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Executive summary
The report focuses on identifying reasons behind the poor profitability of Seaview Resort as well as strategies to solve issues to improve the profitability of the business. The income statement, balance sheet, and cash flow statement are showing a decline in profit over 3 years as well as a lower current ratio, acid test ratio, and a higher gearing ratio that is not good financial health of the organisation. Changes in customer preferences, market competition, negative customer reviews, unskilled employees, and changes in macro-factors are the competitive landscape and market trends in the hotel industry. Target customers of Seaview Resort could be variety-seeking behaviour customers. Eco-tourism, experiential tourism, and modern services are growth opportunities. Market penetration and differentiation are the best options for Seaview Resort to move as market penetration and differentiation strategy will help the organisation to improve service quality as well as improve interior designs and around the environment based on eco-friendly tourism and experiential tourism. To implement turnaround strategies Seaview Resort could face the risks of Changes in consumer behaviour, Pandemic-like spread of the virus, and Changes in fiscal and monetary policies. These risks could mitigate by changes in the services of the resort and restaurant based on consumer demands, provide social distancing facilities, by following cost leadership strategy. 
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[bookmark: _Toc151035245]1. Understand the purpose
Evaluating the financial viability of the Seaview Resort and proposing a turnaround strategy is the purpose of this report. 
[bookmark: _Toc151035246]2. Introduction
The report aims to evaluate financial performance, identify the reason behind the decline in profitability, and develop a turnaround strategy for Seaview Resort. The report consists of the analysis of the financial performance of Seaview Resort over 3 years by analyzing the income statement, balance sheet, cash flow statement, average room rate, and occupancy rate. Identifying key reasons behind the decline in profitability by evaluating both internal and external environmental factors' impact on business. It also consists of the development of a comprehensive turnaround strategy to revitalize the resort’s financial health and restore its reputation as a premier vacation destination. 
Seaview Resort is located on a picturesque coastline and was once a thriving destination for vacationers seeking luxury and relaxation. But recently, Seaview Resort has faced a decline in its financial health as well as losing its customers. 
[bookmark: _Toc151035247]3. Scope and Objectives
Scope: The scope of the assessment is to evaluate the income statement, balance sheet, cash flow, and financial ratios of Seaview Resort to identify the financial condition of the business. Also, identify turnaround strategies for Seaview Resort to overcome issues faced by the organization to gain a competitive advantage within the industry. 
Objectives:
· To evaluate the financial performance of Seaview Resort.
· To identify a turnaround strategy for Seaview Resort.
Questions:
· How is the financial health of Seaview Resort? 
· What are the turnaround strategies for Seaview Resort to overcome current issues faced by the organization?
[bookmark: _Toc151035248]4. Analysis of the financial performance of Seaview Resort over the years
[bookmark: _Toc151035249]Analysis of Income Statement
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Figure 1: Income statement of “Seaview Resorts”.
