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The Seaview Resort Case Study
Introduction
	The Seaview Resort was once a beautiful establishment boasting many tourists. The resort's ability to satisfy customers culminated in high occupancy rates. The Seaview Resort has recently recorded a decline in profitability and occupancy rates. Notably, the resort market has exhibited high competitiveness. An influx of new and modern resorts near the Seaview Resort has spelled doom for the premises. Negative customer reviews lead to lower sales (Singh, 2020). Such a phenomenon has been evident at the Seaview Resort. The resort’s guests mainly complain about outdated amenities and poor service quality. Mr. James Henderson, the owner of Seaview Resort, has expressed major concerns about the fate of his establishment. Mr. Henderson is interested in a report outlining the resort’s financial performance and the state of the resort market. Most essentially, Mr. Henderson will succeed with a comprehensive turnaround strategy. This report covers such areas to unearth ways of succeeding in the highly competitive and dynamic resort market. 
Analysis of Financial Performance
	According to Seaview Resort’s income statements, there has been a decline in total revenue. In 2021, the resort recorded a total revenue of £480,000, which dropped from £520,000 the firm recorded in the previous year. The total revenue further dropped to £430,000 in 2022. The Seaview Resort's operating expenses have increased in the last three years. In 2020, the company's operating expenses stood at £390,000 and increased slightly to £400,000 in the subsequent year. In 2022, the Seaview Resort’s operating expenses amounted to £450,000. An increase in the money for operating expenses affects a company’s profit (Moulton, 2019). The Seaview Resort’s gross profit for 2020 was £130,000. In 2021, the company recorded a gross profit of £80,000. The figure remained stagnant in 2022, meaning the company did not record significant improvements in its commercial operations. 
	The Seaview Resort is experiencing business stagnation. Some elements leading to business stagnation include reduced or lack of capital, problems attracting new consumers, inefficient business strategies, and negative changes in customer loyalty. The market analysis indicates new resorts in the company's vicinity. Considering the resorts share a coastline, the Seaview Resort needed to improve its differentiation strategy. In this context, the business has yet to demonstrate its uniqueness and ability to meet the changing tastes and preferences (Bendaraviciute, 2020). The new resorts are gaining customers, while the Seaview Resort is recording a decline in the number of guests booking their stay at the facility. 
	Seaview Resort's net profit has also experienced a decline in the last three years. In 2020, the net profit stood at £78,000 before dropping to £40,000 in 2021. In 2022, there was a further decline in the resort’s net profit to£17,500. As a result, the net profit margin was 4%. The margin had dropped by fifty percent since the resort recorded an 8% net profit margin in 2021. In 2020, the Seaview Resort had a net profit margin of 15%. The margin was attributable to better gross and net profit amounts in 2021. Based on the resort's balance sheet (as of the end of 2022), it is experiencing bad financial health. The company's total liabilities stood at £750,000. The resort may struggle to fulfill its financial obligations (Wild, 2018). When a firm’s liabilities do not match progress in new assets and inventory, it needs a turnaround strategy. 
	The Seaview Resort’s total assets stood at £1,200,000 (with £250,000 as current assets). The resort has property and equipment worth £800,000 (£100,000 accounting for its inventory). The company’s other assets are worth £150,000. The Seaview Resort has a long-term debt of £500,000 and current liabilities of £180,000. The resort's equity stands at £450,000. From this perspective, the company had envisioned growth and positive trends in the resort market (Walker, 2021). However, the current resort market dynamics have not helped improve Seaview Resort's profits or address the high amounts recorded in current and long-term liabilities. 
	Based on the Seaview Resort's cash flow analysis, it is also struggling with poor financial health. As of 2021, the resort's net cash flow from operations stood at -£80,000, while the capital expenditure was £30,000. The change in cash balance (net cash flow) stood at -£110,000. Evaluating the significance of negative cash flows in a business is important. Simply put, the Seaview Resort has more money going out than coming into the business. In this context, the resort cannot cover its expenses from sales alone. The firm needs money from external financing and investments to cover the current deficit (Tranter, Stuart-Hill & Parker, 2014). Although the average room rate has decreased, the occupancy rates have declined. Despite lower prices, the business lacks a significant increase in customers. 
