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[bookmark: _Toc7336409]Executive Summary
The purpose of this report is to carry out in-depth research and discuss the findings of the managerial practices that are implemented by Merlin Entertainments within the Legoland Resort. The report is comprised of three main sections that will examine different areas of the company. Section one covers an environmental analysis by conducting both a PEST and SWOT analysis and discussing how the findings affect the company currently and in the future. Section two sees a financial audit of the organisation, this will find an analysis of the financial booking sheets and a discussion of the company’s Key Performance Indicator’s and SMART objectives. These will indicate Merlin’s main points of interest financially. The company’s booking sheets will be evaluated by calculating the ratios and analysing the results to understand the current financial state of Merlin Entertainments. The last section will see a performance management audit which will cover the recruitment and selection practices of Legoland. Discussion of their equality and diversity procedures will be carried out with further discussion of their performance management practices. Lastly, the exploration of the performance management and how Legoland implement their ideas of employee interaction will be examined. It was found that these three individual sections all have strong links that connect them together. This suggests that for a company to perform well, all aspects need to be carefully monitored and managed in a flexible manner for the organisation to perform successfully. 







1.1. [bookmark: _Toc7336410]Introduction
Legoland is a theme park based in Windsor. The resort is owned and operated by Merlin Entertainments, an attractions company. The park comprises of a theme park and a hotel resort evidently based around the children’s toy LEGO and thus aimed towards families and children between the ages of 3 and 12. This report will review and discuss three managerial areas of Legoland to analyse their performance as an organisation. Initially an analysis in to the surrounding economic environment will be carried out in the form of a PEST and SWOT analysis. Following will be an in-depth financial audit of the Merlin Entertainment accounts that will be compared to previous years with further discussions of Key Performance Indicators and SMART objectives set by the organisation. Finally, an analysis of Merlin Entertainment’s Human Resource practices will be carried out by examining the recruitment and selection process, their equality and diversity standards and the performance management of the park’s employees. 











[bookmark: _Toc7336411]2.1. Environmental Analysis
This section will see an environmental analysis that discusses the external factors that may influence the internal environment around Legoland and Merlin Entertainments. An environmental analysis gathers information surrounding an organisation and then discusses the possible impacts the findings may have both directly and indirectly. It is beneficial to the organisation to carry out such investigations, as it highlights areas of which may be a threat or possible opportunity for the organisation to initiate adaptation to the external environment (Kourteli, 2000). 
[bookmark: _Toc7336412]2.2. External Impacts
A current significant factor effecting the entirety of the United Kingdom is Brexit. The uncertainty of what may happen after leaving the European Union is prevalent thought throughout the tourism sector. There are many conflicting theories as to whether the country will be in a better or worse off situation, but there is no definite outcome yet. However, as it stands, it is a possibility that Brexit could cause a negative impact on the value of the British pound (BBC, 2019). This could have a knock-on effect to numerous areas of the UK including Merlin Entertainments. The fall of the pound could result in Legoland losing out on capital particularly when dealing with over-seas clients for high-cost integral items such as ride parts. In general, goods and such could become more expensive and difficult for the organisation to obtain due to potential changes with the boarder operations, possibly resulting in the loss of money. This perceived instability of the country could additionally lead to external companies being less likely to invest in UK organisations which may have reflected in Merlin Entertainments shares which have recently dropped (Telegraph, 2019). 
The decline of the pound may result in the British getting less for their money in other currencies, however there is still the possibility of some positive impacts on the economy. With the fall of the exchange rates, tourists could receive more for their money in exchange, which may encourage more visitors to travel to the UK and visit some Merlin Entertainment attractions. This could result in greater international footfall and revenue for Merlin Entertainments. Arguably, the public may become more hesitant with spending their money as studies show that consumers will reduce their spend on travel and tourism when money becomes stricter (Deloitte, 2017). This may not necessarily be entirely negative for the organisation as this may influence the public to stay within the UK. As it could become more expensive for the British to go on holiday, it could result in more people remaining home and holidaying in resorts such as Legoland. 