[bookmark: _Hlk150974239][bookmark: _Hlk150974244]In recent years, Seaview Resort faced a decline in revenue which negatively impacted on financial health. For example, the total revenue of Seaview Resort in 2020 was £520000 which declined by £40000 in 2021 and declined by £50000 in 2022 which is because of Average Room Rate (ARR) declined from £250 to £210 from 2020 to 2022. Despite of lower ARR, the occupancy rate declined from 70% to 60% from 2020 to 2022. However, the decline in sales revenue does not mean to decline in operating expenses but yearly operating expenses increased by £10000 from 2020 to 2021 and increased by £50000 from 2021 to 2022 (Leonidou et al., 2022). That caused a decline in net profit margins which are 15% in 2020, 8% in 2021, and -11% in 2022 which shows a huge fall in net profit. That means when the sales revenue is declined yearly that increases in operating expense and fixed expanses of business which shows a negative relationship between cost and revenue which shows a lower profitability (Peterdy, 2022). 
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Figure 2: Balance sheet of “Seaview Resorts”.
Financial Ratios (End of 2022)
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[bookmark: _Hlk150974258]The balance sheet shows the financial health of a business by identifying the liquidity of a business (Wild, 2018). The balance sheet of Seaview Resort shows total assets of the business are equal to the total liabilities and the owner’s equity is £1030000. The calculation of the current ratio by using the amounts of current assets and liabilities from the balance sheet identified good liquidity of business where Seaview Resort can repay its liabilities with its current assets (Rodrigues, Maccari and Lenzi, 2022). But the issue is that the lower Quick Ratio is 0.83:1 which means the quick assets of Seaview Resort are lower than its current liabilities which need to be equal such as 1:1 which is an ideal ratio. Another issue in the liquidity of Seaview Resort is its higher debt-to-equity ratio that is 1.29:1 which means a higher total liability than total equity which is higher than the ideal ratio of 0.5:1. This Means debt needs to be half of the total equity but the total debt of Seaview Resort is 1.66 times more than total equity which shows the lower financial capability of business to repay its debts (Peterdy, 2022). Also, the ROA and ROE of Seaview Resort for the year 2022 show that Seaview Resort faces a loss from deploying assets in business at -4.61% which is lower than the ideal ROA is 20%. Also, the Seaview Resort face a loss from the deployment of equity in business which is -10.56% which is lower than the idea ROE which is 15% to 20%. However negative results are showing losses from deployment of assets and equity in the business. 
[bookmark: _Toc151035251]Cash flow analysis
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Figure 3: Cash flow statement of “Seaview Resorts”.
[bookmark: _Hlk150974269]The cash flow statement of Seaview Resort shows net cash used by operating activities is -£80000 and capital expenditure is £30000 which ensures negative cash flow at the end of the year is -£110000. This means more outgoing cash from business than incoming cash. Seaview Resort had to face higher depreciation, losses in the sale of assets, and paid current liabilities, as well as inventories and account receivables that were not turned in cash (Tranter et al., 2014). Also, Seaview Resort spends in purchasing fixed assets in 2021 but does not gain from the sale of fixed assets, or account receivables, and neither has cash inflow from other activities in 2021 (Leonidou et al., 2022). Also, a lower net income in 2022 is- £47500 which is unable to overcome a lot of cash outflows that create a negative balance at the end of the year.
[bookmark: _Toc151035252]5. SWOT analysis of Seaview Resort
	Strengths
	Weaknesses

