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The Seacrest Lodge, a renowned resort known for its scenic seaside setting and high occupancy rates, has experienced a decline in revenue and operating expenses over the past three years. The lodge's financial performance has been a concern, with a consistent decline in revenue from £1.2 million to £950,000 and an alarming increase in operating expenses from £900,000 to £1.1 million. This has led to a net income shift from a profit of £300,000 to a loss of £150,000. 
The lodge's financial difficulties can be attributed to operational factors such as a decreased average room rate (ARR) and a plummeting occupancy rate. This indicates a decrease in income generation, a potential loss in market share, and a misalignment with client expectations. The lodge's financial collapse highlights the urgent need for a strategic turnaround to address both internal inefficiencies and external market challenges that are harming its profitability and overall financial health. 
Key reasons behind the decline include the UK hotel industry's increased revenue, rising operational expenses, and inflation. Hotel service recovery is crucial for addressing service failures and customer complaints, and proactive review management on platforms like TripAdvisor is essential for maintaining a positive online reputation. 
Customer satisfaction with the services and amenities offered by The Seacrest Lodge is another important factor in its decline. Hotels must adapt to evolving guest expectations, such as electric vehicle chargers, mobile apps, loyalty programs, and effective complaint management, to mitigate customer loss and stay competitive. 
Ali et al. (2021) examines the factors influencing a customer's decision to switch hotels, focusing on the relationship between guest satisfaction and service quality. They use the SERVQUAL model to evaluate the relationship between empathy, reliability, responsiveness, assurance, and tangibles, emphasising the importance of understanding and meeting customer expectations to maintain satisfaction. 
The Seacrest Lodge's financial model involves estimating future bookings, determining revenue through pricing strategies, and accounting for yearly inflation adjustments. The lodge needs to calculate operational costs, including staff remuneration, consumables, transaction fees, and promotional expenditures. A comprehensive profit and loss statement and cash flow analysis are essential for assessing financial health indicators and establishing capital requirements. 
To develop a turnaround strategy, a financial analysis is performed based on income statements, balance sheets, and additional financial information. The revenue target for 2021 is £1,200,000, with operational expenses increasing from £900,000 to £1,100,000 (22% increase). To maintain net income, the lodge needs to generate £1,400,000 in 2024. To recover the loss from 2023, the lodge needs to generate an additional revenue of £150,000. 
The turnaround strategy includes reviewing and adjusting room rates, boosting occupancy rates, and controlling costs. Staff training, marketing campaigns, and partnerships with companies like LinkedIn, Tripadvisor, and Booking.com can help improve service quality and attract new guests. Operating costs increased by approximately 5% and 15% in 2022 and 2023, requiring a thorough review of all expenses to ensure service quality. 
Reputation management is crucial in the hospitality industry, as it significantly impacts a hotel's success and competitiveness. A robust service recovery process involves monitoring feedback, responding to reviews, addressing customer concerns proactively, and enhancing the guest experience. Addressing service failures effectively can lead to increased customer loyalty. Implementing immediate feedback tools like a property management system can help. Recommendations include reducing unnecessary usage of electricity, gas, water, and energy saving light bulbs; maintaining a constant indoor temperature; replacing duvets and curtains during winter; installing water-saving shower heads and taps; and introducing new revenue streams. 
A strategic overhaul is needed for the Seacrest Lodge to combat its financial and reputational downturn. Adjusting to market trends and consumer expectations, implementing cost-saving initiatives, and developing innovative revenue streams are essential for reestablishing the lodge as a top destination. 
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Case study: The Seacrest Lodge 
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This paper examines The Seacrest Lodge's current position in light of its decline over the last 3 years, the resort was recognised for its scenic seaside setting, which seemed to attract tourists from all over the world, so it met many guest requests for a perfect hideaway for anyone looking for peace and quiet amid breathtaking scenery. This distinguished lodge, known for its first-rate service and exquisite accommodations, had a period of soaring revenue and high occupancy rates but the last few years have been a stark contrast to its wealthy days. The Seacrest Lodge's performance has deteriorated, with diminishing income, occupancy rates, and a noticeable decrease in customer satisfaction. The lodge's future functioning is currently questionable due to major worries highlighted by the downturn concerning its long-term viability. This assignment main goal is to highlight the Seacrest Lodge's current position in light of these challenges to discover the underlying causes of the fall in reputation and profitability by conducting a detailed financial performance evaluation and market study. The report's ultimate purpose is to determine whether a strategic turnaround is feasible in order to revive the lodge's financial situation and restore its prestigious status as a top vacation destination. 
 