The United Kingdom’s unemployment rate is currently at a low of 3.9% (Office of National Statistics, 2019), economically this is good as this allows for cash flow through the business in to the economy, to then be recouped by the company through sales. However, while this may seem positive, it may imply that organisations are deciding to hire staff in the short term, rather than investing their money in to long term developments (The Guardian, 2019). This could also develop in to a competition between organisations as they may possibly need to pay a higher rate to entice people to work for their company. A potential negative impact on the labour market and effectively Merlin Entertainments could also be seen with the uncertainty of what may happen to the non-British workers in the UK. With Brexit’s discussion of immigration and the possibility of a ‘no-deal’ exit from the European union it could be found that some workers could be deported or face difficulties working in the country. 

Technology is advancing and people are becoming more comfortable with using new technology-based services such as online check ins and buying tickets online. Studies show that over half of 16 to 44-year olds purchase their tickets online (Statista, 2018). This more frequent use of technology could result in the loss of front of house jobs where humans may not necessarily be needed in the future. The Office for National Statistics has discussed that 7.4% of people’s jobs are at risk of automation (ONS, 2019) The frequent use of online platforms such as social media allows the ability of free speech from visitors. This could result in good or bad reviews for all potential customers to see online. Negative customer reviews may result in the loss of revenue for an organisation as parents may decide against taking their children to the resort if their views are not shared. An Ethical Consumer study shows that there has been a 48% increase in people that are willing to boycott a brand if they did not share the same core values as them (Ethical Consumer, 2018). This has translated more recently with the growing awareness of environmental issues. CSR or corporate social responsibility is a topic discussed recently implying it is partially a company’s responsibility to raise awareness on subjects that enable customers and smaller companies to become influenced and follow said movements. This in turn has a long term positive effect on both the economy and environment as this allows for organisations to generate profit for a more prolonged period of time. See Appendix A for full PESTLE analysis.
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2.3. Internal Impacts
[bookmark: _GoBack]Legoland’s strengths as a company are founded on the children’s toy, ‘LEGO’ being a strong brand name that is effectively known by both children and adults worldwide. The park also saw 2.2 million visitors in 2017 (Statista, 2019), making the resort the number one visited theme park for that year (TEA & AECOM, 2017). With the park being aimed at families, this could arguably be also seen as a weakness. These families tend to visit during the peak-time school holidays, leaving off-peak times with lower visitor numbers. It is stated that there is the possibility of fines if a child is taken on holiday during term times (GOV, 2019), this threat making it less likely for parents to take their children out of school during these times. A possible opportunity from this could be for Legoland to develop educational visits for schools to generate higher visitor numbers during term-times. This could also progress further by creating evening visits for older teens and adults that are LEGO fans but do not have younger children to visit the park. Health and food are topics of which Legoland customers have made criticisms against, mentioning how the resort offers minimal healthy food options on site and instead promoting deep fried, unhealthy foods to children. (Independent, 2018) This weakness is easily adjustable and could be done so to show consideration of their visitor’s wellbeing and contribute to healthier choices. An unfortunate threat for Legoland and Merlin Entertainments is terrorism. The aftermath of the 2017 London attacks caused disruptions for the park as visitors did not feel safe attending the resort as a result Legoland experienced after effects on their figures (BBC, 2017). This came with another threat, the British weather. . A study showed that warm and sunny weather had a positive effect on mood, whereas rain and snow had the opposite, (Ettema et al, 2017). Due to the unpredictability and likeliness of adverse weather conditions, it is inevitable that rain and such will influence visitor numbers and visitor satisfaction. See appendix B for full SWOT analysis.
[bookmark: _Toc7336414]3.1. Financial Audit
Section two will see a financial audit of the Merlin Entertainments. A discussion of Key Performance Indicators, SMART objectives and an analysis of the financial statements will be used to assess Legoland’s current economic situation. 