	· Seaview Resort has its own 25-bed properties to deliver service of accommodation to customers.
· Seaview Resort has its own restaurant that is its fixed assets to serve food and beverages to customers.
	· Seaview Resort has a lack of eco and experiential tourism facilities for customers.
· Seaview Resort has a lack of skilled employees which causes poor customer service.
· The outdated services of Seaview Resort are demotivating customers to visit the resort. 
· Lower profitability and liquidity are a weakness of Seaview Resort that negatively impact business sustainability.

	Opportunities
	Threats 

	· Digital marketing is an opportunity for Seaview Resort to improve the sales of its services by increasing awareness among target customers (Rodrigues, Maccari and Lenzi, 2022).
· Market trend for eco and experiential tourism is an opportunity for Seaview Resort to improve its services based on these themes. 
	· Higher competition within the market is a threat to Seaview Resort which could negatively impact its sustainability.
· Changing customers' demand from a luxury vacation to eco-and experiential tourism is a threat to Seaview Resort (Tranter et al., 2014). 



[bookmark: _Toc151035253]6. Market analysis
[bookmark: _Toc151035254]Assess the competitive landscape and market trends in the hotel industry
Changes in consumer preferences: Customers' preferences shifted to eco-friendly and experiential tourism which requires offering an eco-friendly environment at resorts and facilities for tourists to engage in local cultures, cook local foods, and many more activities to experience local heritage (Ang, Cole and Lin, 2019). Seaview Resort offers luxury but does not offer an eco-friendly environment and an experiential environment for customers demotivates tourists from visiting Seaview Resort (Crouch and Ritchie, 2019). That is negatively impacting on profitability and liquidity of Seaview Resort by reducing sales revenue despite of ARR decline from £250 to £210 from 2020 to 2022.
Market competition: The changing demands of customers and the emergence of eco-friendly and experiential tourism within the market increased market competition (Groot, Wilson and Boumans, 2019). The competitors for Seaview Resort enhanced within the market because of the presence of several new organisations with more modern resorts in the vicinity (D’Alessandro, 2019). As well as other organizations such as Seaview Golf Club, Shingley Beach, Mooloolaba, and Shantara make improvements in their views by focusing on eco-friendly views and experiential facilities for tourists (Grover, 2021). That caused Seaview Resort to lose its customers to these competitors which declined in its occupancy rate from 70% to 60% from 2021 to 2022 which declined in profitability and liquidity (Worldgolfer, 2023). 
Negative customer reviews: Seaview Resort got negative customer reviews for its low-quality hospitality services as well as for its outdated amenities (Seal et al., 2008). That identified the reason behind the decline in the financial performance of Seaview Resort as its low-quality services and outdated amenities (Leonidou et al., 2022). It might be the staff of Seaview Resort does not respond fast to customers, does not ensure proper cleanliness, and lacks the presence of eco-friendly views and experiential activities for tourists (Liu and Cheng, 2021). That caused customers to prefer to select competitors' services rather than Seaview Resort which declined in its sales revenue and enhanced operating cost and fixed costs (Miller, 2019). 
Unskilled employees: Unskilled employees are another significant reason behind the decline in profitability of Seaview Resort (Seal et al., 2019). Because unskilled employees are unable to gain customer satisfaction by enabling high-quality services. So, customers who got low-quality services do not refer the brand to their relatives, friends, and social groups as well and they did not come back (Miller, Merrilees and Coghlan, 2022). Also, their negative reviews on social media sites harmed brand image and caused a lower occupancy rate despite of ARR decrease from £250 to £210 from 2020 to 2022. 
Changes in macro-environmental factors: Changes in macro-environmental factors such as higher inflation rate, higher interest rate, and economic uncertainties are the key reasons behind the decline in profitability of Seaview Resort (Navarra and Scaini, 2020). For example, the UK’s inflation rate increased from 4.20% in 2020 to 11.1% in 2022, interest rate increased from 0.01% in 2020 to 5.25% at the end of 2022 (Worldgolfer, 2023). That causes economic uncertainties by increasing the interest cost of bank loans taken by Seaview Resort. As well as increasing operating expenses and fixed expenses by increasing the price of raw materials and utilities of Seaview Resort which caused lower profitability (Guilding, 2014).
[bookmark: _Toc151035255]Identify target customer segments and potential growth opportunities
[bookmark: _Toc151035256]STP analysis
	Segmentations
	Geographic: Seaview Resort could target the market based on towns, cities, and country. 
Behavioural: Seaview Resort could target customers based on their purchasing behaviour, benefits sought, and engagement (Worldgolfer, 2023). 
Demographic: Seaview Resort could target and divide the market based on age, gender, and income levels. 
Psychographic: Seaview Resort could target customers based on their opinions, values, interests, and attitudes (Liu and Cheng, 2021). 

	Targeting
	Seaview Resort will target customers based on their variety-seeking behaviour as customers nowadays are focusing on both eco and experiential tourism. 

	Positioning
	Seaview Resort will position itself as a provider of eco and experiential tourism services at a high price. 


