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[bookmark: _Toc159595630]Introduction
The Seacrest Lodge was a vacation hotspot. With luxury facilities and a relaxing environment, it was heaven on earth for guests seeking a getaway (The Seacrest Lodge, 2024). However due to increased competition, declining service and poorly maintained amenities, Seacrest has noticed a sharp decline in room occupancy and revenue. This report will try and dive deeper into the reasons for such a decline and devise a plan in order to turn Seacrest back into a popular vacation spot. 
[bookmark: _Toc159595631]Overview
The Seacrest Lodge was a bustling spot for guests. Located just off the coastline, it provided a beautiful view and allowed guests to just sit back and relax. However, soon after the pandemic hit, the resort has had a difficult time in maintaining cash flow and generating revenue. The owner has limited options and with the increasing competition, the future seems bleak. The main objective is to assess the current situation of the lodge and develop a potential turnaround strategy to generate positive cash flow and resume healthy operations. 
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In light of the income statement, it can be observed that the revenue has seen a gradual decline. The resort struggled to recover post-pandemic. Operating expenses too didn’t favor the lodge. It steeply increased in 2023 to $1.1m and surpassed the revenue generated. The main crux of the problem was highlighted in the net income where in 2021 and 2022, the lodge did manage to maintain profitability albeit it was declining, in 2023, they recorded a $0.15m loss. While there is a recognizable trend, there is also an urgent need to highlight the issues that are intensifying the unfavorable situation. Are there any operational inefficiencies or does the lodge need to diversify its funding sources? (Dimitrić et al. 2019) These factors need to be catered into the turnaround strategy in order to transform this declining phase into a more favorable one. 
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The statement of financial position provides a broader view of the performance of Seacrest Lodge. Firstly, cash and cash equivalents saw a significant drop from 80,000 to 20,000 in 2023. This points towards cash flow problems and lack of liquidated funds. Non-current assets such as property and equipment also depreciated in value. Accounts payable racked up which indicates lack of funds available to pay off debts. Long-term debts remained unpaid throughout the three years and this could further prove to be disastrous due to high interest rates and cost of debt. Equity within the company declined too, deterring potential investors and current investors sold off their shares seeing the financial turmoil Seacrest is in (Šerić and Gil-Saura 2019). The turnaround strategy will have to incorporate several factors in order to financially re-instate the business. 
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	Return on Equity

