[image: A white background with black and blue lines

Description automatically generated]








Report
BMIH5007
Financial Management for the Hotel Industry



Jaliya de Silva





Amanioaei Eliza Andreea
2216057
Word count: 2081


  Executive Summary 
This report seeks to assess the current financial and operational challenges confronting The Seacrest Lodge, a once-famous vacation destination that is now facing a perilous downturn. Our investigation focuses on the lodge's deteriorating financial performance, which includes consistent declines in revenue and occupancy rates, as well as rising operating costs. These difficulties are exacerbated by the changing dynamics of a competitive coastal market, in which consumer preferences are rapidly shifting away from what The Seacrest Lodge currently offers in terms of service quality and amenities. 
Key findings indicate that the lodge's declining appeal is due to outdated facilities, poor customer service, and a failure to adapt to the digital marketing environment. Revenue management has failed to keep up with the shifting sands, resulting in a precarious financial situation. To reintroduce the lodge's former charm and operational viability, we propose a comprehensive strategic plan. 
The recommended course of action includes extensive operational improvements, particularly the refurbishment of ageing infrastructure and the integration of advanced technology systems to increase operational efficiency. It is also critical to enhance the customer experience by offering personalised services and unique offerings that meet the needs of today's travellers. Strategic market repositioning will be critical, with strong digital marketing initiatives aimed at capturing new customer segments. Finally, prudent financial management strategies, such as dynamic pricing and cost containment, are recommended to stabilise and eventually revitalise the lodge's financial situation. To reclaim its position as a premier destination, The Seacrest Lodge must implement these strategies immediately and decisively.
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Introduction 
The Seacrest Lodge, once a beacon of luxury on the coast, has struggled with dwindling patronage in a highly competitive market. The lodge, once known for its opulence and tranquil setting, is now confronted with the reality of changing customer preferences as well as a decline in service quality and amenities. This report seeks to dissect the financial quandaries that haunt its legacy, identify the root causes of its profitability slump, and devise a strategic plan to restore The Seacrest Lodge to its former glory. The goal, with a rejuvenation focus, is to shift from survival to renewed prosperity.

Market Analysis 
Competitive Landscape and Technological Advancements
The hospitality industry is changing dramatically as a result of technological disruptions. The Internet of Things (IoT), artificial intelligence (AI), and advanced analytical capabilities are transforming industry structures and guest experiences. Buhalis et al. (2019) emphasise the impact of these technologies in tourism and hospitality, emphasising the shift towards extra-sensory, hyper-personalized, and non-automation experiences. These advancements have set new standards for traditional establishments like The Seacrest Lodge, necessitating a strategic response to remain competitive (Buhalis et al., 2019).
Shift in Customer Preferences
Customer preferences have shifted, with an increased demand for environmentally friendly practices, innovative amenities, and personalised experiences. The integration of sustainability, circular economy, bioeconomy, and environmental management has become critical in the hospitality industry. Scholz, Vrabcová, Linderová, and Kotouckova (2023) discovered that higher-classified guesthouses use more environmentally friendly operating practices, indicating a direct link between sustainability efforts and guest satisfaction. This trend emphasises the importance of implementing green practices to meet the expectations of environmentally conscious travellers (Scholz et al., 2023). 
Furthermore, the use of Virtual Reality (VR) and artificial intelligence (AI) to personalise guest experiences has grown in popularity, altering guests' expectations and journeys through hospitality services. Marković and Gjurašić (2020) discuss how front-line employees use data and technology to create personalised guest experiences, highlighting the importance of technology in improving customer satisfaction. 
Adapting to Market Dynamics
To successfully navigate these market dynamics, The Seacrest Lodge must embrace technological innovations as well as sustainable practices. Integrating smart technologies and green practices can significantly improve guest experiences and operational efficiencies, establishing the lodge as a forward-thinking and environmentally conscious destination. The use of AI and IoT for personalised services, combined with sustainable operations, aligns with current trends influencing guest preferences and competitive advantage in the hospitality industry (Njoroge, 2019). 
The competitive landscape and changing customer preferences highlight the need for The Seacrest Lodge to adapt to technological advancements and sustainability trends. Embracing these changes is about more than just staying relevant; it's about seizing new opportunities for growth, differentiation, and improving the overall guest experience. By incorporating these insights into its strategic approach, The Seacrest Lodge can position itself for success in a rapidly evolving hospitality market.