[bookmark: _Toc159867295]The Sacrest Lodges Financial Objectives performance 
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The financial performance of The Seacrest Lodge over the last three years has shown a worrying tendency an examination of the income statements from 2021 to 2023 reveals a consistent decline in revenue, from £1.2 million to £950,000, as well as an alarming increase in operating expenses, which have risen from £900,000 to £1.1 million, resulting in a net income shift from a profit of £300,000 to a loss of £150,000. 
The balance statement demonstrates the lodge's financial difficulty, with a dramatic reduction in cash and equivalents from £100,000 to £20,000 over two years. Furthermore, the property and equipment's initial worth of £2 million has depreciated by £200,000 by the end of 2023. Total assets have decreased from £2.15 million to £1.85 million, while equity has more than halved from £620,000 to £300,000 in the same time period. 
The additional financial information sheds light on operational factors contributing to the financial collapse. The Average Room Rate (ARR) has decreased from £260 to £210, and the occupancy rate has plummeted from 65 % to 50%. However, according to these data indicate not only a decrease in income generation, but also a potential loss in market share and misalignment with client expectations. 
This multi-year financial contraction highlights the lodge's urgent need for a strategy restore to address both internal inefficiencies and external market challenges that are harming its profitability and overall financial health. 
 
[bookmark: _Toc159867296]Key Reasons behind the decline  
 
According to Hickey et all. (2023), the UK hotel industry has seen an increase in revenue, with a considerable gain in average daily rates and robust market demand following the pandemic, demonstrating a resilient sector. This demonstrates that the decline in revenue for The Seacrest Lodge is not due to market demand, but rather to the services given and the amenities, which are indeed the issues raised by the reviews, indicating that the impact is internal rather than external and must be addressed. 
Hotel service recovery is a critical aspect of hospitality management, addressing service failures and customer complaints effectively to restore guest satisfaction. It involves listening to the guest, emphasising with their situation, fixing the issue promptly, and following up to ensure the resolution was satisfactory (Kim and So K.K.F, 2023). Effective service recovery can turn a negative experience into a loyal customer, and proactive review management on platforms like TripAdvisor (2024) is integral to maintaining a positive online reputation. Engaging with guest feedback publicly shows commitment to guest satisfaction and continuous improvement in service standards. 
Furthermore, this revenue growth is coupled with rising operational expenses, which have put pressure on operator margins despite the overall market demand remaining robust (Hickey et al., 2023). Operational costs for hotels in the UK have grown according to another source as well, Jones (2023), particularly in areas such as labour, utilities, and food and beverage costs. These costs are impacting gross operating profit and are expected to continue creating downward pressure on profitability. 
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Inflation in the UK has plateaued at 4.0% in January, with expectations of a resumed disinflation trend starting February and a forecasted return to the 2% target by April, despite a slight anticipated increase in the latter half of the year (Kupelian, Bond, 2024). 
Another important factor in key reasons of a hotel decline is the customer satisfactions whit the services and the amenities The Seacrest lodge offer as according to Shyju et all (2023) In the last couple of years the trends changed significatively, and customers demand hotels to keep up whit the new offerings, therefore implementing a data collection system help collecting the necessary data to fulfil the demands. According to Rowlands (2023) the reason Hotels are facing customer retention challenges is due to evolving guest expectations, such as the need for electric vehicle (EV) chargers, the convenience of mobile apps for booking and services, a robust online presence, loyalty programs, and effective complaint management. To mitigate customer loss and stay competitive, hotels must adopt these modern amenities and practices, with solutions like installing EV chargers and leveraging technology for improved guest experiences being pivotal for attracting and retaining customers. 
Ali et all. (2021) Examines the factors influencing a customer's decision to switch hotels, focusing on the relationship between guest satisfaction and service quality. It utilises a research model to hypothesize positive relationships between five dimensions of service quality (empathy, reliability, responsiveness, assurance, and tangibles) and customer satisfaction. A literature review reveals that while service quality is a complex and somewhat intangible concept, it is crucially shaped by these dimensions, which influence customers' perceptions and satisfaction levels. The study emphasises the need for hotels to understand and meet customer expectations to maintain satisfaction, using the SERVQUAL (Fripp, 2013) model as a framework for evaluation. 
[image: A diagram of quality