	2021
	2022
	2023

	48.39%
	25.86%
	50%



	Return on Assets	

	2021
	2022
	2023

	14.04%
	7.08%
	8.16%



	Return of Debt to Equity

	2021
	2022
	2023

	2.47
	2.66
	5.17



[bookmark: _Toc159595635]SWOT Analysis
[bookmark: _Toc159595636]Strengths
The location of the lodge is one of its strongest characteristics (Yang et al. 2018). Based right off the coastal line certainly helps attract potential customers and this factor might not be prevalent at other resorts. Based off the reports, it is safe to assume that the wine and dine section has received less criticism and has been preserved post-pandemic. Moreover, due to the lodge already attracting a positive review in the past, it certainly isn’t impossible to work towards that goal again. 
[bookmark: _Toc159595637]Weaknesses
Among the sea of weaknesses that already exist, the financial turmoil is the one of significant interest. The value of assets is dropping and long-term debts are racking up. It’s evident that the lodge is unable to generate funds on its own and needs to focus on debt financing (Omoshagba et al. 2017). Moreover, declining service quality and outdated amenities has not aided the situation of Seacrest. 
[bookmark: _Toc159595638]Opportunities
All is not lost for this resort as there are still several opportunities. Renovating property and facilities can help drive in previous loyal customers (Turner et al. 2019). Promotional strategies and leveraging social media tools can help market such changes directly to the audience (Appel et al. 2020). This digitalization can also act as a blessing in disguise as the lodge can reach a wider demographic for a fraction of the cost. Several other amenities can also be added such as a state of the art gym or a relaxing spa to drive in newer customers. 
[bookmark: _Toc159595639]Threats
Considering that the market is still recovering post-pandemic and the economy is unstable, individuals now spend less on vacations and more on investment opportunities. (Bratić et al. 2021). The future is uncertain and the lodge must navigate through these barriers in order to drive in traffic. Competitors have also posed several threats and Seacrest must find unique ways to stand out from the competitors. 
[bookmark: _Toc159595640]Market Analysis
In the hospitality industry, customer reviews play a vital role in driving in traffic and creating engagement (Geetha et al. 2017). A good experience would also provide positive word-to-mouth advertising (Jalilvand et al. 2017). All of this would contribute to a positive turnout for Seacrest Lodge. However, the current situation is quite the opposite. The industry in the UK is highly competitive, driving more than 35 million tourists per year (Gil-Alana et al. 2020). Hotels must distinctively stand out from the competition and offer the best value for money to all guests. Seacrest, with its declining profitability and service is unable to keep up with the current competition. Negative reviews flurry in and this discourages new customers to spend their valuable time in a lodge that is in shambles (Lee et al. 2017). 
The economic situation does not favor the industry either. There is a lot of uncertainty, especially in the UK with the changes in political parties and foreign policies (Altig et al. 2020). Investors would be deterred from investing in such a volatile market and where profits aren’t guaranteed. Customers would also be unwilling to invest in a getaway vacation and not every season is a holiday season. How can a holiday resort drive in customers in off seasons? 
The Covid-19 pandemic also adversely impacted nearly every industry in the world. Flights got cancelled, airplanes were grounded and ultimately the hospitality industry suffered the most. With lower influx of guests due to travel restrictions, hotels and lodges were unable to generate revenue and even existing guests were not able to enjoy the facilities due to lockdown and other health and safety restrictions (Škare et al. 2021). Such is the case with Seacrest as well since they had not been able to properly adapt to the changing consumer behavior. The plan should be kept simple yet effective. Seacrest must take every factor into account and play it to their advantage. Since they already have a favorable location, Seacrest can capitalize further by revitalizing existing facilities and marketing it to targeted individuals. In order to stay within reach of the top spot, online presence and renovation must be focused upon. 
[bookmark: _Toc159595641]Turnaround Strategy
The turnaround strategy as highlighted above must be kept realistic but effective. Operating costs need to be in a downtrend and revenue must gradually increase in order to record a positive net profit at the end of the year (Artana et al. 2018). Since these renovations and addition of facilities require capital, operating costs may be driven up at the start but a 5% decrease following the implementation seems achievable. Seeing how these changes are being done to drive in traffic, an 8-10% increase in revenue is also sustainable. In order to put all the renovations to work, an amount of 450,000 can be considered viable to put all the changes into effect. Since long-term debts have also been stretched to its limit, other sources of finance such as short-term or equity financing must be tapped into in order to raise the capital for the renovations.
Competition has racked up in the recent years and guests now have plenty of options to choose from. So what can Seacrest do different? For starters, Seacrest can introduce newer attractions at their resort. Since they are located just off the coastline, a scuba diving experience could attract a lot of enthusiasts. It’s also possible that competitors in the same segment would not have the option to provide such an experience and Seacrest could be the first to do so. To add onto that, Seacrest should also focus on service quality. Since this is a highlighted cause of concern, training could be provided to employees in order to familiarize them with the renovations as well as the quality of service that is expected from them (Abdelhamied 2019). Another attraction or perk that could be provided to guests is a boat tour. Once again capitalizing on the location of the hotel, a boat tour could sail around the shore of the coastline offering spectacular views of the resort as well as the islands surrounding it. Other facilities within the lodge can be introduced as well. These facilities include a spa or a state-of-the-art gym and these would attract individuals from a wider demographic. The dining experience could be upgraded as well by offering a continental cuisine or a taste of the seas. This would add onto the particular ‘vibe’ that the location of the lodge offers (Ismail et al. 2022).
To notify customers of these changes, targeted marketing tactics need to be put into place. Social media campaigns need to be strategized and Seacrest must look into their social media team to create captivating content which notifies the guests of these changes (Garrido-Moreno et al. 2018). The website can be revamped as well with a fresh landing page that displays the new attractions as the center of attention. Promotional strategies can also be looked into and different membership programs can be launched in order to get the word stirring again. These membership programs can allow access to the attractions at a discounted price along with other loyalty benefits. 
[bookmark: _Toc159595642]Financial projections after implementation of the turnaround strategy
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	Income Statements
	2023
	2024
	2025
	2026

