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The report aims to analyse the financial performance of the business, identify reasons behind the low performance, and recommendations to improve performance. The report analyses the financial performance of “Seaview Resort” over the past three years by analysing its income statement, balance sheet, and cash flow statement. To identify the key reasons behind the decline in the profitability of the business, the report focuses on market trends, customer preferences, and internal factors of “Seaview Resort”. The report develops a comprehensive turnaround strategy to revitalize the resort’s financial health and restore its reputation as a premier vacation destination or to improve financial outcomes. 
[bookmark: _Toc148553348]Analyze the “Seaview Resort’s” financial performance over the past three years
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Figure 1: Income statement of “Seaview Resort”.
Source: (Pande, 2023).
[bookmark: _Hlk148551244]Analysis: The Income statement of “Seaview Resort” shows the net profit margin of the organisation declined from 15% to 8% from 2020 to 2021 and declined from 8% to -11% from 2021 to 2022 (Arya, 2022). Yearly sales revenue declined by £40,000 from 2020 to 2021 and sales revenue declined by £50,000 from 2021 to 2022 (Buhalis and Law, 2022). However, increasing operating expenses that increased from £390000 in 2020 to £400000 in 2022 show the occupancy rate of the hotel decreased from 70% to 60% from 2020 to 2022 which increased operating costs (Liu and Cheng, 2022). Because the decline in per unit of sales increases in per unit of fixed costs of business (Collis, 2019). Despite “Seaview Resort’s” decline in its average room rates from £250 in 2020 to £230 in 2021 and £210 in 2022, “Seaview Resort” hotel failed to increase its occupancy rate decreased sales revenue, increased operating expenses, and caused a net loss of -£47500 in 2022 (Pande, 2023). That shows no profitability of the business in 2022 which is a symbol of weak financial health.
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Figure 2: Balance sheet of “Seaview Resort”.
Source: (Tian, 2023).
Current ratio = Current assets / Current liabilities
		= £250000 / £180000
		= 1.38:1 [ideal ratio is 2:1]
Quick ratio = (Current assets – inventories) / Current liabilities
		= (£250000 – 100000) / £180000
		= £150000 / £180000
		= 0.83:1 [ideal ratio is 1:1]
Gearing ratio = Total debt / total owner’s equity
		= £580000 / £450000
		= 1.29:1:1 [ideal ratio is 0.50:1]
Analysis: The balance sheet of the “Seaview Resort” shows equal results of both total assets and Liabilities and owner equity which means businesses should have assets to repay the total liabilities of the business (Collis, 2019). The total asset of “Seaview Resort” is £1030000 and Total Liabilities + Total Owner’s Equity is £580000 + £450000 = £1030000. However, the current ratio of “Seaview Resort” is 1.38:1 which shows the liquidity of the business repays short-term liabilities of the business but after repaying short-term liabilities “Seaview Resort” lacks working capital to run business activities (Tian, 2023). Because the current ratio does not meet the ideal ratio of 2:1 that means current assets need to be double than current liabilities which shows weak financial health (Statista.com, 2022). The quick ratio of “Seaview Resort” is 0.83:1 which shows lower quick assets than short-term liabilities which means the business sin incapable of paying short-term debts as soon as they ask (Pande, 2023). Also, the gearing ratio of “Seaview Resort” shows a result of 1.29:1 which is higher than the ideal ratio of 0.50:1 which means the business has higher liability than the Owner’s equity which shows lower liquidity of the business (Pande, 2023). The overall financial health of “Seaview Resort” is not good as it has a lack of liquidity in business (Demsetz, 2019). 
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Figure 3: Cash flow statement of “Seaview Resort”.
Source: (Tian, 2023).
Analysis: The cash flow statement of “Seaview Resort” presents a negative result of Net Cash Flow that is -£110000 because of cash used by operations is £80000 and capital expenditures are £30000 (Tian, 2023). The findings show businesses invested in capital expenditures and face a higher cost within the business than sales revenue which caused a negative result (Pande, 2023). The overall result shows a higher outgoing of money from business than incoming money in business which shows a loss in business as well as a lack of financial capability because of no cash in hand at the end of the year (Ferranti, 2019). 
[bookmark: _Toc148553349]Identify the key reason behind the decline in profitability
