












Name: Elena Claudia Pasare
Student ID: 2131347
Module title and number: BMIH5007 – Financial management for the hotel industry
Lecturer’s name: Tristan Hawkins
Title of report: Report Case Study: The Seaview Resort 





























Table of Contents
Introduction	3
Financial performance over the past three years	3
Key reasons behind the decline in profitability	4
Strategy to revitalise the resort's financial health and restore its reputation	6
1. Operational Restructuring:	6
2. Strategic Repositioning:	6
3. Marketing and Sales Revitalisation:	6
4. Financial Management:	7
5. Customer Relationship Management:	7
6. Monitoring and Evaluation:	7
Conclusion	8
References	9










[bookmark: _Toc149989624]Introduction

The Seaview Resort, once a beacon of luxury and relaxation along the pristine coastline, has encountered significant financial headwinds. This report provides a critical analysis of the resort's financial performance over the past three years, unravelling the complexities behind its diminishing profitability and occupancy rates. In an industry propelled by evolving consumer preferences towards sustainability and unique experiences, our investigation assesses the resort's operational challenges within a fiercely competitive market. The ensuing comprehensive turnaround strategy seeks to not only stabilize the resort's fiscal health but also reinvigorate its brand, ensuring The Seaview Resort reclaims its stature as a premier vacation destination.
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The Seaview Resort's financial performance from 2020 to 2022 has been characterised by a worrying trend of declining revenue and profitability. The total revenue has decreased consistently, from £520,000 in 2020 to £430,000 in 2022, marking a significant drop of around 17.3% in just two years (Seaview Resort Income Statement, 2022). This downturn is a reflection of the competitive pressures within the coastal resort market and a shift in customer preferences towards eco-friendly and experiential tourism, factors that have not been adequately addressed by the resort (Porter, 1980).
Gross profit margins have suffered as well, plummeting from £130,000 in 2020 to £80,000 by 2022. This could be indicative of the resort's inability to manage its cost base effectively in the face of declining revenue, as operating expenses have increased from £390,000 in 2020 to £450,000 in 2022 (Seaview Resort Income Statement, 2022). The increase in expenses could be attributed to inflationary pressures, increased maintenance costs of outdated amenities, and potentially higher costs of goods sold, which are not uncommon in the hospitality industry (Jones, 1999).
Net profit has followed a similar downward trajectory, falling sharply from £78,000 in 2020 to just £17,500 in 2022, with the net profit margin shrinking from 15% to 4% over the same period. This declining trend in net profit margin is a clear indicator of the deteriorating financial health of the resort and raises concerns over its long-term viability (Seaview Resort Income Statement, 2022).
The resort's balance sheet at the end of 2022 shows total assets of £1,200,000, with a significant proportion tied up in property and equipment, which stands at £800,000. Current assets amount to £250,000, of which £100,000 is inventory, possibly representing unsold goods or overstocked supplies (Seaview Resort Balance Sheet, 2022). Total liabilities are high at £750,000, with a considerable portion attributed to long-term debt of £500,000. This high leverage could be putting additional strain on the resort's finances due to interest obligations and repayment pressures (Brigham and Ehrhardt, 2013).
The cash flow analysis for 2021 reveals another area of concern with a net cash outflow from operations of -£80,000 and further capital expenditures of £30,000, leading to a total negative cash flow of -£110,000. This negative cash flow suggests that the resort is burning through its cash reserves to fund operations and capital investments, which is not sustainable in the long run (Seaview Resort Cash Flow Analysis, 2021).
In terms of operational metrics, the Average Room Rate (ARR) has declined from £250 in 2020 to £210 in 2022, and occupancy rates have also decreased from 70% to 60% during the same period. These figures are symptomatic of the resort's decreasing appeal to customers and its pricing power in the market (Seaview Resort Additional Financial Information, 2022).
In conclusion, The Seaview Resort's financial performance from 2020 to 2022 raises significant red flags. With declining revenues, shrinking margins, and negative cash flows, the resort is facing a critical situation. The financial data suggests a need for an urgent strategic overhaul, focusing on cost management, service quality improvement, and repositioning in the market to align with current consumer preferences. The financial patterns underscore the importance of adapting to competitive market forces and consumer trends, which are crucial for the survival of any enterprise in the hospitality sector (Kotler and Keller, 2016).
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The decline in profitability at The Seaview Resort can be attributed to several interconnected factors that, together, have undermined its financial stability.
Firstly, the competitive nature of the coastal resort market has intensified, with several newer and more modern resorts emerging in the vicinity, attracting guests that might otherwise have chosen Seaview Resort (Seaview Resort Market Analysis, 2023). The competition has likely offered more contemporary amenities, aligning with current market trends, which have become increasingly important to consumers (Jones & Lockwood, 2018). Seaview Resort's declining service quality, as indicated by customer reviews, further exacerbates this issue, as modern consumers are not just interested in the tangibles of a hospitality service but also the intangibles, such as customer service and overall experience (Kandampully, 2007).
Secondly, there has been a shift in customer preferences toward eco-friendly and experiential tourism (Seaview Resort Market Analysis, 2023). The growing trend of ecological sustainability and the desire for unique, personalised experiences have significantly influenced consumer choices in the tourism sector (Weaver & Lawton, 2017). Seaview Resort's inability to adapt to these trends suggests a misalignment with the evolving demands of the market. Today's consumers, especially in the context of luxury resorts, look for environmental stewardship and opportunities to engage in local culture and activities, which appears to be missing from Seaview's offerings (Smith & Puczko, 2014).
