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[bookmark: _Toc159631554]Introduction
The study highlights an analysis of the financial position of a the renowned  Seacrest Hotel. The Seacrest Hotels saw an alarming decrease in key financial indices from 2021 to 2023. Total revenues fell 21%, occupancy rates dropped from 65% to 50%, and clients became more dissatisfied with the property's outmoded facilities. After this unexpected turn of events, rising losses, financial limitations, and competitive dynamics in the alluring but crowded beachside market threaten the resort's ability to continue operations. It will further outline how the Seacrest can turn this threat into an opportunity and become profitable.
[bookmark: _Toc159631555]Market Analysis
[bookmark: _Toc159631556]The luxury coastal hotel business, where the Seacrest Lodge operates, is facing increased macro and micro market rivalry (Walker, 2021). Challenges include consumer preferences, new market entrants, and external shocks causing a ‘perfect storm’.
Consumer Tastes Change
[bookmark: _Toc159631557]Catering to changing guest expectations for housing, food, and activities is key to coastal resort profitability, according to Tranter et al. (2014). According to Seal (2019), Seacrest's falling Average Daily Rates and complaints about ‘outdated amenities’ show that it cannot meet target customer expectations for contemporary elegance, personalisation, and value-added services.  
Increasing Local Competition
Competition has expanded rapidly due to the arrival of “several newer, more modern resorts” nearby. According to Jagels (2007), similar situations typically drive demand to newer hotels that differentiate via facilities, diversity, and service. Seacrest faces more revenue decreases as increased competition offers superior hospitality at similar prices.
[bookmark: _Toc159631558]External shocks
[bookmark: _Toc159631559]Wild (2018) warns of economic and political disruptions to tourism. Epidemic, Brexit, inflation, and recession are ‘headwinds’ for hospitality industry. Seal et al. (2008) found that smaller companies like Seacrest with insufficient cash buffers to weather demand shifts are most affected. The hotel business has changed due to changing preferences, new competitors, and economic shocks, rendering older coastal resorts like The Seacrest Lodge less competitive without a value proposition and service makeover.
Financial Overview of Seacrest Lodge
Looking at the financial statements of Seacrest Lodge, from 2021 to 2023, the Seacrest Lodge's finances deteriorated. Revenue, net income, occupancy rates, and average room prices have been continuously declining at the once-thriving beachfront resort, creating a perfect storm situation. Newer resorts, changing client demands for contemporary facilities, and diminishing service quality owing to cost reduction may have contributed to the current scenario. According to the financial records, The Seacrest's revenue plummeted 21% from £1.2 million in 2021 to £950,000 in 2023. By 2023, net income had plummeted from £300,000 to £150,000. The case specifics show that the hotel's occupancy rate has dropped from 65% to a concerning 50%. 
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[bookmark: _Toc159634055]Figure 1Financial Performance of Seacrest
[bookmark: _Toc159631560]Trends in Revenue
[bookmark: _Toc159631561]The Seacrest Lodge's 21% revenue reduction from 2021 to 2023 correlated with a 3-year occupancy rate drop from 65% to 50%. This shows that lowering occupancy has been the main cause of the resort's declining income.  The Average Room Revenue indicator shows that average daily rates have declined 19% from £260 to £210 over the same time, however this rate deflation has had far less effect than the 15 percentage point occupancy reduction which would cost more revenue than a 19% drop in average rates. Average rates are falling, which calls The Seacrest's value proposition into question. It appears clients no longer value Seacrest's luxury facilities, hospitality, and experience. The Seacrest's struggles to sustain its price premium and value perception may be attributed to rapidly developing local competition from seaside resorts improving marketing and facilities. Modern beach hotels provide more in-room and property amenities, better service, and lower costs than The Seacrest. This requires the resort to reclaim its USP and experience.
Margin Compression
The financial analysis "scissoring effect" describes this worrying tendency of diminishing revenues and rising costs (Higgins, 2022). The Seacrest Lodge may have failed to cut costs despite decreased income for several reasons. First, property upkeep, utilities, finance, and other fixed overheads account for a large amount of hospitality operating costs (Mohsin, 2022). Resorts struggle to adapt expenditures when demand changes due to substantial fixed asset investments like real estate and amenities. Second, hotel operational costs are dominated by staff pay (HNN, 2021). Even with decreased occupancy, hospitality labour unions make quick workforce reduction difficult. 
[bookmark: _Toc159631562]Analysis of Balance Sheet Components
[bookmark: _Toc159631563]Liquidity Crunch
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[bookmark: _Toc159634056]Figure 2 Cash Position of Seacrest
Property and equipment assets have lost 10%, or £200k, in book value, although this may not reflect facility degradation, obsolescence, or functional deterioration. Customer assessments of obsolete amenities suggest recent capital spending on upkeep, refits, and incremental additions may be poor. Hospitality benchmarks recommend hotels spend 4-5% of sales on asset quality (HotelManagement.net Editors, 2019). The Seacrest's low cash makes £36k-£45k annual investments improbable. Asset value frequently declines with delayed repair and maintenance spending. It also hurts visitor impression of service standards when compared to nearby resorts spending more in property enhancements.
[bookmark: _Toc159631564]Asset Values vs Service Quality Perception  

