The Seacrest Lodge: A Turnaround Strategy

Diana Tanase
2210013
Financial Management for the Hotel Industry
BMIH5007
Tristan Hawkins






















Executive Summary
In recent years, Seacrest Lodge, a prosperous resort located on a stunning beach, has witnessed a considerable fall in income, occupancy rates, and customer satisfaction. The resort's revenue has decreased from £1,200,000 in 2021 to £950,000 in 2023, indicating that the resort's currently precarious financial status is deteriorating. Customers are dissatisfied with the resort since its facilities are becoming increasingly obsolete. More damage is done to the lodge's reputation because of poor service quality. Both the lodge's current ratio and its debt-to-equity ratio are on the decline, which indicates that the lodge's financial circumstances are deteriorating. 

There are several causes that have contributed to the decrease, including economic factors, obsolete amenities, poor service quality, a lack of internet presence, and competitive pressure from newer types of competitors. Renovation and modernization, enhancement of service quality, digital marketing, experience-based services, activities to promote sustainability, fiscal management, and community participation are all potential components of a turnaround strategy. The Seacrest Lodge can reclaim its competitive edge and ensure long-term success in the highly competitive coastal market by concentrating on modernization, service quality, digital presence, one-of-a-kind experiences, sustainability, fiscal management, and community participation.



Table of Contents
Introduction
Market Analysis
· Competitive Landscape
· Changing Customer Preferences
· Customer Reviews
Financial Analysis
· Income Statement Analysis
· Balance Sheet Analysis
· Key Financial Ratios
· Financial Implications
Key Reasons for Decline
· Outdated Amenities and Infrastructure
· Service Quality Issues
· Lack of Digital Presence
· Economic Factors
· Competitive Pressure
Turnaround Strategy
· Renovation and Modernization
· Service Quality Improvement
· Digital Marketing and Online Presence
· Experience-Based Offerings
· Sustainability Initiatives
· Financial Management and Cost Control
· Community Engagement and Partnerships
Conclusion
References





Introduction
Located on a magnificent coastline, the Seacrest Lodge is a resort that features a restaurant, bar, and event facilities. It was once a booming destination for vacationers who were looking for luxury and relaxation during their time away from home. Despite this, the resort has experienced a major drop in income, occupancy rates, and overall client happiness over the course of the past few years. To identify whether a turnaround strategy has the potential to save the company, the owner has commissioned an evaluation. The Seacrest Lodge's financial performance over the past three years will be analysed in this report. The report will also identify the primary reasons behind the decline in profitability and develop a comprehensive turnaround strategy to revitalise the lodge's financial health and restore its reputation as a premier vacation destination.




















Market Analysis
Competitive Landscape
As a result of the presence of several more recent and contemporary resorts in the vicinity, the seaside market is quite competitive. A sizeable section of the target market is drawn to these competitors because they provide modernised amenities, sophisticated booking systems, and exceptional customer service. The competitors of Seacrest Lodge have also adopted digital marketing methods and formed relationships with online travel agents (OTAs), which has further increased their exposure and attractiveness (Pizam, 2010).
Changing Customer Preferences
According to Bowie and Buttle (2016), the hotel industry has witnessed a shift in customer preferences towards immersive travel experiences, individualised services, and environmentally responsible business practices. Today's travellers are looking for one-of-a-kind experiences, high-quality service, and environmentally responsible solutions. The reviews of Seacrest Lodge reveal that it has struggled to keep up with these evolving tastes. Many visitors have cited outdated amenities, poor service quality, and a lack of distinctive products as key negatives (Chen and Schwartz, 2013). Seacrest Lodge has struggled to compete with these evolving preferences.
Customer Reviews
An examination of the feedback provided by customers reveals that they have consistent issues regarding the quality of the service and the state of the amenities. According to Jeong and Oh (1998), some of the most common problems are obsolete room decor, inadequate maintenance, delayed service in the restaurant, and a general lack of current facilities. This decrease in new bookings and recurring clients can be attributed, in part, to the bad evaluations that have been posted (Anderson, 2012).









