Case Study

by Roberto- Alexandru Stere

Submission date: 29-Feb-2024 09:33PM (UTC+0000)

Submission ID: 225423480

File name: 41072_Roberto-_Alexandru_Stere_Case_Study_547597_535969867.docx (30.74K)
Word count: 2367

Character count: 16344



Case Study: The Seacrest Lodge

Student name:
Roberto-Alexandru Stere
Student ID:
2214492

Module name:
Financial Management for the Hotel Industry

BMIHS5007

Lecturer name:

Jaliya de Silva

Word count:

1911




Table of Contents

1.

Executive summary

. Introduction

Market Analysis

. Financial Performance Analysis

Turnaround Strategy

Conclusion




Executive summary:

The Seacrest Lodge, a once prominent vacation destination, is currently facing
significant challenges, including declining revenue, occupancy rates and guest
satisfaction. In response to these challenges, this report proposes a
comprehensive recovery strategy designed to revitalize the lodge's financial health
and restore its reputation.

The market analysis shows that Seacrest Lodge operates in a highly competitive
coastal market, where customer preferences have shifted toward upgraded
amenities and superior service. Analysis of financial performance shows a
disturbing trend of declining revenues, occupancy rates and negative net income
over the past three years.

The proposed recovery strategy addresses key issues such as declining revenue
and occupancy rates, negative net income, and outdated facilities and service
quality. Strategies include renovating and upgrading facilities, launching a
comprehensive marketing campaign, improving the customer experience,

diversifying revenue streams and optimising costs.

By implementing these strategies, Seacrest Lodge can regain its position as a top
holiday destination, attract more customers, improve profitability and restore its
reputation in the market. This report provides a roadmap for The Seacrest Lodge

to achieve sustainable growth and success in the competitive hospitality industry.




2.Introduction:

The Seacrest Lodge, nestled along the scenic coastline, has long been prized as
a retreat for tourists seeking tranquility and seaside charm. Boasting stunning
views, comfortable accommodation and warm hospitality, it was once a beacon of
hospitality excellence in the region. However, in recent years, The Seacrest
Lodge's serene facade has been overshadowed by a series of challenges that have

threatened its position in the hospitality industry.

Amid changing consumer preferences and intensifying competition, The Seacrest
Lodge has faced a worrying decline. Declining revenues, declining occupancy
rates and declining customer satisfaction cast a shadow over its once glowing
reputation. The winds of change have been blowing hard, forcing management to

confront these pressing issues head-on.

In response to these challenges, this report embarks on a journey to delve deep
into the heart of Seacrest Lodge. By meticulously examining its current state,
identifying key pain points, and examining industry trends, we aim to develop a
comprehensive turnaround strategy. Our mission is clear: to breathe new life into
The Seacrest Lodge, rejuvenate its financial vitality and rekindle the flame of its

illustrious reputation.

As we navigate the complicated landscape of hospitality management, we engage
in a quest to discover innovative solutions, strategic insights and actionable
recommendations. Together, let's embark on this transformative journey to lead

Seacrest Lodge to a brighter, more prosperous future.

3.Market Analysis:

The coastal market in which Seacrest Lodge is located is not only competitive, but
also dynamic, characterized by constantly evolving consumer preferences and
industry trendscent years, the landscape has witnessed the emergence of
newer, more modern resorts that boast state-of-the-art amenities and innovative
offerings. These establishments have raised the bar for hospitality standards,
forcing existing players like The Seacrest Lodge to adapt or risk being left behind.




Customer preferences in the market have undergone a noticeable shift, with an
increasing emphasis on contemporary amenities and high quality servicey's
discerning travellers are looking for immersive experiences, personalised .-2 es
and seamless service. As such, Seacrest Lodge's traditional charm, while once
appealing, now risks being perceived as outdated compared to the offerings of its

more progressive counterparts.

An analysis of guest reviews further highlights the challenges facing The Seacrest
Lodge. Dissatisfaction with the current quality of service and perceptions of
outdated amenities are found throughout these testimonials, serving as poignant
reminders of the gap between guest expectations and the lodge's current oﬁeringsi
Issues such as aging infrastructure, limited recreational activities, and inconsisten &3
service standards have eroded guest satisfaction and jeopardized the lodge's
competitive position.

