
CASE STUDY: THE SEACREST LODGE




Contents
Executive Summary	4
Introduction	0
Investment and Asset Reduction	0
Stagnant Debt	0
Revenue Decline	0
Pricing Strategy and Occupancy Rates	1
Main Body	1
Conclusion	4
Recommendations	4
Reference List	7
Appendix	9
Figure 1: Income statement and balance Sheet (Financial Management for the Hotel Industry, 2024).	9
Figure 4: Statistics of sustainable holiday choices (Statista Research Department, 2023)	11
Figure 5: Structured Hotel Cost Control (Landman, 2024)	11
 Figure 6: Static and Dynamic Pricing Elphick (2024)	12
Figure 7: Forecasting Kun (2024)	12





[bookmark: _Toc167709036]Executive Summary

Seacrest Lodge has seen revenue drop from £1.2 million to £950,000 and expenses rise from £900,000 to £1.1 million over three years, turning a £300,000 profit into a £150,000 loss. Declining room rates and occupancy suggest a need for strategic change to address market shifts and customer expectations. Recovery strategies include adjusting pricing, enhancing service quality, managing costs, and leveraging partnerships and online reputation management. Financial targets for 2024 aim for £1.4 million in revenue to offset recent losses and ensure profitability. Effective cost control and innovative revenue generation are key to the lodge’s revival.
In this report there will be various steps to be discussed to improve financial efficiency for Sacred Lodge Resort, several specific cost-saving initiatives can be implemented: energy efficiency, water conservation, waste management, and technology optimization: utilizing technology for automated check-ins and digital concierge services can streamline operations and reduce staffing needs, staff training and cross-training, effective purchasing strategies, maintenance and preventive measures, leveraging word of mouth, sustainable practices not only save costs but also appeal to environmentally conscious consumers, potentially increasing patronage.
These strategies can help in reducing operational costs while maintaining or even enhancing the guest experience. It’s important to assess each initiative’s impact on service quality to ensure that cost-cutting measures do not negatively affect the guest’s stay and the recovery of the resort.
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This report will assess the financial situation of Seacrest Lodge Hotel from 2021 to 2023 and its reasons for the decline in revenue, occupancy rates, and customer satisfaction. As a coastal location for vacation, Seacrest Lodge had been a good resort with a lot of popularity, but as the financial statements suggest in the last three years the resort has suffered a significant downfall and the client's reviews are not even close to satisfactory due to lack of development and lack of newer more modern amenities. 
[bookmark: _Toc167709038]Investment and Asset Reduction 
[bookmark: _Hlk167463679]The financial trajectory of Seacrest Lodge over the past three years presents a disturbing tendency, the company’s reduction in property and equipment investments by approximately £200,000 from 2021 to 2023 could indicate a strategic shift away from development or an inability to maintain or acquire new assets. This contraction might suggest financial distress or a re-evaluation of the company’s long-term asset management strategy (Figure 1).
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While not increasing, the constant debt level of £150,000 is also not decreasing, which could be a sign of the company’s struggle to generate enough cash flow to reduce its liabilities. This stagnant debt could be a burden on the company’s financial health, especially if it is coupled with declining revenues and investments (Figure 1).
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The revenue decline of £100,000 from 2021 to 2022, followed by a further drop of £150,000 from 2022 to 2023, is particularly alarming. This consistent downturn in revenue could be symptomatic of underlying issues such as decreased market demand, increased competition, or ineffective pricing strategies (Figure 1).
Cash and Equivalents 
The significant drop in cash and equivalents by £20,000 from 2021 to 2022, followed by a drastic decrease of £60,000 in 2023, is a red flag for liquidity issues. The decline in Seacrest Lodge’s cash reserves could compromise its ability to meet short-term obligations and invest in growth opportunities (Figure 1).
[bookmark: _Toc167709041]Pricing Strategy and Occupancy Rates 
The decrease in the average room rate from £260 to £210, alongside a 15% drop-in occupancy rates from 65% to 50%, raises questions about the company’s pricing strategy. The lower room rates may have been an attempt to stimulate demand, but the simultaneous decline in occupancy suggests that this strategy did not yield the desired results, potentially due to external factors or misalignment with customer expectations (Figure 2). 
ANDERS JOHANSSON (2023) points out that, the law of supply and demand states that higher prices typically decrease demand but increase supply, and lower prices increase demand but decrease supply. However, in the hotel industry, room supply is fixed in the short term and doesn’t immediately respond to price changes. Demand for rooms is driven by destination attractions, not prices. Over time, sustained high prices may encourage more hotel construction, balancing supply, and demand. Hotels should focus on maximizing total revenue through excellent service and guest experience rather than just aiming for full occupancy. Maximizing revenue involves both attracting more guests and enhancing the value of each guest’s stay.