Financial Analysis
Income Statement Analysis
There is a concerning pattern that can be seen in the revenue statement for Seacrest Lodge from 2021 to 2023:
· Revenue: There has been a consistent decline in revenue, which has gone from £1,200,000 in 2021 to £950,000 in 2023.
· Operating Expenses: Beginning in 2021, operating expenses amounted at £900,000, but by 2023, they had climbed to £1,100,000.
· Net Income: From a loss of £150,000 in 2023 to a loss of £300,000 in 2021, the net income has decreased significantly.
Balance Sheet Analysis
A similarly unsettling picture emerges from the statistics shown on the balance sheet:
· Total Assets: From a total of £2,150,000 in 2021 to a total of £1,850,000 in 2023, complete assets have dropped.
· Total Liabilities: As of 2023, total liabilities have reached £1,550,000, which is a little rise from 2021's total liabilities of £1,530,000.
· Equity: There has been a huge decrease in equity, which went from £620,000 in 2021 to £300,000 in 2023.
Key Financial Ratios
Calculating several financial ratios allows us to acquire a more in-depth understanding:
Current Ratio: (Current Assets / Current Liabilities)
· 2021: £150,000 / £30,000 = 5.0
· 2022: £120,000 / £40,000 = 3.0
· 2023: £50,000 / £50,000 = 1.0
Debt-to-Equity Ratio: (Total Liabilities / Total Equity)
· 2021: £1,530,000 / £620,000 = 2.47
· 2022: £1,540,000 / £580,000 = 2.66
· 2023: £1,550,000 / £300,000 = 5.17
Operating Profit Margin: (Net Income / Revenue)
· 2021: £300,000 / £1,200,000 = 25%
· 2022: £150,000 / £1,100,000 = 13.6%
· 2023: -£150,000 / £950,000 = -15.8%


Occupancy Rate Trends:
· 2021: 65%
· 2022: 60%
· 2023: 50%
Average Room Rate (ARR):
· 2021: £260
· 2022: £240
· 2023: £210

Financial Implications
A decrease in revenue and an increase in running expenses have both contributed to the erosion of Seacrest Lodge's profitability. A decrease in the ability to cover short-term liabilities is indicated by the current ratio, whilst an increase in financial leverage and risk is suggested by the debt-to-equity ratio. According to Brigham and Ehrhardt (2013), the urgency of reversing the decline in profitability is highlighted by the fact that the operational profit margin in 2023 will be negative.
















Key Reasons for Decline
Outdated Amenities and Infrastructure:
Customers have expressed discontent with Seacrest Lodge's facilities since they have not been renovated to meet modern standards, which has resulted in unfavourable evaluations. According to Baker et al. (2000), potential visitors are significantly dissuaded from staying at rental properties that have outdated furnishings, a lack of maintenance, and a lack of modern comforts.
Service Quality Issues:
The reputation of the lodge has been further damaged because of the poor level of service that has been highlighted in customer evaluations. According to Kotler et al. (2017), falling levels of customer satisfaction can be attributed to several factors, including delayed service, unprofessional behaviour on the part of workers, and inadequate customer care.
Lack of Digital Presence:
In a market where competitors are making excellent use of digital platforms, the lodge's exposure has been limited because of insufficient digital marketing efforts and a weak online presence. It has been difficult for Seacrest Lodge to attract travellers who are proficient in technology because the establishment does not have a robust online booking system and does not engage in social media (Buhalis and Law, 2008).
Economic Factors:
It has been observed that the hospitality industry has been influenced by the broader economic climate, which includes inflation and shifting patterns of discretionary expenditure. According to Gossling et al.'s research from 2020, the COVID-19 pandemic had a lasting impact on travel behaviours and preferences, which contributed to a decrease in occupancy rates.
Competitive Pressure:
An increase in the number of resorts that are more contemporary and newer has led to an increase in the level of competition. According to Porter (1980), these companies provide greater amenities, services, and pricing methods that are more appealing to modern travellers.