[bookmark: _Toc7336415]3.2. Key Performance Indicators
Key Performance Indicators or KPI’s are measurable objectives that indicate how well an organisation is performing. They are specified to ensure goals and targets are met and assist individuals and the company in making better decisions to develop further as an organisation (Heery and Noon, 2008). KPI’s can be found in ratio analysis, however there are other factors to consider. Common KPI’s would involve targets such as improvement in revenue or reduction of costs in some areas of the organisation and Merlin Entertainments are no different. 
It is stated that one of their focused indicators is their earnings before interest as this contributes the most to the investment and growth of the organisation. This KPI is important as it indicates how profitable the organisation is and how efficiently it is being run. Another key indicator is employee engagement, of which is discussed in the annual report. This generated a score of 89%, a survey was produced to then gather the results that implied a positive workplace environment. These types of KPI’s can be used to then generate new objectives for the company to work towards. It is possible that Legoland would use this KPI and work towards a higher engagement rate, once met this would imply the organisation’s performance has improved. Discussed in the annual reports are initiatives to implement environmentally focused objectives that include the reduction of Merlin’s carbon emissions by 2%, this KPI contributes to the organisations CSR or corporate social responsibility. It is stated that the company surpassed their target which therefore implies they are performing well in the specified area. 
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From these figures it is shown that 2016 saw a slight decrease in the gross profit figure, while this could be due to many reasons, one possibility may be that the cost of entry fees increased but the quantity of sales made may not have resulted in a profitable outcome. The increase in net profit suggests the possibility of improved efficiency of sales becoming profit and a decrease of expenses. A slight increase in the ROCE figure may imply the progression of assets being utilised more resourcefully to generate profit. An improving ROCE figure is preferred as this indicates how well the company is performing. This figure should be compared with competitors to understand whether the progression or regression in the figure is due to an industry influx or problem. Opposingly, the total asset turnover figure has decreased, indicating a slight decline in the amount of times Merlin’s assets have been used. The fixed asset turnover also declining may suggest Merlin are slightly over investing in their fixed assets, however Merlin’s working capital turnover has increased significantly which could mean high efficiency of the company resources which may have contributed to generating a higher sale turnover, or this could mean that the company does not have sufficient capital to support sales. The current ratios have declined very slightly, implying that there is not much change in how fast Merlin are able to generate their debt repayment, however holding a consistent figure is preferred as this indicated that the company are able to manage their debt comfortably. The quick ratios figure has remained the same over both years, the figure of ‘1’ is considered the benchmark (Burrows, 2004) and so this total is considered satisfactory as this means Merlin are able to generate cash consistently without the need of selling any stock. The debtor days figure has also stayed mostly steady, the slight decrease in days may indicate a small fraction of delayed payments or an increased number of debtors. However, the creditor days result has increased considerably, implying the repayment time has been renegotiated or that Merlin are struggling to repay their debts. Finally, the gearing figure has decreased very slightly implying that they are able to make their repayments on loans, implying that the creditor figure may be due to renegotiation. If this figure were to decrease too drastically, this could indicate that the organisation is unable to obtain any credit. This figure may have also increased due to an increase in profits. 
The analysis of the financial statements for Merlin Entertainments shows that overall Merlin have remained fairly stable over many of the ratio calculations. However, it is indicated that a large amount of funding has been borrowed for development of their assets. This therefore means there is a large sum of repayment that is currently affecting their overall profit that should aim to be reduced. To gain a more accurate and further understanding, an analysis on multiple years of accounts is worth viewing and comparing against competitor organisations. 

[bookmark: _Toc7336417]3.4. SMART Objectives
The SMART acronym was considered by Doran in 1981 where he states that the abbreviation stands for ‘Specific Measurable Achievable Relevant Time-bound’. It is implied that long and short-term goals should be set for an organisation to reach, of which the selected objectives of should have each of the specifications from the acronym to ensure that the goals are met efficiently. (Doran, 1981) 
An example of Legoland’s previous objectives was to expand the on-site accommodation by developing a new castle style hotel in 2017. This provides a specific objective to expand the accommodation. It is measurable as it has a finished result to show when the task is completed. It is achievable and realistic as Merlin has access to funding and the ability to source the correct people to complete the job and have already stated in their annual report that they were currently on target to reaching this goal. Finally, the objective is time bound as it has a specified time of completion. Other possible objectives that could be implemented by the company could involve, Merlin working towards the repayment of their debts and aim to reduce the figure by the next financial audit. The specific objective is the repayment of debts, this is measurable as they are able to compare to the previous year’s debt figure and see if the debt has been reduced. This is achievable as they could do this by using different suppliers for cheaper alternative to expenses. The target is relevant as it is beneficial for the organisation to lower their debt figure, and is time bound as there is a stated date of achievement.  