In Sacred Lodge's case, lowering the prices of its rooms from 2021 to 2023 hasn’t had a positive impact due to outdated amenities, more modern hotels and resorts that appeared in the area, and clients changing their perspective of travelling to more sustainable and eco-friendly holiday travel areas. 
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Martin (p.8, 2019) points out that several factors can improve and maintain the net profit of a hotel, such as upgrading the overall quality of the hotel to satisfy customer's needs and desires, sales techniques such as upselling and conversion or enquiries, budgeting and forecasting performances of the hotel, different revenue streams and options that the company can access and of course, fixed costs and expenses that need to be monitored. 
In the case of The Seacrest Lodge, it is essential to prioritise enhancing hotel quality and retaining existing customers. Acknowledging and incorporating customer feedback for necessary improvements is imperative for financial success. As such, analysing the outside factors that made the Sacred Lodge an unpleasant place to visit is imperative, customers have different preferences when it comes to travelling and its destination and, they are more focused on easy, accessible, luxurious, and eco-friendly establishments.
Education Leaves (2021) examines risk management, emphasizing crucial steps such as risk identification, root cause analysis, and proactive measures implementation. At The Seacrest Lodge, primary risks include persistent long-term debt and the looming threat of closure due to dwindling customer numbers or competition with superior facilities.
Cvent (2024) suggests that sustainability is advantageous for hotels, while aligning environmental responsibility with economic efficiency is commendable, it’s essential to examine whether the implied cost savings from green practices are substantial enough to offset the initial investment costs. Additionally, while reducing resource consumption does minimize a hotel’s ecological footprint, the overall effectiveness depends on the scale of implementation and the hotel’s commitment to comprehensive sustainability. The claim that eco-conscious travellers appreciate environmentally friendly practices is generally true, yet it’s crucial to evaluate if this appreciation translates into increased patronage and loyalty. Moreover, the role of initiatives like TripAdvisor’s Green Leaders Programme in highlighting eco-friendly hotels raises questions about the criteria used for such endorsements and whether they truly reflect a hotel’s sustainability or are more of a marketing tool.
In today's society, and after COVID-19, people realised that taking care of themselves and the environment was more important than a random vacation somewhere, trends set by different social media platforms have pushed clients to choose carefully where they will have their next vacation. 
Liu (2022) and Statista Research Department (2023) point out that in the 2022 study, 78 per cent of respondents indicated that they intended to book sustainable accommodation options in the following year, showing a general rising trend towards a greater disposition amongst travellers to seek out sustainable accommodation options. This positive movement is not limited to environmental sustainability but also local economies and cultures (Figure 3, Figure 4).
According to Hyken (2022), it is imperative for hotels not only to offer top-notch customer service, but also to ensure that guests have positive interactions when engaging with the hotel's website for bookings, receiving promotional emails, accepting thank-you gifts, and browsing through social media platforms for reviews.
 Several other external factors might have impacted the drastic changes that Sacred Lodged faced such as an increase in prices for the food and beverage departments, and an increase in National Living Wages and utility costs these changes doubled from 2019 to 2023 and affected the hospitality industry in full. 
Jones (2023) points out that employment costs per occupied hotel room have risen by 15% post-COVID, influenced by a 16% hike in the National Living Wage, staffing shortages, and lower occupancy, set to rise further, payroll expenses are expected to increase by at least 10% in 2023, impacting regional hotel profitability and escalating with growing occupancy. Utility costs per available room in UK hotels have doubled from approximately £5 to £10 despite the Energy Bill Relief Scheme, with an average annual increase of over 60% post-COVID, these costs are expected to stay high, averaging £6.40 to £8.00 throughout 2023, impacting profitability. As for Food and Beverage in 2022, the cost of sales rose by nearly 3% compared to 2019, it’s expected to climb another 2-3% before decreasing. To preserve margins, hotels must innovate, optimising costs, and re-engineer menus, returning meetings and conference volumes should provide additional revenue opportunities to mitigate the impact of these continuing increased costs (Figure 7).
All these price rises and the slow recovery of the hotel industry post-COVID have impacted many businesses, employees search for different options of work many opting for remote jobs or shorter working hours, expecting, or requesting high salaries, better holidays, or better training options. In Sacred Lodge’s hotel case operating expenses have increased significantly and the reasons might be the staffing shortages and employment costs, however, customer reviews tend to point to outdated amenities and a lack of development of the resort overall.