Financial Analysis 
Overview of Financial Health
Over the last three years, The Seacrest Lodge's financial health has shown a concerning trend. A review of the income statement reveals a consistent decline in revenue from £1,200,000 in 2021 to £950,000 in 2023, as well as an increase in operating expenses from £900,000 to £1,100,000 in the same period. This financial trajectory has resulted in a decline from a net income of £300,000 in 2021 to a net loss of £150,000 in 2023. The balance sheet also shows a weakening position, with a significant decrease in equity from £620,000 to £300,000, raising concerns about the lodge's long-term viability.
Financial Ratios and Profitability Concerns
Key financial ratios shed light on the severity of these concerns. The average room rate (ARR) has dropped from £260 in 2021 to £210 in 2023, indicating either a deliberate pricing strategy or a market-driven need to lower rates. Concurrently, the occupancy rate fell from 65% to 50% during the same period. These figures suggest a decline in Revenue Per Available Room (RevPAR), a critical metric in the hospitality industry that indicates underperformance in both pricing strategy and asset utilisation (Dube, Nhamo, & Chikodzi, 2020).
Inefficiencies and Budgeting Practices
The increase in operating expenses in the face of declining revenue indicates inefficiencies in budgeting practices. There appears to be a misalignment between expenses and revenue generation, which suggests potential overspending or a failure to adjust the cost structure in response to decreased demand. Effective budget management would require a thorough review of all cost lines, prioritising variable costs that can be directly controlled, and pursuing economies of scale or scope wherever possible (Meeroff, Scarlatos, Bloetscher, & Sobel, 2020).

Recommendations for Financial Improvement
To address these issues, The Seacrest Lodge must consider a multi-faceted approach:
· Cost Rationalization: Identify unnecessary expenses and apply cost-cutting strategies while maintaining service quality.
· Revenue Management: Review pricing strategies, such as dynamic pricing models, to maximise Average Room Rate (ARR) and Revenue Per Available Room (RevPAR).
· Operational Efficiency: Improve operational efficiency by optimising processes and adopting technologies to increase productivity and guest satisfaction, potentially leading to higher rates and increased occupancy.
The Seacrest Lodge is at a crucial point where prompt action is needed to reverse the unfavourable financial patterns. By emphasising cost rationalisation, revenue management, and operational efficiency, there is a chance to enhance the lodge's financial status and prepare it for long-term sustainability.

5. Risk Management and Mitigation Strategies
Identifying Risks
The Seacrest Lodge is exposed to various risks such as operational inefficiencies, market volatility, and financial instability. The recent decrease in revenue and net income, coupled with a drop in occupancy rates, underscores these weaknesses. Singal (2015) found that the hospitality industry usually has higher leverage, risk, and capital intensity compared to other sectors, requiring strong risk management strategies.
Risk Management Strategies
Diversifying revenue streams can help reduce these risks. Breier et al. (2020) emphasised that business model innovation is crucial during crises, as companies create new revenue sources to improve liquidity. One way for The Seacrest Lodge to expand is by incorporating virtual event hosting or collaborating with nearby attractions to create package deals. 
Enhancing operational efficiency is crucial. Bendoly's (2013) study highlights the significance of well-informed decision-making for maximising pricing and inventory control in revenue management systems. The Seacrest Lodge could utilise sophisticated revenue management systems to predict demand more accurately and adjust pricing in real time. 
Market research is essential for comprehending and predicting customer needs. Foroudi (2020) emphasises the importance of supporting and providing resources for consumers to protect themselves and adopt new beliefs during crises such as COVID-19. Conducting market research can uncover new consumer trends, allowing the lodge to adjust its services accordingly. 
The Seacrest Lodge should diversify revenue streams, enhance operational efficiency, and invest in market research to effectively manage and reduce risks. Implementing these strategies can enhance the lodge's ability to withstand market fluctuations and financial uncertainty, preparing it for recovery and ensuring long-term stability.

