decisions. In the hospitality industry, most of the hotels and restaurants are using omnichannel marketing strategies to attract their customers and to know the frequently-changing decisions of customers. The Seacrest depended on only social media marketing strategy to connect with its customers. The millennials of the UK are quite tech-savvy and therefore, to connect with them the chosen organisation had to take the help of AI and other advanced technologies.
Inflation
Apart from the above, the inflation rate of the UK makes a great impact on the business of The Seacrest. According to the report of Statista, the inflation rate of the country touched a peak in October 2022 and that was 14.2% (Clark, 2023).
Risk management
Considering the financial risks of the Hotel shows that, it becomes very evident that the chosen hotel is facing the debt obligation during exercising its business. However, to mitigate the debt obligation, the hotelier should prioritise the high-interest debts. In addition to this, the hotel authority should negotiate with its creditors and designing realistic budget to avoid that debt.
[bookmark: _Toc160132847]Turnaround strategy
In the context of designing the turnaround strategy, the company the company has to underpin five most essential traits and those are:
Strong leadership
An effective leadership strategy makes a sure possibility for the chosen organisation to get a huge profit. An effective leadership strategy plays a crucial role in the context of making effective decisions for the business. It will help the chosen hotel in shaping its mission and vision to a large extent (Hickman et al., 2020). In addition to this, it also helps to invoke necessary changes in the organisation and those changes help the company to design a healthy corporate culture. However, with the help of strong leadership, the company will acquire the potential to take calculated risks.
Clear communication
Initiating transparent and clear communication in every layer of the organisation will save the organisation from the shutdown (Lynch and Barnes, 2020). The Seacrest Hotel did not accentuate the communication system within the organisation. As a result, its customers, shareholders and employees faced some issues of trust with the organisation. Effective communication will help the organisation to boost its productivity by ensuring better teamwork in the workplace. This teamwork will help the organisation to communicate with customers. This teamwork will also help the organisation to give the best service to its customer by mitigating their confusion and answering their questions
Financial discipline
Managing financial techniques and mechanisms is the pivot point if the chosen hotel of the UK tries to revive its business. In addition to this, financial discipline will be very helpful in overcoming the financial blockades that the company has experienced in the previous two financial years. The organisation has to impose rigorous control on its accounts. Apart from this, the company must supervise the cash flow of the organisation (Mirzabeiki and Saghiri, 2020). Moreover, it must pay its debt to its investors in time. After reviewing the balance sheet of the Seacrest hotel, it becomes very feasible that the company did not emphasise the cost reduction approaches in the past years. Hence, if cost reduction approaches are underpinned then it will be beneficial for the company.
Employee Engagement
Engaging motivated employees in the turnaround process can be an effective measure for its employees. Besides, engaging them in the turnaround system the organisation must recognise their contribution (Reidhead, 2020). The hotel authority should initiate the system of promotion and salary increment in the workplace. In addition to this, the organisation has to provide on-job-training to its employees with the updated techniques and technologies that are aligned with the hotel management.
Adaptability and agility
It will be beneficial for the chosen organisation of the hospitality industry to develop the mentality of adaptation and agile work culture in its workplace (White, 2020). Since, the dynamics of the hospitality industry is changing very frequently, hence it will be very necessary to shape the organisation to cope with these changing dynamics.

[bookmark: _Toc160132848]Conclusion
The above words of this report show that to revive a business, the company or the organisation should underpin its total income and operational costs. Apart from this, equity and liabilities are equally important to run a business entity. From this discussion, it is reflected that an effective turnaround process can be initiated by an organisation if the company underpins the leadership strategy, financial discipline, effective communication and many more aspects. Along with this, the organisation should consider sustainable practices and omnichannel marketing to resurrect a business.



[bookmark: _Toc160132849]Recommendations for long-term sustenance
Omnichannel marketing
The Seacrest should implement omnichannel marketing in its organisation because this marketing strategy prioritises the needs of customers to a large extent.  With the help of omnichannel marketing, the organisation will be able to give additional offers to its customers to avail the luxurious comfort at a reasonable price (Mrowinska, 2020). Apart from this, with the help of this marketing strategy, the company can give its existing and new customers different ways to reach the authorities if any kind of inconvenient situation arises during bookings.
Accepting sustainable approaches to attract new customers
[bookmark: _Hlk159879743]Sustainable approaches should be underpinned by The Hotel Seacrest in the context of improving its brand image and brand identity. In this period of global warming millennials, Gen Y and Gen Alpha all are converging to sustainable approaches to promote sustainability (Tan and Despotis, 2021). Underpinning this market trend the chosen organisation should form a green team and curtail the use of plastic. In addition to this, the company should go paperless in the context of transactions and giving receipts to its customers. Those sustainable practices will help the company to fetch new customers.
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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 Liabiliies

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





