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This report will provide key management and business concepts for the next business plan. The report will analyse three key areas: environmental, human resource systems and evaluation of business performance. The methods of analysis comprise the key challenges of managing the organisation Alton Towers using environmental analysis by using a swot and pestle analysis.  Current management processes have been evaluated and key performance indicators and ratios have been evaluated.

 The findings will be throughout the report and in the appendices. The swot and pestle results are shown in the appendices tables. Calculations and ratio analysis will be in the main body. Results show that Alton Towers are performing well with an increase of on sales from 2015 to 2016.

It is recommended from the findings that Alton Towers could offer more value deals due to uncertainty of Brexit to increase more visitors. Also increase promotional marketing and increase awareness of health and safety by communication with customers and staff.
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1. [bookmark: _Toc7387247]Introduction 

The purpose of this report is to discuss managerial and business concept for the next organisation’s business plan. The organisation that will be discussed is Alton Towers and will analyse what are the key challenges facing the company. This report will also suggest recommendations to help improve or change in managerial areas.

Alton Towers Resort is operated by Merlin entertainments Group which is the United Kingdom’s largest attraction operator (Merlin entertainments,2019). Alton towers is the main theme park in the United Kingdom and with a strong brand reputation. The organisation has faced many challenges over recent years, and this has affected the way in which the business has been managed.

This report will discuss the economic challenges for Alton Towers by a pestle and swot analysis. Secondly, the report will discuss how management and human resource processes and lastly the business performance over 2015 and 2016 by using key performance indicators and ratios.

2. [bookmark: _Toc7387248]Environmental analysis

[bookmark: _Toc7387249]2.1 Pestle analysis


Alton Towers is a tertiary production. The organisation is affected by numerous external factors that impact the way in which the organisation is managed. The political factors that impact Alton Towers are tax rates. Tax is an obligatory charge set by the government (Griffiths and Wall,2011). Currently the current United Kingdom tax VAT rate on goods and services is 20% (Gov,2019). The annual accounts (2016) show more profit Merlin had made in 2016 compared to 2015 that there was an increase in profits which mean more income was subjected to tax. Another tax is corporation. As Alton towers and other resorts from Merlin are based in the United Kingdom, the company pays corporation tax on all of its profits. The rate in the United Kingdom for organisations profits is 19% (Merlin annual accounts,2016).

After the government rising business rates and is expected to rise 50% by 2020, Alton Towers owner has asked for a tax cut due to the fall in visitor numbers after the crash that happened in 2015 and many people have been put off rides supported by Craven (2018). However, this case has been dismissed. This shows how the tax rates are affecting Alton Towers and Merlin overall by them reviewing their annual tax at the end of the year. With business rates, the national living wage is also affecting Alton Towers. The national minimum and living wage had increased (Gov,2019), this could therefore affect Alton towers profits and means outgoing may need to be reassessed. 

Brexit is another political factor that is currently affecting businesses. Due to the extension of Brexit, this is causing a prolonged uncertainty on what this will mean for businesses (Goodman,2019). On the contrary, Alton Towers (2019) have set up a campaign in order to attract families as families are worried about money and what to do with free time. Therefore, this campaign is a distraction over the uncertainty and encourages leisure time.

Brexit will also mean the United Kingdom will operate under new laws. With the European trade, with the uncertainty of the negotiations of a new trade deal could mean the United Kingdom could leave the single market, increased tariffs could be an option which could increase expenses (Edgington 2019). This will therefore effect Alton Towers negatively. However, this could be a benefit to the organisation as it will allow them to negotiate new deals from other countries without having to comply with EU rules (Gov,2019). From the Birmingham mail (2016) article this shows that foreign visitors will be able to travel to the UK cheaper, therefore more consumers from abroad.

The macroeconomics that have an effect on Alton Towers is economic growth. This relates to the expansion of national income over a period of time (Sloman, 2016). The national of statistics (2019) show gross domestic product (GDP) has grown to only 0.2%. This is still weak however it is still growing modestly Alton towers has a positive impact on GDP as it encourages domestic and inbound tourism as consumers are paying money un the UK.

