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Market and financial analysis of Seaview Resort
1. [bookmark: _Toc150434949]Introduction
The Seaview Resort, situated along the picturesque coastline, has been a go to destination for travelers and vacationers who seek luxury and tranquility. However, in the recent years, it has witnessed a concerning decline in its financial health and overall customer satisfaction. The total revenue, operating revenue and gross profit have shown a consistent decrease from £520,000 in 2020 to £430,000 in 2022. Further, it is to be noted that the profit margin has also plummeted from a positive 15% in 2020 to a concerning -11% in 2022. This decline is further evident from the average room rate (ARR) which dropped from £250 in the year 220 to £210 in 2022. The occupancy rate also decreased from 70% in 2020 to 60% in 2022.
The resort's owner, Mr. James Henderson, is understandably worried about the resort's long-term sustainability and has enlisted professional assistance to develop a turnaround plan. The competitive coastal resort market, where consumers' preferences are shifting towards eco-friendly and experience travel, is the source of the urgency. A thorough evaluation of the resort's financial performance and strategic recommendations are necessary to address these issues.
2. [bookmark: _Toc150434950]Market analysis
The coastal resort market is characterized by fierce competition, with numerous modern resorts dotting the vicinity of The Seaview Resort (Pafi, M., Flannery, W., & Murtagh, B., 2020). In a market saturated with options, staying attuned to evolving consumer preferences is imperative. Recent trends highlight a shift in customer inclinations towards eco-friendly and experiential tourism (Shikha Sharma, 2019). Vacationers increasingly seek sustainable and immersive experiences, a departure from traditional notions of luxury. The Seaview Resort's failure to align with these trends is evident in customer reviews, which consistently highlight a decline in service quality and outdated amenities. These sentiments are critical as they directly impact customer satisfaction, a key driver of repeat business and positive word-of-mouth marketing.
Following are the main characteristics of the coastal resort market:
2.1 [bookmark: _Toc150434951]Target Market Identification
Following is the target market for coastal resorts (Softinn, 2023):
Tourists: People who visit the beach for relaxation and sightseeing.
Millennials: Young people who are adventurous and eager to travel.
Families: Groups of people who want to spend quality time together at the beach.
Couples: People who are in love and want to enjoy a romantic getaway at the beach.
Total market size of the hotel and resort sector worldwide peaked at $1.52 trillion in 2019 (Statistica, 2023). The global beach hotels market size was valued at $121.2 billion in 2021, and is projected to reach $215.4 billion by 2031, registering a Compound Annual Growth Rate (CAGR) of 4.6% from 2022 to 2031 (Allied Market Research, 2023).
2.2 [bookmark: _Toc150434952]Shift of customer preferences
In recent years, customer preferences have significantly shifted towards eco-friendly choices in coastal resorts (PwC, 2023). Travelers are increasingly conscious of their environmental footprint and seek out accommodations that prioritize sustainability. This includes practices such as waste reduction, energy efficiency, water conservation, and the use of locally sourced goods and services. However, there is a lack of awareness about eco-labels for vacation accommodations, with 72% of global travelers unaware of their existence (Global Sustainable Tourism Council, 2023). Many customers are willing to pay a premium for these eco-friendly services. Coastal resorts that incorporate these practices not only contribute to environmental preservation but also enhance their appeal to the modern, eco-conscious traveler (Reid, Johnston, & Patiar, 2017).
2.3 [bookmark: _Toc150434953]Customer feedback
Customer review reveal a consensus among guests regarding service quality issues. Specific complaints include delays in service delivery, unresponsive staff, and an overall sense of neglect. Additionally, visitors have expressed disappointment in the resort's amenities, citing outdated facilities that fail to meet contemporary expectations. Such negative feedback not only tarnishes The Seaview Resort's reputation but also directly influences the decision-making process of potential guests.
3. [bookmark: _Toc150434954]Financial Analysis
3.1 [bookmark: _Toc150434955]Analysis of income statement
Over the past three years, The Seaview Resort has experienced a noticeable downturn in its financial performance. In 2020, the total revenue stood at $520,000, with operating revenue at $390,000, resulting in a gross profit of $130,000 and a net profit of $78,000, reflecting a net profit margin of 15%. However, subsequent years witnessed a consistent decline, with 2021's total revenue dropping to $480,000, and 2022 marking a further decrease to $430,000. The operating revenue fluctuated, reaching $400,000 in 2021 but declining to $450,000 in 2022. Notably, the resort experienced a gross loss of ($20,000) in 2022, leading to a net loss of ($47,500) and a negative net profit margin of -11%.
The revenue decreased from a staggering -17.31% from 2020 to 2022. The operating expenses have shown an increasing trend over the years. Consequently, gross profit and net profit have dropped significantly.
Following is a table showing the trends:
	Particulars
	2021 (from 2020)
	2022 (from 2021)