[bookmark: _Toc7336418]4.1. Performance Management Audit
This final section will cover an audit of the performance management of Legoland. This discusses factors of Human Resources such as recruitment, equality and performance management. The human resources department is the area of an organisation of which deals with management of the people who make up the company.  
[bookmark: _Toc7336419]4.2. Recruitment and Selection 
Hiring the right person is crucial for an organisation in many ways. Employing someone fit for the role can result in good teamwork, better staff morale and increased sale figures. However, hiring the wrong person can result in problems such as financial loss as the company may have to cover costs to rehire and train a new employee or possibly cover any time the worker could have missed. Thus, good recruitment and selection practices should be implemented to prevent problems from arising.

Recruitment can be described as finding the right person in the right place at the right time (CIPD, 2011), whereas selection is a part of the recruitment process itself. Heery and Noon (2008) define recruitment as the process of generating a group of individuals of which the appropriate candidate can be selected to fill a vacancy. The initial stages of recruitment begin in the form of a job advertisement where applicants can show interest in the role. A select few of candidates will be contacted and be invited to an interview of sorts to see if they suitable for the position, if successful the position will be offered to the applicant. While there are numerous ways of initiating the recruitment process most will follow a similar procedure. Good recruitment practice is considered 

Legoland’s recruitment process follows the same process, a job advertisement with job role specifications is published and candidates are able to send their application forms with an attached CV. Candidates that fit Legoland’s description are then selected for the interview process and invited to an assessment day. This day typically involves an individual interview and a group assessment to evaluate the applicants teamworking skills. Successful applicants are then contacted after the interview to be given a job offer.
An article by the Independent states that EasyJet are one of a few of companies with over 90% satisfaction rate regarding their interview process (Independent, 2016). Their cabin crew recruitment process is reasonably similar to that of Legoland and Merlin Entertainments. The role description is very specific and defines exactly what type of candidates are required, however remaining unbiased. The EasyJet process also involves an advertisement with CV application; however, the applicants are required to take an additional online test to see if they are suitable for the role prior to an interview. The job specification is considered a lot more defined than that of Legoland due to the nature of the role being physically demanding. The application is then reviewed by management to further ensure the appropriate candidate is being selected. If successful, the applicant is then invited to an assessment day (EasyJet, 2019). 
Comparing the two processes implies good practices are implemented with both organisations. They use neutral language throughout the advertisements and refrain from being discriminative, however are still able to specify the person required for the job roles. 

[bookmark: _Toc7336420]4.3. Equality and Diversity
Equality and diversity both in and out of the workplace is a widely discussed subject among the media and organisations currently. It is argued that all people should be recognised as worthy and granted equal opportunities by accepting all qualities and treating those people fairly, regardless of their differences (Barmes, 2008). Failure to do so is considered discrimination against others and could result in legal action being taken by the victim of the discriminative offence.

Gender inequality is a topic being frequently discussed by the media. The gender pay gap is one matter that is highly debated as something that needs to be addressed and changed by all organisations. Women make up almost half the work force in the UK at 47% (Business in the Community, 2012) however are still underrepresented in higher management roles. This statistic is reflected in many of the gender pay gap figures and is also prevalent with Merlin Entertainments. The most recent report finds that their average pay gap is at 15.68% of which sat lower than the UK average of 17.1% as stated by ONS (Merlin Entertainments, 2018). The report suggests that a large proportion of their female staff take on the lower paid operational jobs and there are fewer female representatives in the higher paid roles, thus affecting the pay gap. This is a common claim, with most organisations stating that simply more men are in the higher salary roles and when pay is calculated it is the imbalance of positioning in the company that is generating a pay gap between genders. It is possible to lower this figure by providing the opportunity for more women to be considered for higher management positions.