Turnaround Strategy
Renovation and Modernization
It is of the utmost importance to make investments in the refurbishment and upgrade of the facilities at Seacrest Lodge. Among these are the modernization of the room's decor, the enhancement of maintenance, and the incorporation of contemporary conveniences such as high-speed internet, smart TVs, and environmentally friendly features. According to Chen (2010), when the lodge is improved in terms of both its visual appeal and its utility, it will be easier to attract and keep guests.
Service Quality Improvement
The implementation of comprehensive staff training programmes is necessary to improve the quality of service. Skills in customer service, hotel management, and problem-solving strategies ought to be the primary areas of concentration. According to Parasuraman et al. (1988), establishing a culture that emphasises quality and professionalism would result in enhanced experiences for guests and the generation of favourable feedback.
Digital Marketing and Online Presence
The development of a digital marketing plan that is solid is necessary to increase exposure and bookings. This includes the following:
· Website Optimization: It is necessary to redesign the website of the lodge so that it is user-friendly, responsive on mobile devices, and search engine optimisation (SEO) optimised (Chaffey and Ellis-Chadwick, 2019).
· Online Booking System: Putting in place an effective online booking system to simplify the process of making bookings and improve the overall experience for guests (Law et al., 2014).
· Social Media Engagement: According to Hudson and Thal (2013), actively connecting with future and previous guests on social media platforms to develop a long-term community and promote exclusive offers and events is an effective strategy.
· Partnerships with OTAs: According to Sigala et al. (2012), forming partnerships with online travel agents allows businesses to reach a larger audience and enhance the number of bookings they receive.




Experience-Based Offerings
Differentiating Seacrest Lodge from its rivals can be accomplished through the introduction of experience-based offerings. A few examples of them are:
· Wellness Programs: According to Smith and Puczkó (2014), businesses that cater to health-conscious travellers should include services such as spa treatments, yoga retreats, and wellness programmes.
· Adventure Activities: According to Pomfret and Bramwell (2016), one strategy for attracting thrill-seekers is to organise activities such as guided tours, water sports, and adventure activities.
· Culinary Experiences: To attract people who are enthusiastic about food, you may consider holding farm-to-table dining experiences, wine tastings, and culinary lessons (Wolf, 2002).
Sustainability Initiatives
Increasing the lodge's reputation and attracting tourists who are ecologically sensitive can be accomplished through the implementation of sustainability measures. Among the possible measures are:
· Energy Efficiency: According to Bohdanowicz (2006), upgrading to energy-efficient appliances and lighting is a clever idea.
· Waste Reduction: According to Jones et al. (2014), implementing recycling programmes and limiting the usage of single-use plastics are key.
· Eco-Friendly Practices: Using cleaning products that are favourable to the environment and encouraging people to practise water conservation (Graci and Dodds, 2008).
Financial Management and Cost Control
Improving fiscal management and maintaining cost control are both essential steps in the process of regaining profitability. It is important to note that:
· Expense Monitoring: According to Horngren et al. (2012), maintaining a regular evaluation and monitoring of expenses to find chances for cost reduction.
· Revenue Management: According to Hanks et al. (2002), implementing dynamic pricing systems to optimise room rates using demand and seasonality as the primary factors.
· Debt Restructuring: It is recommended to investigate the possibility of reorganising or refinancing existing debt to decrease interest payments and enhance cash flow (Damodaran, 2012).


Community Engagement and Partnerships
Enhancing the lodge's appeal and contributing to the growth of the local economy can be accomplished through the establishment of strategic partnerships and the cultivation of mutually beneficial connections with the community. This includes the following:
· Local Collaborations: According to Mitchell and Hall (2003), forming partnerships with local businesses, artists, and service providers to provide people with one-of-a-kind experiences and products.
· Community Events: To develop goodwill and attract local tourists, it is important to host community events, festivals, and cultural activities (Getz, 2008 and others).





















Conclusion
It is conceivable to revitalise the Seacrest Lodge and regain its status as a leading holiday destination if a comprehensive turnaround strategy is implemented. The Seacrest Lodge is now facing tremendous obstacles; however, it is possible to do so. Seacrest Lodge has the potential to reclaim its competitive edge and acquire a customer base that is loyal to the brand by concentrating on restoration and modernization, improving the quality of service, enhancing digital presence, providing one-of-a-kind experiences, adopting sustainability initiatives, and tightening fiscal management. The adoption of these adjustments will not only result in an improvement in financial performance, but it will also guarantee long-term survival and success in the coastal sector, which is notoriously competitive.
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