	The ARR (Average Room Rates) in the last three years are as follows: £250 (2020), £230 (2021), and £210 in 2022. The corresponding occupancy rates for the years were 70% (2020), 65% (2021), and 60% in 2022. If the business fails to implement the right turnaround strategy, it will continue recording fewer guests. Based on the company's financial performance, some critical issues require Mr. Henderson's attention. For instance, a high long-term debt ratio in a business indicates a high financial risk. As a result, the business may default on its upcoming payments. The current financial performance also brings to question the resort’s ability to meet its short-term financial debt (Seal, 2019). Such a conclusion is attributable to negative cash flows. 


Reasons behind Declining Profitability
	Based on the resort's financial performance analysis, the business must adapt to new market trends. When new businesses emerge, they are likely to address market gaps. The newer and modern resorts within the Seaview Resort’s vicinity are responding to consumers’ issues. While the Seaview Resort is grappling with negative customer reviews, the new resorts may use such feedback to improve their service quality. Such observations explain why the Seaview Resort grapples with negative cash flows and declining profitability (Moulton, 2019). Due to stiff competition, the Seaview Resort has recorded a decline in customer satisfaction and brand loyalty. 
	Service quality is a defining factor in a resort, like many other establishments targeting local and international tourists. Consumers will likely switch to other facilities when services in such premises worsen. From this perspective, the Seaview Resort grappled with the threat of new entrants and substitutes. The two factors are essential when analyzing a business from the perspective of Porter's Five Forces. First, the threat of new entrants in the resort market was high, leading to a lower market share for the Seaview Resort (Susanto & Bosta, 2018). Such a phenomenon is attributable to better regulations and policies by the local and federal authorities. While the new policies, including smooth licensing for new businesses, favored the other resorts, the Seaview Resort recorded losses and negative cash flows. 
	The cost of doing business increased the Seaview Resort’s losses. Such a factor is evident in the company’s increase in operational expenses. Reduced profits culminated from inventory costs, equipment, rent, and insurance. The increase in the number of resorts in the vicinity indicates a high demand for the coastline property. As a result, the Seaview Resort was paying higher taxes as part of the operational expenses. The company’s property and equipment is worth £800,000. Spending resources to curb depreciation through repairs and replacing the current materials affects the balance sheet and cash flow statements (Guilding, 2014). Such a state illustrates that the Seaview Resort cannot sustain its internal operations without external assistance. 
	The ARR, evident in the financial analysis, has been declining. Reduced room prices lead to lower sales revenue. Such revenue is the most important income for the resort. When more resorts opened up in the vicinity, price wars emerged. In this context, reduced prices did not favor the Seaview Resort. Reduced occupancy rates exacerbated the problem. Such developments indicate that the firm was renting fewer rooms at lower prices (Hennecke, 2019). An amalgamation of such factors explains why the business has more money going out than coming into the business. 
	A look at the business model utilized by the Seaview Resort indicates that it could have improved its facilities and amenities. The newer resorts attracted more customers because they knew the value of innovation in enhancing service quality. The Seaview Resort did not adapt to new market changes. Guests desire high-quality beach resorts with recreational activities, water sports, fitness centers, spas, and heated swimming pools (Cai & Alaedini, 2018). The introduction of better amenities culminated in the mass migration of customers from the Seaview Resort to the newer and modern facilities. 
	One of the driving factors for profitability is positive customer reviews. Such reviews are supplemented by positive word-of-mouth communication about a particular establishment. As the resort continued recording negative reviews, potential consumers lost confidence in the facility. This phenomenon explains why net profits stagnated in the last two years, as evident in the financial analysis. The Seaview Resort did not analyze its target market niche. Every business, including tourist establishments, should be mindful of their target market. Some resorts target the wealthy, while others use fair pricing and affordability to attract middle-class customers (Cai & Alaedini, 2018). The current market analysis indicates that the Seaview Resort operated almost as a monopoly. As a result, the resort significantly influenced the pricing of services in the industry. 
	As times changed, the Seaview Resort lost its impact and brand image. Rather than marketing its services to its target market and niche, the establishment needed to adapt to new circumstances. The resort's lack of cost and product differentiation model explains its reduced profitability over the last three years. Reduced disposable income among the consumers was also a significant factor in the resort's dwindling incomes. Such changes, accompanied by an increase in supply, reduced the consumer base and market shares (Drury, 2021). The resort needed more incentives to retain current customers and attract new ones. 
