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The hospitality industry, including Seacrest Lodge, faces financial difficulties due to rising costs and inflation, leading to a decrease in tourists even in peak seasons. This report analyses the financial situation of Seacrest Lodge and proposes a turnover strategy for recovery.
The income statement reveals a decrease in income and an increase in operating expenses, resulting in a net loss in 2023. The average room rate and occupancy rate have also decreased. These issues could be due to poor management of supply and demand and the impact of economic factors on costs.
A survey shows that price is a crucial factor in choosing a holiday destination. Seacrest Lodge might have lowered room prices to attract customers, neglecting other attractive features. Analysing customer reviews can provide insights into service quality and facility updates.
The hospitality industry is affected by global events, such as the war between Russia and Ukraine, leading to inflation and increased operating costs. Climate change also impacts coastal areas, causing erosion and flooding.
Market positioning is a potential strategy for Seacrest Lodge. By evaluating products, services, and competitors, the company can identify areas for improvement and reposition its brand. Focusing on quality, experience, and value for money can attract new customers.
To support Seacrest Lodge's recovery, the following recommendations are made:
·  Seek government funds for seaside communities and modernization projects.
· Adjust prices to cover operational costs, including inflation and energy prices.
· Use a customer database to understand preferences and tailor products and services.
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[bookmark: _Toc160107624]INTRODUCTION
The current economic, political, and environmental situation affects the operators in the hospitality industry, disadvantaging the smooth running of the business, facing ever higher costs due to energy rise but also with inflation so that losses and operating difficulties are estimated under these conditions. In this context, the hotels and resorts by the sea recognize a decrease in the number of tourists even in the summer season, when in other years it had the highest level of occupancy, making it more and more difficult to cover operating costs (Middleton, 2023). The purpose of this report is to analyse the financial situation, identify the reasons behind the decline of the business and provide a turnover strategy for the recovery for Seacrest Lodge, a once highly sought-after luxury coastal resort, now in financial difficulties. The basis of the analysis is the profit and loss account, the balance sheet, and information on the average room rate and occupancy rate, which reflects the precarious financial situation of the lodge. The possible factor that led to this is supply and demand mistaken management. The country's economic situation, with the increase in inflation and energy prices on one side and geographical position on the other side, can affect the profit through additional costs. Thus, marketing positioning seems like a turnover strategy that can be applied, considering the recommendations: accessing government funds, increasing prices related to costs and analysing customers preferences so that the business recovers.

[bookmark: _Toc160107625]MAIN BODY
[bookmark: _Toc160107626]Situation introduction
Placed in an attractive coastline location where tourists are looking for relaxation and luxury, The Seacrest Lodge, which offers a restaurant, bar, and event facilities, was once a desirable destination. However, the resort is now facing a reduction in revenue, occupancy rates, and customer satisfaction. The owner is still determining if the business will remain profitable so that an expertise will be offered based on the information provided, table 1 income statement, table 2 balance sheet and table 3 average room rate and occupancy rate. An income statement is an essential financial tool expressed over a year that shows a business's revenues and expenses. However, the balance sheet offers information about assets, liabilities, and shareholder equity for the business's financial position (Fridson, 2011).
Table 1. Income Statement for Seacrest Lodge (in GBP)
[image: ]

Table 2. Balance sheet for Seacrest Lodge (in GBP)
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Table 3. Average room rate and occupancy rate for Seacrest Lodge
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[bookmark: _Toc160107627]Situation analyses 
Analysing the income statement, table 1 shows that the income has decreased every year since 2021 to 2023, and the operating expenses have increased over the years, which led to the net income in the year 2023 being minus. These data could be correlated with Table 3, where the average room rate and occupancy reduction from 2022 to 2023 are noticeable. When the price per room was established, their costs were not considered, negatively affecting the profit. The same thing is established by Drury (2020): When deciding to establish the price for personalized or differentiated products, the cost of the product is essential, namely as market and supply and demand forces. Several variables, including availability, competition level, and market understanding, can affect the price. It could be said, seeing the data, that the cost and supply decreased. Therefore, demand decreased. The lower occupancy rates can also be deduced from the values of cash and equivalent and accounts receivable reduced yearly, which means the business struggles to bring capital in a short time, resulting in the reduced value of assets. Increased value of accounts payable can be related to difficulties managing operating costs by actual economic, political, and environmental situations that have not been appropriately managed, impacting the total liabilities during the financial year. All this leads to a result that shows a value of equity which keeps declining.
A survey conducted by the National Coastal Tourism Academy (2022) shows the interest of those interviewed to reserve an accommodation in the coastal part of the UK. However, one of the factors most influencing in the decision making is the price, represented in table 4. 