In this highly competitive market environment, success depends not only on
meeting, but exceeding customer expectations. To thrive in this landscape, The
Seacrest Lodge must embark on a journey of transformation, embracing innovation
and redefining its value proposition to resonate with the evolving preferences of
today's travelers. Only by understanding and adapting to changing market
dynamics can The Seacrest Lodge hope to reclaim its position as a sought-after

destination on the coastal hospitality scene.
4. Financial Performance Analysis:

Income Statement Analysis (GBP):

Item 2021 2022 2023
Revenue £1,200,000 £1,100,000 £950,000
Operating £900,000 £950,000 £1,100,000
Expenses

Net Income £300,000 £150,000 -£150,000




Balance Sheet Analysis (GBP):

Asset/Liability 2021 2022 2023

Cash and | £100,000 £80,000 £20,000
Equivalent

Accounts £50,000 £40,000 £30,000
Receivable

Property and | £2,000,000 £2,000,000 £1,800,000
Equipment

Total Assets £2,150,000 £2.120,000 £1,850,000
Accounts £30,000 £40,000 £50,000
Payable

Long-term Debt | £1,500,000 £1,500,000 £1,500,000
Total Liabilities | £1,530,000 £1,540,000 £1,550,000
Equity £620,000 £580,000 £300,000

Additional financial informations:

Average Room Rate (ARR):

e 2021:£260
o 2022: £240
e 2023:£210

Occupancy rate:

e 2021: 65%
o 2022: 60%
e 2023: 50%

The financial performance of The Seacrest Lodge over the past three years reflects a
concerning trend of declining revenue, deteriorating profitability, and weakening asset

values. Let's delve deeper into each aspect:

Income:




From 2021 to 2023, The Seacrest Lodge saw a steady decline in revenue, with figures
falling from £1,200,000 in 2021 to £950,000 in 2023. This indicates a steady downward
trajectory in top-line performance over the period under review.

Operating expenses:

Operating expenses have increased over the three-year period, rising from £900,000
in 2021 to £1,100,000 in 2023. Escalating operating expenses, coupled with declining
revenues, further exacerbate the lodge's financial challenges, squeezing profit

margins and highlighting inefficiencies in cost management.
Net income: B4

Perhaps the most alarming aspect of The Seacrest Lodge's financial performance is
the drastic shift from positive to negative net income. In 2021, the lodge recorded a
net income of £300,000, but by 2023, that figure had plummeted to a loss of £150,000.
This indicates a significant deterioration in profitability, raising serious concerns about
the sustainability of the lodge and its ability to generate returns for stakeholders.

Balance Sheet:

The balance sheet reflects a decrease in the value of assets, with cash and cash
equivalents, and property and equipment having decreased over the three year period.
In addition, while liabilities have remained relatively stable, equity has declined

substantially, further indicating the erosion of shareholder value.

Overall, The Seacrest Lodge's financial performance over the past three years paints
a bleak picture of its operational health and highlights the urgent need for intervention.
Declining revenues, rising expenses, negative net income and a weakening balance
sheet all point to systemic issues that need to be addressed through a comprehensive
turnaround strategy aimed at restoring profitability, improving operational efficiency

and revitalizing the Lodge's financial health.
5.Turnaround Strategy:

Key aspects:




Falling incomes and employment rates:

The decline in both revenue and occupancy rates over the past three years indicates
an urgent need to reverse this trend to ensure the financial viability of Seacrest Lodge.

Without a steady stream of guests, the lodge is struggling to generate revenue to cover

operating expenses and maintain profitability.
6

Negative Net Income:

The lodge's negative net income in the most recent year highlights underlying financial
instability and the urgent need for corrective action. Operating at a loss is
unsustainable over the long term and threatens the lodge's ability to meet its financial

obligations and invest in future growth.ﬁ
517

Outdated facilities and service quality:

Customer dissatisfaction with the lodge's facilities and service quality underscores the
importance of addressing outdated offerings to increase customer satisfaction and
loyalty. Failure to meet modern standards can lead to decreased customer retention

and negative customer feedback, which can further exacerbate revenue issues.
Proposed strategies:
Renovation and upgrades:

Invest in comprehensive renovations and upgrades in all areas of the lodge, including
guest rooms, common areas, restaurants and event facilities. By upgrading amenities
and improving aesthetics, The Seacrest Lodge can attract a wider range of guests and

differentiate itself from competitors.
Marketing and branding:

Launch a targeted marketing campaign showcasing the renovated facilities and
highlighting the unique experiences The Seacrest Lodge offers. Use various channels
such as social media, digital advertising and travel agency partnerships to reach

potential guests and drive bookings.