Turnaround Strategy for the Seaview Resort
	The market and financial analyses unearth problems faced by the Seaview Resort. Mr. Henderson can restore the establishment’s former glory and increase its competitiveness by embracing a turnaround strategy. The first step should encompass an overhaul of the service model. The new model should focus on affordable prices and better service quality. The resort needs to monitor customer reviews and feedback on social media. Such a strategy can help the business in reviewing its prices. By monitoring customer feedback, the Seaview Resort can improve the quality of bookings and reservations (Wilaert, 2020). For instance, the resort can expand its workforce to ensure employees handle bookings quickly. 
`	There is a need for the Seaview Resort to monitor and address its cash flow issues to achieve better financial health. There is a need to eliminate unnecessary operational expenses. Such a strategy can lead to favorable balance sheets and cash flow statements. Such an approach should also include management of current and long-term liabilities. The management should focus on necessary and productive expenditures. There is a need to direct working capital to new projects that can restore the establishment's shape. For instance, spending on automated booking and check-out systems can increase the resort's attractiveness. Although the business should expand its workforce to cater to increasing demand, it should embrace prudent measures (Guilding & Ji, 2022). There should be clear job descriptions to avoid duplications of job roles. 
	The cash flow problem requires accurate forecasting. The Seaview Resort should direct more resources toward market research. Such a strategy is instrumental in understanding future market trends. The resort is in its current state because of failed planning models. A clear understanding of income levels and other economic indicators can help the business plan for growth or decline. A cash flow forecast is a crucial accounting tool for a business to survive tough economic times (Atrill & McLaney, 2021). Evaluating the forecast based on external developments, such as the threat of new entrants, can ensure the business remains competitive in a market featuring changing tastes, preferences, and expectations. 
	The Seaview Resort’s turnaround strategy should encompass effective marketing strategies. Aggressive marketing efforts are crucial in restoring corporate image, the attractiveness of a destination, and profitability. Such strategies should include mainstream and social media to drive bookings and reservations. As a resort located along the coast, there is a need to liaise with local and international travel agencies. Such agencies can offer much-needed referrals for the Seaview Resort. The resort should offer attractive promotions through mainstream and social media channels. For instance, popularizing discounts can increase the number of persons interested in visiting the resort. Tour operators have a strong brand presence on social media platforms like Facebook and Twitter. Collaboration between the resort and tour operators can increase the number of tourists flocking to the resort (Hosseinzadeh Shahri & Nematollahi-Sarvestani, 2020). Such approaches are instrumental in restoring market share and expanding the consumer base. 
	The Seaview Resort should address the declining occupancy rate. There is a need for flash sales campaigns. Such campaigns are crucial in getting more people to book hotel stays. Product diversification is pivotal in surviving in the tourism industry. The resort’s services should transcend ordinary stays. Corporate travel, MICE (Meetings, Incentives, Conferences, and Exhibitions), and vacation homes are growing sectors. The resort should invest in the new product to cater to new consumers (Chen, 2021). Attractive packages for corporate and business travelers can enhance the establishment's fortunes. The resort's websites and social media platforms should outline unique selling points, experiential, and eco-friendly tourism (Chiriko, 2021). Strategic SEO (Search Engine Optimization) can increase the resort’s visibility via digital platforms (Kim & Wang, 2019). Such a strategy can increase the visibility of positive feedback from consumers who have stayed in the Seaview Resort. 
Conclusion
	The Seaview Resort was once a leading tourist establishment, attracting many guests. However, in the last three years, the resort has recorded low tourist numbers, poor customer satisfaction, low occupancy rates, and declining profits. Such problems have worried Mr. Henderson, the resort’s owner. An influx of newer and more attractive resorts within the establishment's vicinity is also a major cause for worry for Mr. Henderson and other stakeholders. Based on the financial analysis in this report, the establishment needs to improve its financial health. There is a need for Mr. Henderson to embrace a turnaround strategy focusing on better financial outcomes. The strategy includes aggressive marketing efforts, prudent financial management, product differentiation, unique selling points, fair pricing, and collaboration with travel agencies. Improving the resort’s cash flow problem requires forecasting and market research to help the business plan according to future trends. 
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