Table 4. Most important factors influencing choice of holiday in UK in 2023 (National Coastal Tourism Academy, 2022)
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This reason likely led to a decrease the value of the room price for Seacrest Lodge to attract more customers. However, other features that can lead to customer attraction in a luxury lodge were omitted. Another way to predict customers' intentions to make a reservation is their reviews. The analysis of these reviews provides essential information about the service offered and the facilities that meet their expectations or require renewal according to modern conditions (Wu, Yang, Zhou, and Zhao, 2023). For example, St. Michael Resort, a luxury resort, managed to maintain a high occupancy level after an investment of 50 million in renovation, mainly due to the spa and health club facilities being a vital competitor in the area (St. Michael Resorts, 2024). However, the income for 2023 was higher, but the net profit for the same year is lower than in 2022, as seen in Table 5. The main reason is the higher operating costs (GOV UK, 2024). Therefore, the country's economic, politic, and environmental changes affect Seacrest Lodge, but its competitors in the market are also facing difficulties.
Table 5. Income statement for St. Michael Resort (GOV UK, 2024)
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In the current context of the war between Russia and Ukraine, the international economy suffers, and the United Kingdom is no exception. For the UK, a slowdown in the gross domestic product (GDP) growth was predicted by around 0.8 per cent to 4.0 per cent in 2022 and to 0.5 per cent in 2023, but also an increase in inflation to an average of 7 per cent in 2022 and 4.4 per cent in 2023. The increase in the price of electricity, gas, and fuel influences the price of raw materials (Liadze, Macchiarelli, Mortimer-Lee and Sanchez Juanino, 2022). Consumer price index (CPI) increase reflected by graph 1, CPI for hotels, cafes and restaurants, table 6, CPI detailed indices annual averages: 2021 to 2023 for food, beverages, water, and energy, provided by the Office of National Statistics (2024).

Graph 1. CPI for hotels, cafes, and restaurants (Office of National Statistics, 2024)
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Table 6. CPI detailed indices annual averages for years 2021, 2022 and 2023 (Office of national Statistics, 2024)
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The year 2020 was a critical year for the hospitality industry, being affected by the COVID-19 pandemic and the country's policy to leave the European Union, so following Brexit, the staff shortage was accentuated, the conditions for receiving the right to work in the UK by European workers being much more complex, the vacancy number being higher than before COVID-19. In peak seasons, like summer, the opening hours may be affected by staff shortages (McAllister, 2023). Thus, the industry's efforts to attract and retain talented people through training programs, offering benefits and discounts, flexibility, thinking more about employee well-being and development opportunities (Page et al 2017) can lead to additional expenses.
When we talk about climate change, the coastal areas of England are more affected than other areas of the country by increasing the number of floods and erosions, solid storms and high tides affecting infrastructure and essential public sector services, and numerous others. With all these risks, the coastal area benefits from producing high quantity of renewable energy. There is an interest in developing responsible risk management and positive behaviour to connect socio-economic and environmental factors to reach all benefits in this area (Emmins, Leckie, Munro and Pragnell,2023).

[bookmark: _Toc160107628]Turnover strategy
For Seacrest Lodge, a turnover strategy that could help to reach the break-even point and even increase revenue could be market positioning. It is essential to establish a trajectory towards which efficient decisions can be taken to reevaluate the company, its products and their attributes and benefits, especially the quality that sets the price and positioning regarding competitors (Corporate Finance Institute, 2024). From the information provided, Seacrest Lodge, offering luxury services, on the perceptual map is in the category of superior quality at a higher price. Brand repositioning can be done by evaluating the products and services they offer and analysing the competitors' offers to realize where improvements can be made to attract new customers. Lake (2024) specifies that in the study by The Caterer, the hospitality operators are focused on quality of experience and value for money, table 7. The same survey shows that customers show increased interest in the value of experience and are willing to pay more if these characteristics conduct to their satisfaction.
Table 8. Key drivers influencing consumers (Lake, 2024)
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Due to the position in the coastal area, seasonality is another factor to consider in market repositing; as observed in graph 2, the guests are more willing to visit the coast in the summer months of July and August.

Graph 2. Coastal seasonality (National Coastal Tourism Academy, 2024)  
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An example of a competitor is The Headland, which manages risk by monitoring key performance indicators through marketing and operating techniques. Therefore, through marketing positioning, The Headland realized that the competitors could not develop an emotional connection between the location value through the perspective of the luxury experience. Thus, they discovered their direction. Besides investments in facilities and amenities, The Headland has offers and activities for each period of the year to please and attract various customers, so that there are no periods with low income (80 Days, 2024).

[bookmark: _Toc160107629]CONCLUSION
In conclusion, potential risks must be considered when making management decisions. This involves determining how likely the costs and benefits of a suggested course of action will differ from what was anticipated. Making bad decisions is likely to happen without a risk assessment (Atrill, and McLaney, 2021). In this report, an examination of Seacrest Lodge's risks was attempted to overcome the precarious financial situation it has reached and provide a turnover strategy for the owner to put into practice to save the business.
[bookmark: _Toc160107630]RECOMMANDATIONS
For the recovery process of Seacrest Lodge to have the desired effect of reaching a point of operation close to profit, in addition to the turnover strategies, the following are recommended:
· Attempt to bring capital to the company effective in paying debts but also to invest in modernization works: Tracking and collecting funds offered by the government that come in support of seaside cities and communities to help the development of the area but also to overcome the economic problems that arise (GOV UK, 2024).
· It is recommended to review the prices to cover the cost of operation due to increasing inflation and the cost of energy, even increasing it were necessary (Weller, 2023). 
· To retain loyal customers due to the price increase and gain new ones, it is recommended to use a database that follows their preferences and behaviour so that the resort can develop products and services that are as suitable as possible to their desires and needs (Hospitality Net, 2023).
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