[bookmark: _Toc159634057]Figure 3 Average Room rate vs Occupancy rate
The book value of land and equipment assets has gone down by 10%, or £200,000, but this may not reflect how much the facilities are actually falling apart or becoming useless. According to customer reviews that talk about old features, recent capital expenditures on upkeep, renovations, and small improvements may have been far below optimal levels. Standards in the industry say that hotels should spend 4 to 5 percent of their total income on keeping and improving the quality of their assets (HotelManagement.net Editors, 2019). For The Seacrest, that would have meant making investments of £36,000 to £45,000 a year, which does not seem likely given how tight its cash flow is. Repair and upkeep costs that are put off often lower an asset's long-term value. It also hurts the way guests think about the quality of service when they compare the facilities to nearby casinos that are spending more on improvements.
[bookmark: _Toc159631565][bookmark: _Hlk159623149]Reasons Behind the Decline
· Luxury resort businesses have a high operating leverage due to large expenditures and fixed costs. Businesses must cut service quality investments when demand dips because margins are shrinking. Unfortunately, this leads to angry consumers, bad reviews, and decreased revenue, establishing a cycle of financial decline.
· The Seacrest Lodge lost 21% of its revenue as its vacancy rate declined from 65% to 50% over three years. To conserve money during rapid revenue loss, management likely cut back on routine facility upgrades and small improvements needed to keep the brand competitive. 
· Standard industry practice is to invest 4–5% of hotel revenue in maintaining and increasing asset quality to guest expectations (HotelManagement.net, 2019). However, Seacrest Lodge couldn't afford as many modifications, new features, and current services as most places.
· Customers found the hotel décor and furniture antiquated, compared to other resorts that updated during a recession. The company lost additional brand and pricing power. The economy expanded between 2021 and 2023, while The Seacrest's average daily room prices fell 19%. 
· Not investing in asset maintenance and customer experience led to a vicious cycle of unpleasant customer feelings, fast customer turnover, and market share migrating to competitors. Due to insufficient investments in facilities, renovations, and care, the property's value offering and positioning are currently behind the market. In hospitality writing, the Resort Life Cycle hypothesis states that hotels must spend a lot every 8–10 years to renew their assets to fulfil client expectations (Rushmore, 2022).
[bookmark: _Toc159631566]External Factors Behind the Decline
· Covid-19 Pandemic: The global hotel business has suffered from the COVID-19 epidemic since early 2020. Tight travel restrictions and long shutdown have made things difficult. Many people flocked to the resorts and hotels when they reopened in 2021. However, multiple aftershocks have prevented enterprises like The Seacrest Lodge from recovering. Economic Impact of Covid 
In 2022, Deloitte found that pandemic-related supply chain issues, labour shortages, and increased commodity prices have slowly eroded travel industry profit margins.
· Brexit hurts UK tourism: Brexit has also slowed things. According to research, Brexit uncertainties and new visa procedures have made UK holidays more expensive, reducing EU visitor demand since 2021 (Burgen, 2022). Due to increasing roaming fees and travel issues created by Brexit, industry leaders say the UK tourist rebound has lagged behind Europe (Phillips, 2022).
· Rising energy costs: In 2022, natural gas and electricity prices skyrocketed, forcing hotel owners to spend up to 300% more for overhead (Reynolds, 2023). The rising cost of living made hotels especially sensitive to increased energy expenses, which had a "scissoring effect" on profit margins. This was because hotels invested heavily on fixed property. Focusing on internal flaws 
after 2021, The Seacrest Lodge has struggled with inadequate cash flow, poor facility upgrades, and diminishing property prices, which have grown increasingly obvious after the big events.
[bookmark: _Toc159631567]Turnaround Strategy for Seacrest
1. [bookmark: _Toc157032555]Emergency Cash Infusions
Getting emergency funds to deal with the dangerous short-term lack of cash and keep basic activities going is the most important first step. Some possible solutions are for the owners to put in more money, turn debt into equity, work out better credit terms with suppliers, or even offer a private equity loan plan that lowers the ownership stake (HNN, 2021).
2. Asset Quality Improvements
After urgent finance requirements are met, customer-visible places and services must be upgraded. Previous facilities issues will be resolved quickly. Industry data shows that a corridor renovation and paint work in high-traffic sections may take 6–12 weeks for 7% of expected yearly revenue, or £65,000 (HotelManagement.net, 2020). Quick wins like upgrading the property's look may enhance customer image, review ratings, and occupancy to pay for future renovations. Strategic advertising updates may increase marketing and revenue. The suggested budget covers all essential improvement areas.
	Area of Investment
	Allocation Amount