Description automatically generated]”SERVQUAL model” Ali et al. (2021). 
 
 
[bookmark: _Toc159867297]Turnaround strategy 
 
To be able to create a financial model for The Seacrest Lodge, a structured process that begins with estimating future bookings by predicting room availability and occupancy, factoring in seasonal and weekly patterns, this is followed by the determination of revenue through differentiated pricing strategies for various room types and additional services, while also accounting for yearly inflation adjustments (RGMS Llc 2023). The next phase involves the meticulous calculation of operational costs, which encompasses staff remuneration, consumables, transaction fees, and promotional expenditures. Subsequently, the development of a comprehensive profit and loss statement, as well as a cash flow analysis, is essential to assess financial health indicators and establish capital requirements. It is imperative to acknowledge that personnel costs often represent the majority of operational expenses. This formalised approach ensures a robust and dynamic financial planning tool tailored for hotel operations. 
To begin developing a turnaround strategy, we need to perform a financial analysis based on the given information of Income Statement, Balance Sheet and the Additional Financial information. To calculate the Breakeven point more details are needed such as: Fixed costs, variable costs, and price per unit (Schmit, 2020) therefore this Strategy is only based on the information provided by The Seacrest lounge and aims to match the revenue from 2021 and to recover the revenue lost in 2023. 
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Revenue Target for Matching 2021 Figures: 
Revenue in 2021: £1,200,000 
Operating Expenses in 2021: £900,000 
Net Income in 2021: £300,000 
Operational Cost Increase: 
They rise in proportion to the increase from 2021 to 2023, is from £900,000 to £1,100,000 (22% approximate increase). £900,000 x 122% = £1,100,000 
Revenue Needed to Maintain Net Income: 
To maintain a net income of £300,000 with the increased operational costs, the lodge would need to generate in 2024: 
Revenue = Operating Expenses + Net Income 
Revenue = £1,100,000 + £300,000 
Revenue = £1,400,000 
Additional Revenue to Recover Loss from 2023: 
The loss in 2023 was £150,000. To recover this in the next year, the lodge would need to generate an additional revenue of £150,000. 
Total Revenue Target for 2024: 
Total Revenue = Revenue to Maintain Net Income + Additional Revenue to Recover Loss 
Total Revenue = £1,400,000 + £150,000 
Total Revenue = £1,550,000 in 2024 
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Situation- The Average Room Rate (ARR) has decreased over the years even though the market is strong according to Jones (2023).  
Solution- Review the competition and market trends to adjust the ARR without compromising occupancy rates. What are the competition id doing why they are better then The Seacrest Lodge? 
Given the location is on the coast where the view is beautiful, and the new demographic strong social media presence can become an appealing location for millennials and gen Y, s this can improve online presence and awareness within the new generation current trends, such offering an outdoor area for reading or work from here socialising and serving tea or cold drinks during summer can add to the service offerings without enhancing the cost (Yvanovich, 2021). Millennials and Gen Z, poised to dominate the travel market, values socially and environmentally conscious travel, desires authentic experiences, and is comfortable with digital interaction, Therefore a leaning toward sustainability is highly appreciated by this generation (Diosi,2021). 
Additional advice- invest in a performed Revenue Management Software to maximise Average Room Rate. 
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Situation: Occupancy rates have declined from 65% to 50%.  
Investing in staff training to ensure a better service is delivered at every step can improve customer reviews and help spread positive word of mouth among possible new guests, also help retain current customers (Peters, 2022).  
Additional advice: Implement marketing campaigns creating a strong brand awareness, loyalty programs, and or partnerships with companies such as LinkedIn, Tripadvisor, Booking.com, or corporations for business travels can generate an increase occupancy. 
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Adjust room rates to market-based pricing to maximise revenue for the future goals. 
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Market based pricing Break even diagram (Moodle, 2024). 
