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Introduction: 
The report is based on the given case of Seacrest Lodge. It scrutinizes challenges pertaining to profitability and financial performance that the organization has encountered. Despite these hurdles, the report also documents a turnaround observed towards the conclusion. Through detailed analysis, it sheds light on the strategies employed to navigate the difficulties and achieve a positive outcome. By exploring both the problems faced and the subsequent resolution, the report provides valuable insights into the dynamics of managing and revitalizing a business in challenging circumstances.
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Decline in Revenue: The Seacrest Lodge’s revenue has declined in both 2022 and 2023 by £100,000 and £150,000 respectively. The decline in percentage terms was 8.33% and 13.64% respectively. The decline in revenue was driven by both decrease in Average Room Rate and Occupancy Rate. This indicates there has been both a decrease in demand and pressure on pricing.








Growing operating expenses: Operating expenses have increased at the same time when revenue has declined. Operating expenses of The Seacrest Lodge had increased by £50,000 and £150,000 






in 2022 and 2023 respectively. In percentage terms, the increase was 5.56% and 15.79% respectively. The increase was likely driven by growing inflation and rising energy costs. 
Declining Net Income: As the revenue has declined and operating expenses have increased, this also impacted the net income of The Seacrest Lodge. Net income has declined in 2022 to £150,000 from £300,000 in 2021 due to £100,000 decline in revenue and £50,000 increase in operating expenses. Net income has become negative in 2023 as the net income has declined to (£150,000) in 2023 from £150,000 in 2022 due to £150,000 decline in revenue and £150,000 increase in operating expenses. 
Decreasing Total Assets: The total assets have slightly declined to £2,120,000 in 2022 from £2,150,000 in 2021. However, the total assets have significantly declined in 2023 to £1,850,000 in 2023. Cash and equivalents had declined by £60,000 to £20,000 in 2023. This decline in Cash and Equivalents likely happened to cover the working capital requirements. Property and Equipment had also declined by £200,000 to £1,800,000 in 2023. This decline in Property and Equipment has likely happened either due to depreciation of fixed assets or selling of the fixed assets to cover expenses or liabilities (Armstrong et al., 2023). 
Stable Liabilities: Total liabilities have remained stable throughout these three years and only increased by £10,000 in 2022 and 2023. Long term debt has remained the same from 2021 to 2023. This indicates The Seacrest Ledge has not taken any capital expenditure projects during this period. As the occupancy rate has been going down over the years and has only stood at 50% in 2023, the company likely doesn’t feel any need to invest in capital expenditure projects and business expansion. Also, declining revenue, growing operating expenses and negative net income have likely deterred them from taking out new long term loans and investing in capital expenditure projects (Bouten et al., 2016). 
Declining Equity: Total equity of The Seacrest Lodge has declined by £40,000 in 2022 to £580,000 and declined significantly by £280,000 in 2023 to £300,000. The decline in equity was likely driven by negative net income. The Seacrest Lodge might have also given away dividends or adjusted its revaluation reserve which might have also impacted the equity amount (Bragg, 2017). 
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Decrease in Average Room Rate (ARR): ARR has declined from £260 in 2021 to £240 in 2022 to £210 in 2023. The decrease in Average Room Rate is likely due to The Seacrest Lodge reducing its room rates to attract more customers. The coastal market for resorts is highly competitive and there have been newer, more modern resorts in the vicinity of The Seacrest Lodge. Customers are likely opting for these newer resorts and are not choosing The Seacrest Ledge for their stay. So to attract customers, the resort has likely reduced its Average Room Rate in 2022 and 2023. The reduction in 2023 was higher compared to 2022. 
Decrease in occupancy rate: The occupancy rate for the resort has declined by 500 basis points in 2022 to 60%. The resort has witnessed even higher decline in 2023 of 1000 basis points. These sharp declines in occupancy rates indicates that customers are increasingly opting for the newer and modern resorts instead of The Seacrest Lodge. Customers consider the resort’s service quality is not updated and has declined over the years. It is likely that the resort is particularly failing to attract younger customers. 
Growing operating expenses and declining revenue during the same period: The Seacrest Lodge has witnessed declining revenue and growing operating expenses during the same period. This led to a double effect in squeezing the profitability and for the net income to become negative. 
Competitive landscape: The coastal market for resorts has always been highly competitive. To add to the competition, a number of new and modern resorts have been constructed in the vicinity of the Seacrest Lodge. The competition is likely to grow in the coming years as the market presents lucrative opportunities (David & David, 2022). 
Shifts in customer preferences: Customer preferences always shift with changes in demographics, age groups, technological advancement, and cultural shifts. Businesses must be able to stay up to date with customer preferences, otherwise, they will fall behind the competition. It appears that The Seacrest Lodge has failed to remain up to date with customer preference shifts. 
Declining Service Qualities and outdated amenities: From customer reviews, it was found that declining service qualities and outdated amenities were primary reasons behind dissatisfaction of customers and decline in occupancy rates.