The financial data reflects these operational challenges, with a decline in Average Room Rates (ARR) from £250 in 2020 to £210 in 2022, and a decrease in occupancy rates from 70% to 60% during the same period (Seaview Resort Income Statement, 2022). The resort’s inability to maintain its ARR suggests a loss in its pricing power, potentially due to outdated amenities that fail to justify higher prices (Seaview Resort Additional Financial Information, 2022). Furthermore, decreasing occupancy rates indicate a loss of market share and appeal to consumers, which directly impacts revenue (O’Neill & Mattila, 2010).
From a financial management perspective, the increase in operating expenses from £390,000 in 2020 to £450,000 in 2022, despite falling revenues, highlights inefficiencies in cost control (Seaview Resort Income Statement, 2022). These rising costs might be due to several factors, including potentially higher maintenance costs for aging infrastructure, inflated supply costs, or inefficiencies in operations that have not been addressed (Schmidgall, 2006).
The resort's cash flow issues, as evidenced by a negative net cash flow from operations of -£80,000 in 2021, are particularly concerning (Seaview Resort Cash Flow Analysis, 2021). Negative cash flow indicates that the resort's core operations are not generating sufficient cash to sustain the business, which is unsustainable in the long run. Additionally, capital expenditures, despite the negative cash flow, suggest continued investment, possibly in attempts to upgrade facilities, but these have not yet resulted in increased profitability or cash inflow (Brigham & Ehrhardt, 2013).
In summary, the key reasons behind the decline in profitability at The Seaview Resort include heightened competition, failure to align with modern customer preferences, decreasing room rates and occupancy levels, and inefficient financial management. The situation demands a strategic realignment with market trends and consumer expectations, alongside a thorough review of cost structures and operational efficiency.
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To revitalise The Seaview Resort and restore its position as a premier vacation destination, a multifaceted turnaround strategy is essential. This strategy should focus on addressing the immediate financial concerns and repositioning the resort to align with market demands and trends.
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Cost Management: Initiate a thorough review of all operational expenses to identify areas where efficiency can be improved (Schmidgall, 2006). Consider outsourcing non-core activities, renegotiating supplier contracts, and implementing energy-saving measures to reduce utility costs, which can significantly reduce operational expenses (Singh et al., 2014).
Service Quality Enhancement: Invest in staff training and development to improve service quality. High-quality service contributes to guest satisfaction and can encourage repeat visits and positive word-of-mouth referrals, which are invaluable for reputation building (Kandampully, 2007).
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Market Re-alignment: Align the resort’s offerings with current market trends, especially eco-friendly and experiential tourism (Weaver & Lawton, 2017). This could involve developing eco-friendly practices, such as reducing waste and energy consumption, and creating unique local experiences for guests.
Product Differentiation: Upgrade and modernise facilities to differentiate The Seaview Resort from its competitors. Consider introducing wellness programs, spa services, or other unique amenities that can justify higher room rates and improve ARR (Smith & Puczko, 2014).
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Branding and Promotion: Revamp the resort's branding to reflect any new eco-friendly initiatives and experiential offerings. Use digital marketing strategies to target potential customers effectively, focusing on social media platforms to reach a wider audience (Leung & Law, 2018).
Pricing Strategy: Develop a dynamic pricing strategy that takes into account occupancy levels and peak periods to maximise revenue (Kimes, 2011). Special packages and promotions can also be used to boost occupancy rates during off-peak times.
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Cash Flow Management: Improve cash management practices to ensure that the resort operates on a sustainable financial basis. This might include revising credit terms with suppliers and optimising inventory levels to reduce cash tied up in non-productive assets (Brigham & Ehrhardt, 2013).
Debt Restructuring: Explore options for restructuring the resort's debt to reduce the interest burden and improve liquidity. This could involve renegotiating terms with lenders or looking for refinancing options with more favourable terms.
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Loyalty Programs: Implement or enhance loyalty programs to encourage repeat business. Personalised offers and rewards can increase customer retention (Kotler & Keller, 2016).
Customer Feedback: Establish a system for collecting and analysing customer feedback to continuously improve the guest experience. This will also demonstrate to customers that the resort values their input and is committed to improvement (Torres et al., 2014).
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Performance Metrics: Establish clear performance metrics to regularly assess the progress of the turnaround strategy. This will help in ensuring that the resort is on track to meet its objectives and allow for adjustments as necessary (Davidson & Simonetto, 2005).
In conclusion, The Seaview Resort’s turnaround strategy should be comprehensive, addressing both financial and operational challenges while simultaneously repositioning the resort in the market. It is crucial to align the resort’s offerings with contemporary consumer expectations, particularly in terms of eco-friendliness and unique experiences, while also focusing on operational efficiencies, dynamic marketing, and pricing strategies to improve financial performance and rebuild its reputation as a premier destination.
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In conclusion, The Seaview Resort's financial decline is a reflection of broader market shifts and internal inefficiencies. Our analysis indicates that a strategic overhaul is imperative, targeting operational restructuring, market re-alignment, and financial management. The proposed turnaround strategy offers a roadmap to revitalisation, emphasising the importance of embracing eco-friendly practices and experiential tourism. By addressing these critical areas and adapting to the evolving industry landscape, The Seaview Resort has the potential to restore its financial health and reputation. With diligent implementation and continuous evaluation, the resort can once again become a thriving destination that meets the high expectations of its discerning clientele.
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