Enhance the guest experience:

Implement robust training programs for staff to elevate service quality and ensure
consistent customer satisfaction. Empower employees to anticipate and exceed
customer expectations, promoting a culture of hospitality excellence. Introduce
personalized service and loyalty programs to drive repeat visits and increase customer
loyalty.

Income diversification:

Explore opportunities to diversify revenue streams beyond traditional accommodation
offerings. Consider hosting special events such as weddings, corporate retreats or
wellness retreats to attract new clientele and generate additional revenue. Create
partnerships with local businesses to offer unique experiences and activities that

enhance the overall guest experience.
Cost optimisation:

Conduct a thorough analysis of operational expenses to identify areas for optimization
and cost saving opportunities. Negotiate favourable contracts with suppliers,
streamline procurement processes and implement efficiency measures to reduce

overall costs without compromising service quality or customer satisfaction.

By implementing these strategies, Seacrest Lodge can address key challenges, attract
more guests, improve financial performance and position itself for long-term success
in the competitive hospitality market. This comprehensive turnaround plan aims to
revitalize the lodge's financial health, increase guest satisfaction and restore its

reputation as a premier vacation destination.

6.Conclusion:

Seacrest Lodge, once prized as a premier vacation destination, now finds itself at a
crossroads, facing a myriad of challenges that threaten its viability and reputation in
the highly competitive hospitality market. This report embarks on a journey to dissect




the lodge's plight, proposing a holistic turnaround strategy designed to set it on a path

to rebirth and prosperity.

Market analysis reveals a landscape full of newer, more modern resorts, where guest
preferences have shifted towards contemporary amenities and high service standards.
Customer dissatisfaction with outdated facilities and service quality underlines the
urgency of intervention.

Analysis of financial performance reveals a worrying trend of declining revenues,
occupancy rates and profitability, indicating an immediate need for action. With
negative net income and declining assets, Seacrest Lodge's financial health is in
jeopardy.

In response to these challenges, the proposed turnaround strategy presents a multi-

faceted approach that includes the following:

1.Renovation and upgrades: A strategic investment in upgrading facilities and
amenities to align with evolving customer expectations and enhance the lodge's

attractiveness in the competitive market landscape.

2.Marketing and branding: A comprehensive marketing campaign designed to
reposition The Seacrest Lodge as a beacon of hospitality excellence, leveraging its
unique offerings and renovated facilities to captivate target audiences through various
channels.

3.Enhance the guest experience: A focus on elevating the quality of service through
staff training initiatives, personalized service and loyalty programs, encouraging guest
satisfaction and loyalty.

4.Diversify revenue: Explore new revenue streams such as hosting special events,
offering recreational activities, and partnering with local businesses to enrich guest

experiences and enhance revenue generation.

5.Cost Optimization: Rigorously examine operational expenses, renegotiate
contracts with vendors, and implement streamlined processes to achieve cost

efficiencies without compromising service quality.




The Seacrest Lodge is at a critical juncture, ready to either succumb to the challenges
that plague it or embark on a transformative journey to rejuvenation and prosperity. By
adopting the proposed turnaround strategy, Seacrest Lodge can move toward
sustainable growth, profitability and restoration of its reputation as a premier vacation
destination. With strategic investments in renovation, enhanced guest experiences,
diversified revenue streams and prudent cost management, Seacrest Lodge can
emerge stronger, reclaiming its rightful place at the forefront of the coastal hospitality
landscape.
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FINAL GRADE GENERAL COMMENTS
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PAGE 1

PAGE 2

PAGE 3

PAGE 4

PAGE 5

Comment 1

The introductory statement provides a general overview of the coastal market without
delving into specific details

PAGE 6

Comment 2

While acknowledging the shift in customer preferences, the analysis could have been
benefited from more explicit examples or data supporting this claim.

Comment 3

While referencing guest reviews is valuable, a more detailed exploration of specific
criticisms and suggestions from guests would have been added depth to the analysis.

PAGE 7

Comment 4

The analysis provides a general overview of the increase in operating expenses, but it lacks
specific details or a breakdown of the cost components. context for evaluating efficiency.