High inflation: UK has witnessed record high inflation in 2022 and 2023 which peaked at 11.1% in October 2022 (Statista, 2024). This high inflation had likely led to the higher operating expenses recorded by the resort. Also, high inflation has led to a high cost of living and decline in purchasing power of the customers of The Seacrest Lodge. Many probable customers of the resorts have likely opted to not travel or to choose cheaper options. This has also likely played a role in declining ARR and occupancy rates of The Seacrest Lodge.
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Improvement in Service Quality: Service quality has been a significant issue for customers and why they have stopped opting for The Seacrest Lodge. Based on customer feedback, the resort should invest in training its staff to update their service quality and align with customer preferences. The resort can expect this initiative to lead to better customer reviews and generate repeat customers. 
Updated amenities: Outdated amenities have also been a major complaint of the investors. The resort should invest in upgrading its amenities to align with customer preference shifts and effectively compete with newer, modern resorts. These updated amenities could be providing free Wi-Fi, renovating the existing rooms, constructing fitness centre etc. The resort can also enhance facilities such as restaurants, bar and spa according to customer preferences and feedback. The resort can renovate its rooms by constructing more of high demand room features such as balconies and ocean views. 
Differentiation: In a competitive market, it is of the utmost importance to be able to differentiate from the competitors (Choudhary, 2013). The resort should invest in developing unique selling points and experiences that will help the resort set itself apart from the rest of its competitors. The resort should also conduct market research to understand consumer preference shifts and find unique selling points. 
Rebranding and marketing: The Seacrest Lodge currently has a very negative brand image among the potential customers. Hence, rebranding the resort with a positive image is very important (Lynn & White, 2019). The resort should target a new group of customers through its rebranding along with targeted marketing to reach new group of potential customers. For marketing purposes, the resort should leverage social media, announce special promotions and collaborate with travel agencies and tour operators. The resort should also leverage beautiful seaside imagery in its marketing material and post updates about renovations on its social media. 
Cost optimization: The resort should review its operating expenses and see how it can optimise its operating expenses to improve its cost efficiency. However, the resort should not make any compromise in its service quality while trying to be cost efficient. The resort can look for options to renegotiate its existing contracts with its suppliers, implementing measures to save energy and streamline processes. 
Diversification of revenue streams: The resort should attempt to diversify its revenue streams as this will help the resort to both increase its revenue and will also help to safeguard its bottom line during times of stress in the core business. The diversification of revenue streams could include options such as event hosting, customized packages and collaborating with local businesses & providing them with complementary services. Event hosting can also be beneficial for the profitability of the resort as they are a high margin service (PARMENTIER, 2019). 
Customer Experience Focus: The Seacrest Lodge should make enhancing customer experience its primary focus as the customers are the most important group of stakeholders. To improve and enhance customer experience, the resort should train its staff, introduce customized experiences and customized loyalty programs which will encourage repeat visits. 
Pricing strategy: The resort should opt for dynamic pricing and prices should be adjusted according to demands and other relevant factors (Powell, 2016). To stimulate demand and reduce cyclicality & revenue volatility, the resort can lower its prices and offer discounted & bundled packages during off-peak times. However, the resort should ensure the pricing covers its expenses and also the customer gets value for money with the price offered. 
Debt Management: The resort should look to renegotiate its £1,500,000 long term debt and seek better terms. If this is not possible, the company should look for other low-interest financing options. 
Financial Projections: The resort should develop financial projections based on the turnaround strategies discussed here to evaluate the feasibility of the strategies. The resort should consider several scenarios and conduct sensitivity analysis to varying levels of inputs. 
Implementation and monitoring: While implementing the strategy, the resort should closely monitor several Key Performance Indicators (KPIs) like revenue growth, average room rate, occupancy rates, profitability margins and customer satisfaction. If the resort is not able to achieve targets, they should make necessary adjustments to ensure the success of the turnaround strategy.
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The Seacrest Lodge has been facing several challenges such as declining revenue, occupancy rates, and growing customer dissatisfaction in recent years. The key reasons behind these challenges are intense competition in the coastal market, changing customer preferences, and outdated amenities. Nevertheless, the resort should implement a comprehensive turnaround strategy to turn around its financial health and become a premier vacation destination again. The proposed strategies include improvement in service quality, up gradation of amenities, differentiation, rebranding and marketing, cost optimization, diversification of revenue stream, customer experience focus, pricing strategy, and debt management. By implementing these strategies, the resort will be able to address the root causes of its decline and achieve sustainable growth in the long term. 
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Revenue of The Seacrest Lodge

Revenue	
2021	2022	2023	1200000	1100000	950000	Growth	
2021	2022	2023	-8.333333333333337E-2	-0.13636363636363635	




Operating Expense of The Seacrest Lodge

Operating Expense	
2021	2022	2023	900000	950000	1100000	Growth	
2021	2022	2023	5.555555555555558E-2	0.15789473684210531	
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