Diversity in the workplace is also a subject that is being challenged more frequently. Diversity is discussed by Dobbs as any perceived differences among people, be it age, gender, disability, marital status, sexual preference, race, religious beliefs or whether a person is a new parent or pregnant (Dobbs, 1996). These differences have at times been used against others to discriminate and prevent people from having equal opportunities both in and out the workplace. To combat said discrimination, the Equality Act 2010 was developed to ensure minimal restrictions. The act discusses the 9 Protected Characteristics of which were previously stated, and indicates the aims are to protect people from harassment because of a specified characteristic. 
Racial discrimination is an unfortunately common problem with 53% of people from a minority background feeling as if they have been treated differently due to their appearance (Independent, 2018). This figure could arguably be made more evident as current statistics show that 85.6% of workers are of white ethnicity (Office for National Statistics, 2018). This high figure implies a lack of diversity within the workplace for many organisations. It would seem beneficial for companies such as Legoland to employ a more diverse workforce as this could mean an increase in languages spoken which could break down possible conversational barriers between customer and staff, making for a more inclusive environment for international visitors. Legoland’s online job application advertisement encourages diversity by displaying images of people from different ethnic backgrounds and discusses equal opportunities for all with no discriminative language. The annual reports discuss the development of diversity further by providing training on inclusivity and equal opportunities. It is important for Merlin to address all areas of discriminative possibilities as a negative work environment can affect the overall performance of an organisation.

[bookmark: _Toc7336421]4.4. Performance Management 
Performance management is an important tool for the development of a company’s performance. It is used as a strategic way to communicate the expectations of management by setting targets that meet the objectives of the company. These objectives and agreements are developed from organisational policies, they are then delegated by a line manager to be integrated throughout departments to collectively achieve the end objective of the company. A performance management model discussed by Armstrong (2006) suggests that performance management is not a process, but a continuous cycle. The author discusses that planning and developing agreements, managing the performance through the year and reviewing the performance continually allows for progression both for the organisation and an individual’s performance. This idea can be used in conjunction with the AMO model proposed by Bartel (2004). This discusses three practices that can influence better performance and employee motivation. The acronym stands for: Ability, this refers to the use of appropriate skills and knowledge that should be provided to employees to allow them to understand what is expected of them in their job role. Motivation suggests that employees should be influenced by a good leader or incentives from the organisation. Consistent performers could be rewarded with more responsibility, resulting in promotion, pay increase or possibly bonuses. Bad performers may result in a discussion to encourage the person to perform better; if not met varying stages of warnings could be issued including verbal, written, disciplinary and in more serious cases redundancy. Finally, opportunities to demonstrate skills may it be the chance to be involved in decision making within their team. 

The discussed strategies are implemented by Merlin by providing training opportunities for staff members beyond basic training. This allows progression of learning and opportunities to gain qualifications to further their career. This could provide staff with the motivation to perform more efficiently. It is also possible to implement these strategies with the use of KPI’s (Key Performance Indicators) or MBO (Management by Objectives). These objective based strategies use targets to evaluate an individual and organisations success. KPI’s are usually based around areas such as sales targets, footfall, absenteeism and labour turnover. Being a largely customer-based organisation an example of a KPI they aim for is to generate a high satisfaction rate from their visitors. 2016 saw a 94% satisfaction rate, this figure is generated by using top box scores and websites such as TripAdvisor simultaneously. This figure is an important indicator for Legoland to compare to both previous figures and competitors as this provides proof that they are performing well and offers opportunity to discuss where improvements can be made. 


 
[bookmark: _Toc7336422]Recommendations 
It is suggested that Merlin should:
· Develop an educational package targeted at schools to generate footfall during off-season
· Create an evening event for older teens and adults
· Work towards the repayment of their debts and aim to reduce the figure by the next financial audit 
· Aim to generate more cash sales than their debt figure
· Aim to close the Gender Pay Gap figure further
· Aim to develop a more diverse and inclusive work place 

· 

[bookmark: _Toc7336423]Conclusion
To draw a conclusion to this report, it is implied that all aspects of an organisation must work in synergy with each other to ensure positive development of the company. A wide external awareness must be had to adapt to the changing environment and provide a positive service to all stakeholders. Brexit’s uncertainties may cause problems for the United Kingdom and therefore should be considered in all aspects of an organisation may it be external or internal factors. The financial statements reflect that a large quantity of debt has been accumulated due to the development of assets, however the organisation has remained financially stable over the compared years. 
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[bookmark: _Toc7336426]Appendix A