. Comment 5

While highlighting the alarming shift in net income, the analysis could have been benefited
from exploring the specific factors or events contributing to this decline.

PAGE 8

. Comment 6

While recognizing the decline in revenue and occupancy rates, the analysis lacks a deeper
exploration of the reasons behind these trends.

@ Ccomment?

The analysis rightly points out the negative net income as a significant concern. To
strengthen this point, it would have been beneficial to explore specific strategies or actions
that Seacrest Lodge could take to reverse this trend.

PAGE 9

PAGE 10

PAGE 11

PAGE 12

PAGE 13

PAGE 14

GRADING FORM: FINANCE AS2 SEPT '23

ROBERTO- ALEXANDRU STERE §2

ENGAGEMENT WITH LITERATURE /10

Your work must be informed and supported by scholarly material that
is relevant to and focused on the task(s) set. You should provide
evidence that you have accessed an appropriate range of sources,




which may be academic, governmental and industrial; these sources
may include academic journal articles, textbooks, current news articles,
organisational documents, and websites. You should consider the
credibility of your sources; academic journals are normally highly
credible sources while websites require careful consideration/selection
and should be used sparingly. Any sources you use should be current
and up-to-date, mostly published within the last five years or so, though
seminal/important works in the field may be older. You must provide
evidence of your research/own reading throughout your work, using a
suitable referencing system, including 20 in-text citations in the main
body of your work and a reference list at the end of your work.

y‘ The engagement with academic sources in this 5
assignment could have been more diverse to
enrich the discussion. Evaluating perspectives
from various sources and critically analysing their
viewpoints would have strengthened the literature
review. Additionally, a deeper exploration of
relevant literature could have provided a stronger
foundation for the arguments by integrating
diverse ideas more comprehensively.

KNOWLEDGE & UNDERSTANDING /20

Knowledge relates to the facts, information and skills you have acquired
through your learning. You demonstrate your understanding by
interpreting the meaning of the facts and information (knowledge). This
means that you need to select and include in your work the concepts,
techniques, models, theories, etc. appropriate to the task(s) set. You
should be able to explain the theories, concepts, etc. to show your
understanding. Your mark/grade will also depend upon the extent to
which you demonstrate your knowledge and understanding. Guidance
specific to this assessment: Display a clear understanding of the key
reasons behind the decline in the business, along with the financial
implications and create a potential solution/turnaround strategy.




y"’ While the demonstration of knowledge was 1 1
adequate, a more profound understanding could
have been achieved by delving deeper into core
concepts. Exploring nuanced aspects and offering
examples to showcase a more comprehensive
grasp of the topics discussed would have added
depth to the arguments.

COGNITIVE AND INTELLECTUAL /40

Guidance specific to this assessment: accurately analyse the financial
performance of the business from the provided data and provide the
financial ratios that will enable you to make informed decisions on
potential turnaround strategies.

y‘ The exhibited cognitive skills were satisfactory; 21
however, enhancing critical analysis and synthesis
of information would have added more depth to
the discussion. Encouraging a deeper exploration
of alternative perspectives and presenting
thoughts with greater clarity could have elevated
the overall insightfulness of the assignment.

PRACTICAL SKILLS /20

Guidance specific to this assessment: you will need to consider
contemporary trends and themes that are occurring within hospitality
industry today, as well as demonstrating an understanding of current
socio-economic realities which are currently impacting the UK.

y" Integrating real-world examples or case studies to 1 0
illustrate theoretical concepts would have
strengthened the practical application of
knowledge. This approach would have not only



made the arguments more relevant but also
showcased a practical understanding of how
theories manifest in various contexts.

TRANSFERABLE SKILLS /10

Guidance specific to this assessment: You should write a reportin a
recognised format. All writing should be academic style, formal,
focused, concise and subject specific. It should use a font of Arial 12
point or Times New Roman 12 point, and have 1.5 line spacing. All
graphs, charts, and figures in the main body must be clearly referenced
beside or beneath. Where possible they should not be on separate
pages but should be incorporated within the text.

y" Transferable skills such as critical thinking, 5
research, and analytical skills are evident. To
further emphasize these skills, explicitly highlight
instances where these skills are applied and
discuss their relevance beyond the context of the
assignment.