[bookmark: _Toc151035257]Potential growth opportunities for Seaview Resort
Eco-tourism: Eco-tourism is a growth opportunity for Seaview Resort to attract customers as eco-tourism is a current trend in the hospitality industry (Navarra and Scaini, 2020). Customers require a green environment around them. So, Seaview Resort could improve its sales revenue and profitability by focusing on eco-tourism. 
Experiential tourism: Experiential tourism is another significant growth opportunity for Seaview Resort as tourists are required to experience local cultures (Seal et al., 2019). Experiential tourism is a current trend in the hospitality industry. So, Seaview Resort could focus on experiential tourism by creating an environment within its resort and restaurant that could enable the experience of local cultures to the customers (Miller, Merrilees and Coghlan, 2022). 
Modern services: Modern services such as services by Robotics are a new trend within the hospitality industry that could be a growth opportunity for Seaview Resort (Worldgolfer, 2023). Robotic technologies are effective in attracting customers and motivating them to visit the resorts and restaurants of Seaview Resort to get excellent services. That will improve both the profitability and liquidity of the business (Liu and Cheng, 2021). 
[bookmark: _Toc151035258]7. Turnaround strategy for Seaview Resort 
[bookmark: _Toc151035259]Ansoff Matrix Model
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Figure 4: Ansoff Matric Model.
Source: (Miller, Merrilees and Coghlan, 2022).
Market penetration: Market penetration is a business growth strategy that ensures business growth within the existing market by increasing the sale of existing products and services (Peterdy, 2022). Market penetration is a turnaround strategy for Seaview Resort that will help to increase the occupancy rate of Seaview Resort within the existing market. Seaview Resort should make improvements in its services and facilities under a market penetration strategy to overcome the reasons behind lower profitability (Rodrigues, Maccari and Lenzi, 2022). Lowering the prices of services is not effective in enhancing the occupancy rate of Seaview Resort (Walker, 2021). So, Seaview Resort should focus on promotional activities to increase awareness about the improved services and facilities available for customers as well as low prices for high-quality services (Smith, 2021).  That will improve awareness among the customers.
[bookmark: _Toc151035260]Porter’s Generic Strategy
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Figure 5: Porter’s Generic Strategy.
Source: (Miller, 2019).
[bookmark: _Hlk150974298][bookmark: _Hlk150974302][bookmark: _Hlk150974309][bookmark: _Hlk150974314]Differentiation: Differentiation requires providing something unique to customers by making improvements in products that could be easily differentiated from competitors (Jagels, 2007). Seaview Resort has poor service for customers, outdated amenities, no eco-friendly environment and neither experiential facility for customers (Drury, 2021). So, Seaview Resort should focus on a differentiation strategy to implement a market penetration strategy to make improvements in its services by providing training to its employees, and by developing an eco-friendly environment around the resort such as planting trees of fruits and flowers (Wang, 2019). Seaview Resort could engage customers with local culture by making decorations of rooms with local heritage products and offering local cultural foods to customers (Worldgolfer, 2023). As well as ensuring a dress code for employees based on local culture and enabling the opportunity for customers to dress up like local people and click photos (Peterdy, 2022). That will increase the occupancy rate of Seaview Resort by attracting new customers who want an eco-friendly and experiential tourism experience which will improve its profitability and build its reputation as a premier vacation destination (Palmer, 2021).  
[bookmark: _Toc151035261]Justification of why strategies are the best option for moving
Market penetration strategy is the best option to create a value proposition for customers by solving existing problems of poor service faced by the customers of Seaview Resort. Also, Also, differentiation strategy is the best option for moving for Seaview Resort as it will help to improve interiors and other services of the organisation based on the current requirements of customers. Market penetration is a turnaround strategy for Seaview Resort and to implement a market penetration strategy Seaview Resort should implement a differentiation strategy. Differentiation strategy will inspire it to improve its service quality by providing training to employees, ensuring eco-friendly and experiential tourism for customers, and focusing on digital and traditional promotional activities (Narver and Slater, 2021). That will help to enhance the profitability of Seaview Resort as well as increase awareness among target customers as a premier vacation destination place for customers (Rodrigues, Maccari and Lenzi, 2022). That will bring the most viable financial outcomes for Seaview Resort by increasing occupancy rate and sales revenue and increasing sales revenue will reduce per unit of fixed cost which will enhance yearly net profit (Atrill and McLaney, 2021). When customers get an eco-friendly and experiential tourism experience and excellent services from Seaview Resort it will inspire them to do positive word-of-mouth marketing that will improve the reputation of Seaview Resort as a premier vacation destination. 
[bookmark: _Toc151035262]8. Financial projections for 2023 to 2026 for Seaview Resort
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Revenue growth projection: The financial projections for 2023 to 2026 show that Seaview Report will be able to earn net sales revenue of 43300 in 2023, 67900 in 2024, 77300 in 2025, and 80200 in 2026. That shows a revenue growth of 85.22% from 2023 to 2026. 
Net profit margin target: Net profit margin targets from 2023 to 2026 are:
Net profit margin target for year 2023 = (15700 / 43300) * 100 = 36.26%
Net profit margin target for year 2024 = (39400 / 67900) * 100 = 58.03%
Net profit margin target for year 2025 = (54400 / 77300) * 100 = 70.37%
Net profit margin target for year 2026 = (55300 / 80200) * 100 = 68.95%
Cash Flow Break-even: The cash flow break-even means the period at which total cash inflows remain equal to total cash outflows (Palmer, 2021). The cash flow break-even for multiple periods can be calculated by subtracting the sum of cash outflows of multiple periods from the sum of cash inflows of multiple periods (Leonidou et al., 2022). So, the cash flow break-even is = 33900 - 28,400 = 5,500. It might be said that 2025 is the period when total cash inflows could equal total cash outflows. 
[bookmark: _Toc151035263]9. Risk Assessment
	Probable Risk
	Effect
	Possibility
	Importance
	Mitigation plans

