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The Seacrest Lodge is a dormer bungalow, which is located close to South Bay in Scarborough. The accommodation is a 4-star holiday home (Myfavouriteholidaycottages, 2024). The hotel was once a popular destination for vacationers. However, the organisation recently experienced a decline in revenue and profitability alongside customer satisfaction. Henceforth, the study will elaborately analyse the financial performance of the firm from the past three years. The study will discuss the key reasons, which are responsible for low profit generation for the organisation. Apart from that, the study will present a comprehensive turnaround strategy, which can enhance the reputation of Seacrest Lodge as a premium brand. 
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Evaluating Seacrest Lodge’s financial performance over the past 3 years
An identified position of every individual business related to financial aspects is mainly presented in the financial statement that indicates the recognition of the accounting position. For every individual business, a particular concept under strategic management is defined as benchmarking which is applied to provide a comparative status regarding the business position differentiated from the previous year's position. In other words, the concept of benchmark represents a particular type of initiative under which a general differentiation has been measured concerning the business's financial position to identify the progress or trend analysis (Drury, 2021). According to the present provided details Seacrest Lodge is used to provide hospitality service in the United Kingdom and depending on the general market position in the last few years the revenue and earning position of the business has declined imposing a certain level of challenging approach for the business operating position. 
According to the provided brief, mainly the financial statement of the business related to the income statement and balance sheet for 2021, 2022 and 2023 has been provided that represents the general details of business revenue, expenditure, net profit, assets and also the liability position. The primary approach of this type of detail is fundamentally initiated to identify the financial growth and health approach in a specified order which is ultimately accountable for recognising the business trending value (Atrill and McLaney, 2021). The present recognitions related to the income statement analysis mainly represent the following details;
Income statement: The revenue position of the business has mainly declined from £1,200,000 (2021) to £1,100,000 (2022) and in the current year of 2023 up to £950,000. According to the basic identification this declining stage mainly represents the overall volume of customer engagement in this business has declined compared to the position in 2021 which ultimately imposes a certain volume of negative approach over the business-generated revenue value. Concerning maintaining the business operation mainly, the management needs to incur this type of expense which indicates a general expanded position of £900,000 (2021) to £950,000 (2022) and in the current year of 2023 up to £1,100,000. The overall volume of inflation and the current expanded pricing structure mainly initiate this type of expanded approach that ultimately imposes a negative impact on the profit-generating capability (Seal, 2019). It mainly represents the ultimate earning position of the business associated with generated revenue and incurred expenditure which represents a declining approach from £30,000 (2021) to £150,000 (2022) and in the current year up to the level of (-£150,000).  
Overall positions related to the earning potential of the business presently indicate a huge volume of declined approaches and a certain level of uncertainty mainly raised due to such basic market insufficiencies. Along with the pricing position, the general expanded labour charges, supply chain issues, and trade deficits also initiate a certain volume of obstacles for the business to gain a sufficient volume of profitability (Alzoubi et al., 2022).  
Apart from the income statement, the general evaluation of the business balance sheet for the three accounting periods is evaluated which represents the following accounting engagement. 
Balance sheet: According to the basic identification the assets generally represent such business elements which are owned by the business. As per the identification, the total cash balance at the present situation represents a declining approach from the value of £100,000 (2021) to £20,000 (2023) currently. Associated with the same approach the accounting receivable analysis mainly indicates a simultaneous declining approach from £50,000 (2021) to £30,000 (2023) presently. The same declining position is noticed regarding the non-current asset as well which indicates from the level of £2,000,000 (2021) to £1,800,000 (2023) currently. Compared to the previous year's position, the overall generated revenue position mainly declined, imposing a certain volume of challenging approaches regarding the declining position of the total asset in the current year (Walker, 2021). 
On the other hand, general expansions related to the accounting payable approach are initiated from the level of £30,000 (2021) to £50,000 (2023) indicating the general insufficiency regarding the credit policy structure due to a certain level of marketing challenges. It can be identified that at the present situation, the long-term debt capital position of the business remains in a constant position, while the equity value of the business has also declined from the general standard level of £620,000 (2021) to £300,000 (2023) in the current year. 
In association with the present operating position the engagement of the current assets position of the business represents a generally declined approach, while the liabilities level is expanded initiating a certain operating crisis in this business. Therefore, based on the above analysis structure, it can be identified that the overall earning including the financial health positioning approach of the business represents a constant declining approach that needs to be formulated with the proper strategic initiative support basis so that the operating growth including the value maintenance position of the business can be managed in the upcoming period. 
[bookmark: _nw849db3bbx][bookmark: _Toc167741262]Analysing the key reasons for the profitability decline of Seacrest Lodge
The Seacrest Lodge is a modern self-catering vacation home, located close to Scarborough in North Yorkshire. It is an enormous possession, with a collection of 8 bedrooms, which can acclimate 20 guests at a time (Myfavouriteholidaycottages, 2024). However, the hotel has experienced a decline in its profitability in current years. There are several factors, which can be held responsible regarding the same. Political factors in the UK such as increased corporation taxation rates can be one of them. The corporation tax rate in the UK was 25% in 2023 (PWC, 2024). The rate saw an increase of 6%, from 19% in 2022. The tax is generally imposed on the net profits earned by the business firm (‌Asen, 2020). It reduces an organisation's after-tax profit, which negatively impacts the return towards the organisation's shareholders. 