	Revenue (Actual)
	950,000
	
	
	

	Growth
	
	8%
	10%
	20%

	Revenue (Projected)
	
	£1,026,000
	£1,128,600
	£1,354,320

	Operating Expenses
	1,100,000
	
	
	

	Add:
	
	
	
	

	Staff Training
	
	£100,000
	
	

	Interest Payment
	
	£30,000
	£30,000
	£30,000

	Project Other Increase
	
	£80,000
	£80,000
	£80,000

	Operating Expenses (Projected)
	
	£1,450,000
	£1,300,000
	£1,322,400

	Gross Profit
	
	-£424,000
	-£171,400
	£31,920

	Net Profit / (Loss)
	
	-£534,000
	-£94,400
	£81,920

	Net Profit Margin
	-
	-52.04%
	-8.36%
	6.04%



[bookmark: _Toc159595644]Balance Sheet

	Balance Sheet
	2023
	2024
	2025
	2026

	Total Assets
	£1,960,000
	£2,025,000
	£2,075,000
	£2,215,000

	Current Assets
	£50,000
	£75,000
	£125,000
	£265,000

	Property & Equip.
	£1,800,000
	£1,800,000
	£1,800,000
	£1,800,000

	Other Assets
	£110,000
	£150,000
	£150,000
	£150,000

	Total Liabilities
	£1,550,000
	£1,480,000
	£1,280,000
	£1,060,000

	- Current Liabilities
	£50,000
	£80,000
	£80,000
	£80,000

	- Long-term Debt Equity
	£1,500,000
	£1,400,000
	£1,200,000
	£980,000

	Equity
	£300,000
	£375,000
	£435,000
	£655,000
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	Cash Flow Analysis
	2023
	2024
	2025
	2026

	Net Cash Flow from Operations
	-£100,000
	£55,000
	£85,000
	£125,000

	Capital Expenditures
	£200,000
	£300,000
	
	

	Bank Loan
	
	£350,000
	
	

	Net Profit / (Loss)
	
	£-534,000
	-£94,400
	£81,920

	Net Cash Flow (Change in Cash Balance)
	-£100,000
	-£479,000
	-£9,400
	£206,920
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In order to mitigate this Seacrest Lodge can showcase their newest attractions on their social media channel. Targeted ads can also be strategized in order to deliver the message to the potential guests (Hollenbeck et al. 2019).
[bookmark: _Toc159595648]Resources (High Impact)
Since the lodge is operating at a loss, Japanese Kaizen practices (García-Alcaraz et al. 2017) and quality management must be put into place in order to increase operational efficiency and decrease wastage of time and resources. 
[bookmark: _Toc159595649]Marketing (High Impact)
Marketing can be done through Instagram, Tiktok and Facebook apps. Viewer engagement and comments can be tracked in order to allocate the maximum budget to the social media app that generates the most engagement.
[bookmark: _Toc159595650]Conclusion
This turnaround strategy needs to be implemented with immediate effect. Seacrest should also test the response and guest turnout at various stages of the implementation to understand if any change is taking place at all or is it all in vain. The newer attractions can help the lodge take that competitive edge whilst also offering something refreshing to enthusiasts as well as the younger population. The membership programs and promotional strategies will also help drive in long-term members and these can particularly help with the word-to-mouth advertising (Sanchez-Casado et al. 2019). Moreover, the spa and the state-of-the-art gym also add a bit of structure to the lodge itself as guests can enjoy these facilities from the comfort of the lodge. If these strategies are carefully and strategically implemented, Seacrest can transform from a forgotten gem back into a popular vacation destination. 
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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 Liabilities

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