Situation- The operating costs increased by approximately 5% in 2022 compared to 2021, and by approximately 15% in 2023 compared to 2022. Rigorously review all operating expenses for potential savings without sacrificing service quality of the service: 
· Review staff performances and decide whenever is time to replace, train or attract new and qualified employees (CIPD, 2024). 
· Review employee retention and programmes to reduce training cost and personal equipment cost (Crail, 2023). 
· Embrace technology digital experience is necessary to standout from competitor’s customers often take a virtual tour on company platforms and areas before booking a room (Hansen, 2024). 
· Maintaining amenities in good working and looking order 
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It is a critical aspect of the hospitality industry, where a hotel's reputation can significantly impact its success and competitiveness (Nyagadza et al., 2022). The service recovering process includes monitoring feedback across all platforms and with today fast paced trends especially online feedback, responding to reviews, addressing customer concerns proactively, and implementing measures that enhance the overall guest experience. 
In the hospitality industry, maintaining a positive reputation is crucial for a hotel's success, as it can significantly impact competitiveness (Nyagadza et al., 2022). A robust service recovery process is integral, involving active monitoring and responding to feedback across various platforms, including rapidly changing online trends. The service recovery paradox highlights that customers may become more loyal after a service failure if it is addressed effectively, underscoring the need for acknowledging errors, remedying issues, and offering compensation (Willott, 2019). The impact of recovery efforts can be affected by the problem's magnitude, service consistency, and the business's control over the issue. Implementing immediate feedback tools, such as a Property Management System is vital for capitalising on this paradox, ensuring swift resolution of customer concerns and potentially enhancing satisfaction and loyalty (Hotel Tech Support, 2024). 
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A strategic overhaul is required for the Seacrest Lodge in order to combat the financial and reputational downturn that it is experiencing. The enhancement of service quality, the utilisation of contemporary technology for the purpose of guest engagement, the efficient management of costs, and the enhancement of reputation through proactive feedback management are all essential components of revival. It is of the utmost importance to adjust to shifting market trends and the expectations of consumers, particularly in aspects pertaining to sustainability and digital offerings. When it comes to reestablishing the lodge as a top destination, the implementation of cost-saving initiatives and the development of innovative revenue streams will be critically important. The lodge's goal is to achieve both immediate recovery and sustained success in the highly competitive hospitality industry. 
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· Reducing unnecessary usage of electricity, gas, water can help drop the amount played for these services.  
· Replacing the light bulbs whit energy saving ones or changing the setting in the room from automatically switching on all light in the room to be done manually if the guest wishes.  
· Encouraging daylight to enter in the rooms and keeping the indoor temperature at a constant grade.  
· Replacing the duvets and the curtains during the winter months whit thicker ones can help reduce the heating cost.  
· Installing water saving shower heads and taps can reduce the usage of water therefor is leading to saving money. 
· Introduce new revenue streams such as local events, activities, and additional services. 
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Income Statement (in GBP)

Item 2021 2022 2023
Revenue £1,200,000 £1,100,000 £950,000
Operating Expenses £900,000 £950,000 £1,100,000
Net Income £300,000 £150,000 -£150,000
Balance Sheet (in GBP)
Asset/Liability 2021 2022 2023
Cash and Equivalents £100,000 £80,000 £20,000
Accounts Receivable £50,000 £40,000 £30,000
Property and Equipment £2,000,000 £2,000,000 £1,800,000
Total Assets £2,150,000 £2,120,000 £1,850,000
Accounts Payable £30,000 £40,000 £50,000
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
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Additional Financial Information:

« Average Room Rate (ARR):
« 2021: £260
o 2022: £240
« 2023:£210

« Occupancy Rate:
e 2021:65%
e 2022: 60%
e 2023: 50%