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Figure 1: Graphical representation depicting the rise in CPI rate in the UK since February 2023
(Source: ons.gov.uk. 2024)
The hospitality industry in the UK has encountered frequent economic downturns. The CPIH annual inflation rate was 5.2% in December 2023 (ons.gov.uk. 2024). The rate experienced was recorded as a joint-lowest rate since June 2022. A high inflation rate usually increases the overall costs of goods, such as supplies and foods, on which the hotel operations are heavily dependent. As the overall operational expense rises, it declines the overall profitability. Apart from that, a high inflation rate can negatively affect the purchasing behaviour of customers (Carstens, 2022). Henceforth, customers tend to cut back their expenses on travelling and transportation. It leads to a decrease in the occupancy rates of the hotel, which negatively impacts the overall revenue generated by Seacrest Lodge. Changes in the travel patterns of customers, and the rise of alternate accommodation options hamper the profitability of Seacrest Lodge. 
Accommodation alternatives such as Airbnb are highly popular across the UK. In 2022, around 7 million guest arrivals were experienced in communities that had their properties listed on Airbnb (‌Shabrinaet al., 2022). Apart from that, numerous popular hotels are available near Scarborough. These hotels are Premier Inn, Park Manor and Crown Spa Hotel. The direct competition from the hotels reduces the overall market share of Seacrest Lodge in the UK. Another factor which can be mentioned here is high staffing costs. Complying with a popular regulation in the UK is responsible for increasing the overall operational costs of a business firm. “The National Minimum Wage Act of 1998” in the UK ensures that workers should be paid a minimum amount of wages, per hour of work completed (Rubery, 2024). If the hotel fails to pass the increase in costs to the customers through price hikes, the revenue generation decreases. It ultimately leads to a decline in profitability. 
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Figure 2: The number of Individuals using the Internet in the UK
(Source: Statista, 2024)
Seacrest Lodge does not have an organisational official website. It typically relies on third-party websites to maintain its online presence. Seacrest Lodge cannot attract customers, who rely on e-commerce platforms to book accommodation services. It reduces the online visibility of the brand (Almeida et al., 2021). Not possessing a website compels Seacrest Lodge to pay commission fees to online platforms for online bookings. The UK experiences an Internet Penetration Rate of 98% (Statista, 2024). Today, accommodation service providers are promoting their websites, to develop a brand identity. The lack of a website for Seacrest Lodge is also responsible for declining the profitability of the business firm. Apart from these, shifts in the choices and preferences of the customers can be responsible for the profit decline of Seacrest Lodge. Tourists today want to avail the accommodation services of an organisation, which practises sustainability (‌Sharpley, 2020). The behaviour has received momentum post-COVID-19. The citizens want to live in an environmentally friendly lodging property. As of 2021, approximately 465 hotels in the UK, received their certifications on sustainability, under the Green Tourism Business Schemes. Seacrest Lodge lacks such certification, which negatively impacts its brand identity as a sustainable accommodation service provider. 
[bookmark: _hmmkh8wxj8tk][bookmark: _Toc167741263]Determining a comprehensive turnaround strategy
The functionality of Seacrest Lodge depends upon its improved financial health. The organisation should conduct regular financial assessments to identify cash flow issues and revenue decline. Based on that, Seacrest Lodge can review its pricing strategies. The organisation should focus on enhancing the guest experience. Improved guest satisfaction is directly linked with increased revenue generation (Sharma and Bhat, 2022). It can be achieved by providing personalised services to the guests, as per their preferences. Every staff member may not exhibit the same hospitality skills. Therefore, Seacrest Lodge can invest in staff training and development programs. The organisation should develop its website, for direct tourist bookings. It can help the organisation reduce its dependencies on third-party websites such as TripAdvisor (Filieriet al., 2021). Consequently, it can prevent Seacrest Lodge from paying a huge commission fee. The website can help the firm to directly communicate with the tourists, which can allow them to establish a strong brand identity. 
The organisation should invest in marketing initiatives. Marketing campaigns can allow a business firm to retain existing customers, and attract new ones. Both traditional and digital marketing channels can be utilised in this context. Social media platforms such as Instagram, Facebook and Twitter can help in performing target advertising campaigns (Chu et al., 2020). Additionally, Seacrest Lodge should invest in new technologies, to improve its existing operations. The introduction of IoT software can help to control different room functions, such as entertainment systems and lights. These sensors can control energy usage and track guest movements and locations within the resort (Sharma and Gupta, 2021). It can ensure sustainability and security within the resort. The introduction of VR technology can facilitate virtual tours for hotel properties. It gives the guests a complete overview of the amenities and facilities provided, which allows guests to make informed decisions. 
Seacrest Lodge should acquire certifications in sustainable practices from Green Tourism Business Schemes. Visit Britain validates the above Scheme, and it is accredited by the International Centre for Responsible Tourism (Mzembeet al., 2020). Seacrest Lodge should invest in renewable sources of energy for powering its operations, and effective waste management. Such sustainable practices can enhance brand reputation, which can improve the brand visibility of the firm within the sector. 
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As per the income statement, the loss of revenue from the year 2021 to 2023 is evident. Consequently, the net income of the business firm has reduced. Factors which are responsible for profit decline are an increase in the corporation tax rates and high inflation rates. For example, the purchasing behaviour of the customers becomes low, due to higher inflation rates. Regulations such as the “National Minimum Wage Act of 1998” are responsible for increasing the overall operational expenses. However, implementing staff training programs can help to enhance customer satisfaction. The introduction of IoT software and VR can help to enhance guest convenience. 
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