[bookmark: _Hlk167696471]Elphick (2024) and Fanawala (2024)  discuss several ideas for hotels to implement several specific cost-saving strategies to address rising expenses: analyse all expenses to identify areas where costs can be reduced without affecting the quality of service, adjust resource utilization by training staff to perform multiple roles, which can provide flexibility and reduce dependency on agency staff, use of technology to streamline operations, manage guest data, and reduce operating costs: this includes implementing property management systems, energy management systems, and automated check-in kiosks, lower electricity and water costs by adopting sustainable practices such as energy-efficient lighting, water-saving fixtures, and renewable energy sources, focus on digital marketing and leverage social media to reach potential guests at a lower cost, regularly maintain appliances and infrastructure to prevent costly repairs, talk to suppliers to negotiate better prices or bulk discounts for goods and services, influence word of mouth, make full use of the hotel’s floor space by repurposing underutilized areas for events, meetings, or other revenue-generating activities, optimize labour scheduling based on occupancy forecasts to ensure staff is utilized efficiently without compromising guest service (Figure 5, Figure6).
By implementing these strategies or at least some of them, Sacred Lodge could better manage their expenses and maintain profitability even in the face of economic challenges. Reducing costs while training their staff in different departments, utilizing the coastal terrain that they own as a resort to attract customers etc. 
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Seacrest Lodge needs a strategic revamp to address its financial and reputational challenges. The key to recovery is improving service quality, embracing modern technology for guest interaction, managing costs effectively, and building reputation through active feedback. Adapting to market trends and consumer expectations, especially regarding sustainability and digital services, is crucial. Cost-saving measures and new revenue opportunities are vital for the lodge’s immediate turnaround and long-term success in the competitive hospitality sector.
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Wijayasinha (2021) points out that understanding factors and trends in the category, customers' buying behaviour, and the competitive landscape will assist in developing realistic goals, crafting compelling messaging that resonates with the target audience, and identifying the appropriate channels for reaching them and that it is essential to anticipate potential risks in advance, as not everything may unfold as planned. Having a rigid plan with significant fixed costs, such as deposits or minimum spending, can restrict flexibility and lead to challenges when unexpected circumstances arise, such as shifting market conditions or the emergence of new competitors. 
In The Seacrest Lodge situation, a vigorous marketing plan can offer a competitive edge when implemented with a strategic and measured approach to effectively attract customers. Achieving set targets successfully allows for the replication of the strategy in future endeavours. 
As Smith (2024) discusses, marketing planning is a critical ongoing activity that should be spearheaded by the head of marketing throughout the year, optimizing based on current circumstances, exploring new opportunities, and adapting to changes in customer behaviour, emerging competition, and other factors.
Another solution for The Seacrest Lodge would be to switch its marketing targets towards families with children and, allow those customers to have eco-friendly activities since the location of the business is near a coastline the company can benefit from the positive reaction of clients who find them eco-friendly and can attract more guests. Activities such as cleaning the coastline, fishing, and learning from the local community can boost the business's net profits immensely. 
Dodds's (2024) publication highlights the significance of travelling with children as a crucial method for promoting the transition towards more sustainable travel practices. Exposing children to sustainability issues at a young age can cultivate their advocacy for pressing global concerns, including waste management, climate change, and equity. 
Through active participation in sustainable activities, children can enhance their problem-solving abilities and foster independence. Involving parents and other family members in these endeavours can further support children in comprehending the significance of self-sustaining practices.
Retail Dogma (2023) points out that there are two techniques commonly used in increasing a company’s sales, one is upselling which involves the original product being switched to an upgraded, higher-valued product, and the second method is cross-selling, and it involves adding other relevant products to the original product.
In the current company’s situation upselling with only be possible after investing in the hotel rooms, having perhaps a variety to choose from, a classic bedroom, a deluxe and perhaps a king-size bedroom. As for cross-selling, the owner should have to invest in its restaurant and event facilities to be able to offer more to its customers. A breakfast in bed and an afternoon tea for the customers who book the night, perhaps thinking of adding a spa in the renovation process or a gym depending on the size of the lodge and its amenities already available. 
SAM (2020) points out that, to ensure safety, businesses must implement foundational preventative measures and update their Food Safety Management System to include frequent deep cleans and new virucidal products. Staff returning from absence need updated training on new procedures. Social distancing measures may include reduced customer capacity, outdoor seating, and PPE use. 
For Sacred Lodge Resort these might have posed challenges for the social aspect of dining and business viability. These precautions had to be temporary, and decisions should have been guided by common sense, balancing safety with practicality.
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• Average Room Rate (ARR): • 2021: £260 
                                                • 2022: £240 
                                                • 2023: £210
• Occupancy Rate: • 2021: 65% 
                               • 2022: 60% 
                               • 2023: 50% Figure 2:  Room rate and occupancy rate (Financial Management for the Hotel Industry, 2024).
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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
Asset/Liability 2021 2022 2023
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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