	Lobby Refurbishment
	£25,000

	External & Internal Painting
	£15,000

	Room Furnishing Upgrades
	£10,000

	Signage Refresh
	£5,000

	Contingency Buffer
	£10,000

	Total
	£65,000
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3. [bookmark: _Toc159631568]Service Model Realignment
According to experts, realigning employment methods and service offerings might help struggling hotel organisations minimise fixed costs and adapt to shifting demand (HotelManagement.net, 2022). The Seacrest Lodge seems to be hampered by outdated processes that functioned well when business was booming but make it tougher to adapt to save money. Process reengineering can also help struggling hotels, according to Bhimani (2006).
Getting Lean Through Staffing Innovation
Resorts like Seacrest, which are in the mature stage, often make the mistake of overstaffing during high occupancy periods (Guilding, 2014). In order to prevent over-capacity during off-peak hours and provide excellent service during peak seasons, new staffing models that maximise personnel utilisation are necessary (Tranter et al., 2014). More specifically, there are four levers that The Seacrest might use to reduce salary expenses by almost 20%:
· Cross-training people in multiple tasks through dynamic role allocation improves deployment flexibility for need-based job allocation. 
· Salary modules: Flexible hourly salaries and productivity-linked incentives motivate high-conversion service agents. 
· Seasonal optimisation: In busy seasons, hire temporary or outsourced workers on-demand. 
· Using tech: Implement demand-based roster scheduling using software that modifies daily staff count based on advance bookings.
By streamlining food and beverage (F&B) sub-units to sustainably fulfil demand during restructuring, substantial savings can be achieved through the deleveraging of excessive capacity investments associated with ambitious scaling (Atrill & McLaney, 2021). This helps to prevent the waste of calories and the costs associated with spoiling caused by idle capacity.
4. [bookmark: _Toc159631569]Securing Local Partnerships
In addition to internal reorganisation, the Seacrest Lodge must pursue exterior revenue-boosting strategies. Jagels (2007) suggests struggling hotels partner with key organisations to secure business. Specifically, Seacrest may be able to guarantee a minimum number of hotel nights and food and beverage sales each year by partnering with wedding planners, event providers, corporate travel management companies, and airlines. This stabilises leisure demand fluctuations.  Certain partnerships as analyzed by Drury (2021) also have a force multiplier effect like the positive word-of-mouth increases corporate reservations and secondary visitor visits. Force multipliers occur in some partnerships. Seacrest may benefit financially from these arrangements as it recovers.
[bookmark: _Toc159631570]

Conclusion
Therefore, The Seacrest Lodge faces an existential crisis owing to a perfect storm of external shock events and internal deficiencies, as indicated by terrifying declines in key financial performance metrics over the last three years. Recovery is challenging, but an integrated turnaround approach that stabilises the liquidity problem, regular investments to refresh old assets and increase competitiveness, and right-sizing staffing patterns and services for demand may help. Local partnerships may protect firm volumes and profits during internal restructuring. The four-pronged plan includes urgent funding, medium-term change management, asset quality improvements, and stakeholder perception restoration. 
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ARR vs Occupancy Rate
Average Room Rate (ARR):	2021	2022	2023	260	240	210	Occupancy Rate:	2021	2022	2023	0.65	0.6	0.5	
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