Market trends: Changes in market trends of hospitality products and services are the reason behind the decline in the profitability of “Seaview Resort” (Ferranti, 2019). For example, the emergence of eco-friendly and experiential tourism within the market creates a new trend (Guerrier and Deery, 2020). So, hospitality organizations that enable eco-friendly views and experiential tourism such as homestay, offering facilities to customers to engage in cooking local foods, and many more are attractive to customers (Hanlon et al., 2020). That decline in the conversion rate of “Seaview Resort” declined in sales revenue from £520000 to £430000 from 2020 to 2022 as “Seaview Resort” does not offer eco-friendly views or experiential tourism for customers (O’Neill, 2023).
Competitive market: The Coastal resort market in the vicinity is highly competitive because of the presence of many resorts in coastal areas. Such as Marenas Beach Resort, Island Vista, Grand Beach Hotel, and many more are the competitors of “Seaview Resort” that are covering up large market share by serving more customers than “Seaview Resort” (Krulicky and Horak, 2021). That decline in profitability of “Seaview Resort” by losing customers to competitors.
Internal operational costs: The internal operating cost of “Seaview Resort” has been increasing over 3 years which is another reason behind the decline in profitability of “Seaview Resort” (Langhammer, 2020). For example, the income statement of “Seaview Resort” presents operating expenses of the business increased from £390000 to £450000 (Pande, 2023). That creates a net loss of -£47500 in 2022 as “Seaview Resort” has to cover up higher operating expenses with lower sales revenue (Tian, 2023). 
The decline in service quality: “Seaview Resort” is getting complaints from customers about the decline in service quality of the hotel which is a significant reason behind the decline in profitability of “Seaview Resort” (Liu and Cheng, 2022). The decline in service quality has a negative impact on customer loyalty. When customers get high-quality service from competitors of “Seaview Resort” that causes “Seaview Resort” to lose customers to its competitors which decline in sales revenue that decline in profitability (Narver and Slater, 2019). 
Outdated amenities: Outdated amenities are another reason behind the decline in profitability of “Seaview Resort” (Palmer, 2021). Changes in market trends and increasing competitiveness within the industry cause competitors of “Seaview Resort” are offer eco-friendly and experiential tourism experiences to customers by offering natural site views, improving the interior designs of resorts, and enabling facilities customers to engage with local communities (Pavlovic and Bogdanovic, 2020). However, “Seaview Resort” does not have any concerns towards these areas which demotivated customers to visit “Seaview Resort” which declined in its profitability (Pande, 2023). 
Higher inflation rate: Increasing the inflation rate from 2020 to 2022 from 0.85% to 11.1% is a macro-environmental factor that is causing the decline in profitability of “Seaview Resort” (Statista.com, 2022). The increasing inflation rate is increasing the prices of raw materials such as fruits, vegetables, electricity, utilities, and many more that are increasing operational costs of business by £10000 from 2020 to 2021 and £50000 from 2021 to 2022 (Tian, 2023). That is causing a decline in the profitability of the business as operating expenses are increasing more than sales revenue (Shahriar et al., 2019). 
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The turnaround strategy of business requires identifying different things that could done by the business to make fundamental adjustments in business (University of Cambridge, 2022). Some turnaround strategies for “Seaview Resort” are given below.
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Figure 4: Porter’s Generic strategic model.
Source: (University of Cambridge, 2022).
Porter’s Generic strategic model presents 4 strategies to improve the competitiveness of a business such as cost leadership, differentiation, cost focus, and differentiation focus (Arya, 2022). 
Cost leadership is required to ensure a cost-effective supply chain. Differentiation requires making improvements in products and services to create value propositions for customers (Buhalis and Law, 2022). Cost focus requires attracting customers based on price and differentiation requires improving products or services for a specific group of customers (Collis, 2019). 
Differentiation: Differentiation strategy requires business organizations to provide something unique to customers by improving products and services (Liu and Cheng, 2022). Differentiation is a turnaround strategy for “Seaview Resort” to improve its services and amenities to differentiate its services from its competitors to revitalize its financial health and brand reputation within the market (Dawes, 2021). “Seaview Resort” could implement a differentiation strategy by making fundamental changes in business by making eco-friendly views around the resorts and improving amenities by enabling experiential tourism (Ferranti, 2019). For this “Seaview Resort” could create a local cultural view within the resort as well as a greenery environment and could provide an opportunity to its customers to engage with the local community people to make local cultural foods (Guerrier