	Decrease in revenue
	-8%
	-10%

	Increase in operating expenses
	3%
	13%

	Decrease in gross profit
	-38%
	-125%

	Decrease in net profit
	-49%
	-219%

	Decrease in net profit margin
	-47%
	-238%



3.2 [bookmark: _Toc150434956]Analysis of balance sheet and cash flows
By taking a look at the balance sheet, the current ratio of the entity (current assets/ current liabilities) is 1.38 which shows that the resort has current assets to pay off its current liabilities in time. However, the long-term debt stands at £400,000. This indicates that the resort is paying most of its cash to settle the interest payments incurred on this long-term loan.
The net cash flows from operations in 2021 amount to £-80,000 which indicates that the resort is not earning positive cash flows from its operations at the end of the day. Its operating expenses and payments against current liabilities exceeds the cash flows received from its customers against bookings and sales.
3.3 [bookmark: _Toc150434957]Occupancy rates 
The Average Room Rate (ARR) and Occupancy Rate present additional challenges. In 2020, the ARR was $250, accompanied by a 70% occupancy rate. The subsequent years witnessed a decline in both metrics, with ARR falling to $230 in 2021 and further to $210 in 2022. The Occupancy Rate decreased to 65% in 2021 and reached 60% in 2022.
ARR is very crucial for managing and monitoring the performance of any rental business. As being the key driver, this needs to be managed properly and should be tweaked to increase keeping in view the occupancy rate to keep the positive cash flows coming from the operations afloat. In the given situation, both the metrics, occupancy rate and ARR have decreased, which has caused decrease in profit into eventually converting it into a net loss for the business. 
4. [bookmark: _Toc150434958]Key reasons behind the Decline
The decline in The Seaview Resort's profitability can be attributed to a combination of internal and external factors. Market dynamics play a pivotal role, with the coastal resort industry experiencing heightened competition. The proximity of several modern resorts poses a challenge, as potential guests are presented with various alternatives, making it imperative for The Seaview Resort to differentiate itself. The shift in customer preferences towards eco-friendly and experiential tourism further exacerbates the challenge, as the resort's failure to align with these trends has led to a dwindling customer base.
Internally, operational issues have significantly contributed to the decline. Customer reviews consistently highlight a diminishing service quality, reflecting a failure to meet guest expectations. Delays in service delivery, unresponsive staff, and outdated amenities have collectively eroded the resort's reputation. This decline in service quality directly impacts customer satisfaction, leading to a decline in repeat business and negative word-of-mouth marketing.
Moreover, the outdated amenities contribute to a lack of competitiveness in the market. Modern travelers seek immersive experiences and contemporary facilities, an expectation that The Seaview Resort has failed to meet. The absence of necessary upgrades has not only affected guest satisfaction but has also hindered the resort's ability to command premium room rates.
5. [bookmark: _Toc150434959]Turnaround plan
5.1 [bookmark: _Toc150434960]Incorporation of eco-friendly practices and services
To remain competitive and regain market share, The Seaview Resort must adapt to changing consumer preferences. Incorporating eco-friendly initiatives, such as energy-efficient practices and sustainable sourcing, can attract the environmentally conscious demographic. Moreover, upgrading amenities to align with current trends in experiential tourism, such as wellness offerings and unique local experiences, can enhance the overall guest experience and differentiate the resort from competitors.
Seaview Resort can start to offer eco-friendly amenities such as following:
Key Card Light Controls: Some resorts use key card light controls to manage electricity usage in their rooms. When guests leave their rooms and remove the card, all of the lights are automatically shut off (Zhu V, 2023).
Solar Water Heating Roof Panels: Resorts are installing solar panels on their roofs to pre-heat shower and bath water, generating gas savings of 10-20% throughout the resort (Harrison, 2019).
Sustainable Building Practices: Eco-resorts often use sustainable, locally sourced materials for construction and maintain natural vegetation.
Waste Reduction and Efficiency: Resorts are implementing waste reduction strategies and promoting sustainable means of transportation.
Local Food Products: Many resorts are choosing to use local food products in their restaurants to reduce their carbon footprint.
Community Involvement: Some resorts involve local communities in their operations, providing employment opportunities and contributing to local economies.
5.2 [bookmark: _Toc150434961]Financial health
Following measures can be taken to address financial health issues:
Cost-cutting measures 
· The operational expenses of the resort have observed an increasing trend and areas are needed to be identified for cost reduction without comprising service quality;
· Negotiate with suppliers for better rates and plan bulk purchases to reduce operational costs related to inventory items; and
· Devise a power consumption plan and implement energy efficient and saving systems such as solar systems.
Revenue enhancement strategies
· Introduce targeted marketing campaigns highlighting the resort's unique offerings and commitment to eco-friendly practices;
· Collaborate with online travel agencies and participate in exclusive promotions to attract a wider audience; and
· Introduce special packages and discounts during off-peak seasons to stimulate demand.
5.3 [bookmark: _Toc150434962]Reputation restoration
Service Quality Improvement
· Invest in staff training programs to enhance customer service skills and responsiveness;
· Implement a feedback loop to continuously monitor and address customer concerns promptly; and
· Introduce a guest loyalty program to incentivize repeat visits and positive word-of-mouth.
5.4 [bookmark: _Toc150434963]Alignment with Customer Preferences
· Introduce experiential offerings such as guided local tours, wellness programs, and cultural activities to enhance the overall guest experience; and
· Collaborate with local businesses to create partnerships that provide guests with unique and authentic experiences.
5.5 [bookmark: _Toc150434964]Monitoring and adaptation
· Implement key performance indicators (KPIs) to monitor the effectiveness of the turnaround strategy; and
· Regularly review financial statements, customer feedback, and online reviews to make data-driven adjustments as needed.
6. [bookmark: _Toc150434965]Conclusion
In conclusion, the analysis of The Seaview Resort's current state underscores the urgent need for a strategic turnaround. The resort has faced a decline in financial performance, attributed to market dynamics, operational issues, and a failure to align with evolving customer preferences. The proposed turnaround strategy addresses these challenges comprehensively, focusing on cost-cutting measures, revenue enhancement, service quality improvement, and amenities upgrade. By aligning with customer preferences and emphasizing eco-friendly practices, the resort aims not only to restore its financial health but also to revitalize its reputation as a premier vacation destination. With a positive outlook, the successful implementation of this strategy holds the promise of re-establishing The Seaview Resort's standing in the competitive coastal resort market, ensuring a sustainable and prosperous future.
[bookmark: _Toc150434966]
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