	Political
· Brexit, 
· Problems with boarders and deportation of workers 
· Possible change of laws after Brexit
· Trade restrictions with other countries
· Change of tax policies 
· Employment laws that may affect those who are affected by Brexit 
	Economical
· Inflation of tax interest rates 
· High employment figures, may mean less long term investments are being made GDP
· Exchange rates, beneficial for over-seas visitors, less positive for British 
· Fall of the pound, less likeliness of investment from other companies
· British holiday more at home, keeping spending within the UK

	Socio-cultural
· Health conscious lifestyle
· Encouragement for children and families to be more active
· People have less money less likely to spend on holidays and leisure 
· Creates jobs for younger people to begin working
· UK population is growing - increase in families
	Technological
· People more comfortable with technology able to buy tickets and check in online 
· Social media - people able to voice opinions of company more freely may result in more negative reviews 
· Artificial intelligence could replace workers
· The need for mobile internet use in more secluded areas, it is expected everywhere now

	Legal
· Discrimination laws
· Consumer laws - GDPR 
· DBS checks - working around children


	Environmental
· Corporate social responsibility 
· Regulations on energy consumption 
· Weather/climate changes - could result in higher insurance due to higher possibilities of flooding in areas of the park
· Increase in renewable energy resources



[bookmark: _Toc7336427]Appendix B
	Strengths
·  ‘LEGO’ is a strong brand name that brings visitors to the park
· 2.2 Million attendees travel to the park each year
· Selling tickets online, easily accessible 
· Many deals with other brands such as ‘free tickets’ on cereal boxes etc.
	Weaknesses
· Age restrictions can impact/restrict visitor numbers
· Target market is families, who will visit more during holiday seasons leaving low figures during off peak times
· Over promotion of fast food in the park creates negative stigma  
· Location is far for many visitors
· Noise pollution for nearby areas

	Opportunities
· Develop a school’s promotional package to bring in footfall during term times 
· Evening events for older children and adults to visit the park without disrupting families
· Brexit may attract international visitors
	Threats
· Terrorism
· Competition resorts 
· Social Media
· Brexit may be unappealing to visit as it may be more difficult to enter country
· Weather 
· Ban on children being taken out of school during term times
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		Gross Profit Margin												Current Ratios



		2015						2016						2015						2016



		1,085,000,000		x 100 = 84.89%				1,230,000,000		x 100 = 84.42%				260,000,000		= 1.01				340,000,000		= 1.00

		1,278,000,000						1,457,000,000						257,000,000						339,000,000







		Net Profit Margin												Quick Ratios



		2015						2016						2015						2016



		170,000,000		x 100 = 13.30%				211,000,000		x 100 = 14.48%				230,000,000		= 0.89				304,000,000		= 0.89

		1,278,000,000						1,457,000,000						257,000,000						339,000,000







		ROCE												Debtor Days



		2015						2016						2015						2016



		174,600,000		x 100 = 7.04%				215,600,000		x 100 = 7.28%				76,000,000		x 365 = 21.70 days				86,000,000		x 365 = 21.54 days

		2,478,000,000						2,959,000,000						1,278,000,000						1,457,000,000







		Total Asset Turnover												Creditor Days



		2015						2016						2015						2016



		1,278,000,000		= 0.51 times				1,457,000,000		= 0.49 times				41,000,000		x 365 = 79.17 days				63,000,000		x 365 = 98.69 days

		2,478,000,000						2,959,000,000						189,000,000						233,000,000



		Fixed asset turnover



		2015						2016						Gearing



		1,278,000,000		= 0.51 times				1,457,000,000		= 0.49 times				2015						2016

		2,475,000,000						2,958,000,000	

														1,577,000,000		= 0.57				1,857,000,000		= 0.56

														2,735,000,000						3,298,000,000



		Working Capital Turnover



		2015						2016



		1,278,000,000		= 426 times				1,457,000,000		= 1,457 times

		3,000,000						1,000,000
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