and Deery, 2020). Also, could improve services by providing training to employees to remain faster and more accurate in interacting with customers (Hanlon et al., 2020). These changes within the “Seaview Resort” will help to revitalize financial health through the acquisition of new customers as well as improve brand reputation within the market as a provider of high-quality services and updated amenities (Krulicky and Horak, 2021). Customers who visit “Seaview Resort” after fundamental changes will be inspired to refer the resort to their friends, families, and social groups (Langhammer, 2020). Because approximately 64% of loyal customers are required to refer their brands to social groups. That will enhance the conversion rate which will increase sales revenue that will manage adequate working capital and net profit as well as referrals by customers will improve the reputation of “Seaview Resort” (Demsetz, 2019). 
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Figure 5: Ansoff matrix model.
Source: (Dawes, 2021).
Ansoff's matrix model shows potential market growth strategies for businesses such as market development, diversification, market penetration, and product development (Liu and Cheng, 2022). 
Market development: Market development requires expanding businesses in new markets with existing products (Narver and Slater, 2019). 
Product development: Product development requires to development of new products within the existing market (O’Neill, 2023). 
Diversification: Diversification requires both product development and entering a new market (Palmer, 2021).
Market penetration: Market penetration requires increasing the sale of products without market development and product development (Pande, 2023). So, “Seaview Resort” could follow the market penetration strategy which is the turnaround strategy for “Seaview Resort”. By implementing a market penetration strategy, “Seaview Resort” will be able to increase sales revenue, reduce operating expenses, as well as improve brand reputation within the market (Pavlovic and Bogdanovic, 2020). To implement a market penetration strategy, “Seaview Resort” could promote its newly improved products and services by application of a differentiation strategy to increase awareness among customers (Shahriar et al., 2019). “Seaview Resort” could engage in social media marketing through influencer marketing, content marketing and affiliated marketing (Tian, 2023). These strategies will improve brand awareness among target segments about the improved and unique services of “Seaview Resort”. So, when customers are aware of the services that will inspire them to visit the resort which will improve sales revenue as well as reduce fixed costs such as operating costs (Arya, 2022). That will help to revitalize the financial health of “Seaview Resort” by improving net profit and managing the liquidity of the business. Market penetration strategy will provide benefit to “Seaview Resort” to revitalize its financial health as well as reputation with lower capital investment (Collis, 2019).
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The results of this report met its aim. The financial statements of “Seaview Resort” show a decline in profit over 3 years as it has higher operating expenses than its sales revenue. Equal situation of total assets and total liabilities & owners’ equity but has a lower financial capability to run the business after paying all short-term debts and having no cash in hand at the end of the year. Changes in market trends to eco-friendly and experiential tourism, the highly competitive coastal resort market, increasing inflation rate, increasing operational costs, decline in service quality, and outdated amenities are the reasons behind the decline in profitability of “Seaview Resort”. “Seaview Resort” could follow a differentiation strategy to improve services and amenities of business by application of eco-friendly and experiential tourism for customers. Also, could focus on market penetration to improve awareness about the newly improved services of “Seaview Resort” among customers. These turnaround strategies will help “Seaview Resort” to revitalize its financial health as well as help to improve its reputation. 
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Income Statement Analysis (2020-2022):

ttom 2020
Total Revenue £520,000
Operating Expenses £390,000
Gross Profit £130,000
Net Profit (Loss) £78,000
Net Profit Margin 15%

2021
£480,000
£400,000
£80,000
£40,000
8%

2022
£430,000
£450,000
£(20,000)
£(47.500)
1%
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Balance Sheet Analysis (End of 2022):

Item Amount

Total Assets £1,030,000

- Current Assets £250,000

- Property & Equip £630,000 (£100,000 as inventory)
- Other Assels £150,000

Total Liabilties £580,000

- Current Liabilties £180,000

- Long-term Debt £400,000

Equity £450,000
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Cash Flow Analysis (2021):

tem Amount
Net Cash Flow from Operations -£80,000
Capital Expenditures £30,000

Net Cash Flow (Change in Cash Balance) -£110,000