Turnaround Strategy for Revitalization
Operational Improvements
The Seacrest Lodge should modernise its facilities to improve operational efficiency and service quality. Ip et al. (2011) highlight the importance of information and communication technologies (ICTs) in enhancing service operations in the hospitality industry. They propose that enhancing system infrastructure can result in improved service provision and reduced costs. For example, implementing intelligent room technologies, such as those used by Hilton in their Connected Room concept, can customise the guest experience and enhance operational efficiencies.
Customer Experience Enhancements
Enhancing customer experience can be achieved by providing distinctive packages and leveraging technology to deliver personalised services. The Seacrest Lodge could implement AI-powered concierge services similar to the Cosmopolitan of Las Vegas, which enhanced guest interactions and satisfaction with the chatbot, Rose (Imad, 2019). Customised experiences using data analytics can improve guest satisfaction and loyalty, as demonstrated by Marriott's utilisation of CRM systems to offer personalised deals (Melián-González & Bulchand-Gidumal, 2016).
Marketing Strategies
The Seacrest Lodge should shift its marketing strategy towards digital marketing and focus on reaching new customer segments. Digital platforms offer direct engagement with guests and allow for personalised marketing messages. Independent hotels in college towns have achieved success by utilising strategic social media and digital marketing to attract both local and international guests (Alonso & O'Neill, 2009).
Financial Strategies
Utilise financial strategies like dynamic pricing to optimise revenue. Integrating revenue management systems, similar to those utilised by prominent hotel chains, can predict demand, and modify pricing to optimise revenue. Small and medium-sized hotels in Korea have seen enhanced financial performance by implementing revenue management practices, as indicated by Ham, Kim, & Jeong (2005). The Seacrest Lodge could implement comparable systems to improve its profitability. 
The Seacrest Lodge can enhance its operations by renovating facilities with ICT upgrades, enhancing customer experiences with personalised services, repositioning through digital marketing, and implementing dynamic pricing strategies for revenue maximisation. The strategies, based on successful industry implementations, offer a roadmap for the lodge to improve its financial health and reputation. 
Implementation Plan
An organised implementation plan is crucial for The Seacrest Lodge. Phase one focuses on stabilisation and efficiency through technological upgrades and staff training in the first six months, supervised by management with monthly evaluations. Emulating IBM UK's example, this strategy is expected to lead to a steady stabilisation and expansion (Balgobin & Pandit, 2001).

Over the next six months, the focus will be on strategic growth and marketing campaigns, utilising successful digital marketing strategies from the hospitality industry and implementing dynamic pricing and revenue management systems that have enhanced financial performance in hotels.

On the other hand, the example of T. Eaton Co. Ltd., a large Canadian retail company, acts as a warning. Eaton's downfall was a result of its failure to adjust its business model in accordance with market shifts. Eaton's failure to update its marketing strategy and operational practices led to a decline in market share and eventual closure, unlike Hudson's Bay Company and Canadian Tyre (Sheppard & Chowdhury, 2005). This highlights the significance of the suggested modifications for The Seacrest Lodge.

Post-one-year will require ongoing assessment and modification to guarantee sustained stability and expansion. Management plays a crucial role in the continuous assessment and adjustment process, while staff actively provide insights for enhancements. 

Implementation Plan
An organised implementation plan is crucial for The Seacrest Lodge. During the initial six months, the first phase focuses on stabilising and enhancing efficiency through technological improvements and staff training, supervised by management with monthly evaluations. Emulating IBM UK's strategy should lead to a steady stabilisation and expansion, as suggested by Balgobin & Pandit (2001).
Over the next six months, the focus will be on strategic growth and marketing campaigns, utilising successful digital marketing strategies from the hospitality industry and implementing dynamic pricing and revenue management systems that have enhanced financial performance in hotels.
On the other hand, the situation of T. Eaton Co. Ltd., a large Canadian retail company, acts as a warning example. Eaton's downfall was a result of its failure to adjust its business model in accordance with market shifts. Eaton's failure to update its marketing strategy and operational practices led to a decline in market share and ultimately led to its closure, unlike Hudson's Bay Company and Canadian Tyre (Sheppard & Chowdhury, 2005). This highlights the significance of the suggested modifications for The Seacrest Lodge.
Post-one-year will require ongoing assessment and modification to guarantee sustained stability and expansion. Management plays a crucial role in the continuous assessment and adjustment process, while staff actively provide insights for improvements.
Conclusion 
The strategies suggested for The Seacrest Lodge are essential for its rejuvenation. Implementing operational improvements, enhancing customer experience, innovative marketing strategies, and dynamic financial management are crucial for reversing current trends. Urgent action is necessary; stakeholders need to fully commit to these changes to tackle the critical financial and operational challenges. Being actively involved in this change process will be crucial in improving the lodge's financial performance and competitive position, guaranteeing its longevity and future achievements.
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