	Changes in consumer behaviour
	High
	High
	High
	Seaview Resort will make changes in the services of the resort and restaurant based on consumer demands. 

	Pandemic-like spread of the virus
	High
	Medium
	High
	Seaview Resort will provide social distancing facilities.

	Changes in fiscal and monetary policies (Change sin tax rate and interest rate)
	High
	Medium
	High
	Seaview Resort will follow a cost leadership strategy to overcome higher tax rates and higher interest rates. 



[bookmark: _Toc151035264]10. Conclusion
The results of this report met its aim by identifying the reasons behind low profitability as well as a turnaround strategy for Seaview Resort. The report identified that Seaview Resort has lower profitability and liquidity because of lower sales revenue despite of lower ARR that caused a lower net profit margin. Also, Seaview Resort has a higher gearing ratio that shows higher total debt than total equity and quick assets are lower than current liabilities. The reasons behind the lower profitability and liquidity of business are market competition because of the presence of new organizations with modern services and changing customers' preferences to eco-friendly and experiential tourism. Also, higher inflation rate, higher interest rate, poor service quality and outdated amenities of Seaview Resort. These issues could be solved by implementing a market penetration strategy through service differentiation of Seaview Resort. Seaview Resort will be able to reduce its costs and improve profitability by increasing the occupancy rate of business by making improvements in its hospitality services by ensuring an eco-friendly environment and enabling the experience of local cultural heritage to customers. Also, could promote its services to customers which will inspire customers to visit Seaview Resort which will increase its profitability.
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[bookmark: _Toc151035265]11. Recommendation
· Seaview Resort should move to a market penetration strategy to increase the sale of services within the existing market. Market penetration strategy will help Seaview Resort to improve existing services for customers and promote those changes among target customers (Worldgolfer, 2023). That will be effective in attracting customers which will be effective in improving profitability and financial health.
· Seaview Resort should focus on a differentiation strategy that will help Seaview Resort to improve its interior design as well as its services based on eco-friendly and experiential tourism to catch the attraction of customers enhance the sales of services within existing markets and improve profitability (Smith, 2021). 
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[bookmark: _Toc151035266]12. Appendix
Appendix 1: Inflation rate in the UK.
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Cash Flow Analysis (2022):
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Financial projections for 2023 to 2026 for Seaview Resort

Income Statement
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Unexpected jump in UK inflation

UK consumer price inflation unexpectedly rose to 10.4% in February, pushed up by higher food prices
and more expensive drinks in pubs and restaurants.
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Income Statement Analysis (2020-2022):

item
Total Revenue
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Gross Profit

Net Profit (Loss)

Net Profit Margin
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Balance Sheet Analysis (End of 2022):

ttem Amount
Total Assets 1,030,000

- Current Assets 250,000

- Property & Equip. 630,000 (100,000 - inventory)
- Other Assets 150,000

Total Liabilities 580,000

- Current Liabilities 180,000

- Long-term Debt 400,000

Equity 450,000
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Current ratio = Current assets / Current liabilities

=£250000 / £180000
=1381

Acid test ratio = (Current assefs — inventories) /

Current liabilities

= (£250000 — 100000) / £180000
=£150000 / £180000
=0.83:1

Debt-to-equity ratio = Total debt / fotal owner’s equity

= £580000 / £450000
=129:1

Return on Assets (ROA) = (Net Profit / Total Assets) *
100

For 2022 = (47500 / 1,030,000) *
100
=-461%

Return on Equity (ROE) =

Net Profit / Total Equity

For 20, 47500/ 450000) * 100

10.56%