The current inflation rate is 1.8% (GOV,2019)). From the BBC news article (2019), the target set by the bank of England is 2%. This could impact on Alton Towers as consumers may be putt of spending as they may think it will be cheaper in the future therefore this can result to staff losing their jobs. Although inflation is lower than the benchmark, over the year’s inflation has risen (BBC news ,2019). This means wages have increased, maintenance of the park. This has increased entrance fees in order to keep profits up (BBC news,2019). Interest rates have been on hold due to the uncertainty over Brexit with this and the target set for inflation, this is to sustain growth and employment (Telegraph,2019).

The current UK unemployment rate is 3.9% (GOV,2019). This indicates that job market is very competitive making less option of people out there for recruitment highlighted by Partington (2019). This might lead to less experienced skilled workers for Alton Towers. Controversially, low unemployment can benefit Alton Towers as more people are earning a wage, this means more people can afford to visit the park which increase sales (BBC news,2019). Customers have an influence on microeconomic factors impact Alton Towers. It is essential that visitor numbers increase for profit. 

Alton Towers need to adapt to the external social factors to be a successful company. It will need to be aware of society’s preferences. Sloman (2016) suggests this will be influences by the beliefs and values of populations. If a product is in demand by the consumer, the market will need to offer as highlighted by Sloman (2016). Alton Towers need to keep up with the trends in order to get people attention. With the trend glamping, Alton Towers have opened overnight wooden pods (Castle, 2019). It also opened the first ride that has virtual reality onboard (Alton towers,2019). Consumers are wanting a unique leisure experience and Alton Towers are adapting to this. Griffiths and Wall (2011) suggest increasing technology, theme parks need to keep up and adapt.

With an ageing society, this impacts Alton Towers as it could cause a shortage of workers and wages inflation could increase. This can of an impact on the recruitment and selection as there are less of the working age to choose from. From the Gov (2016) website, 11.8 million (18%) of the population were over 65. Also, the working age is decreasing and those who are at pension age is increasing (national statistics,2017). Alton Towers higher a diverse group of workers according to Merlin’s accounts (2016). An increased workforce diversity is needed for skills and experience in the industry (Gov,2016).  

To adapt to the changing and innovative technology, Alton Towers have used the advancement in smartphones by creating their own app (Alton Towers,2019). Due to the threat of substitution, Alton Towers need to keep innovating products to improve consumer experience. This is a useful way of marketing and giving out information to consumers on information and queue times. With the introduction to creating rides with advanced technology such as virtual reality, staff members will need to be trained and more recruited in high season.

In order to protect the environment, Alton Towers needs to follow the environmental protection act 1990 (legalisation gov,2019). Laws have been put in place to protect the environment and regulatory bodies such as environment agency are responsible. Staff and customers are entitled to follow regulation. Alton Towers have put in place strategies to make the business more sustainable (Alton Towers,2019). Examples are censored taps, lights and a reduced amount of water used. Recycling is also important to the organisation, there are separated waste facilities to encourage guests to recycle to limit the waste going to landfills.

Griffiths and Walls (2011) suggests that more laws and regulations are put in place to protect consumers and employees. Anti- discrimination and health in safety laws are in place. The independent (2015) outlined how Alton towers breached health and safety and had to pay a massive fine. This has impacted the company in all areas, financially, staff losing jobs and reputation. Alton Towers will need to notify staff of any changes that impact the business and will also need to notify customers on health and safety of the rides (Melo,2012).

[bookmark: _Toc7387250]2.2 SWOT analysis

After conducting a swot analysis, the internal strengths of Alton towers are it attracts a large population of demographics there are attractions for all ages (Alton towers,2019) The biggest amusement park in the United Kingdom has a strong reputation, as it is known for quality rides (Linge,2018). Although the weaknesses have impacted Alton towers. During peak season times, compared to other theme parks, Alton Towers are more expensive. According to research, Alton towers is the second most expensive day out (Mirror regional newpaper,2018). From Porter’s five forces, Alton Towers need to alternate prices and products to allow customers to choose. Another weakness is technical operation. Faults with a ride have left passengers in the air for length times highlighted by Rogers (2018). This can put off customers.

The external opportunities that Alton towers can exploit is collaboration with other organisations. This can help increase growth and get into new markets (Bennet ,2017). This also can help shape a future for Alton towers and gain an additional control.

External threat out of Alton towers control is weather and London terrorism attacks (ITV,2018). This has had an impact on visiting numbers and the business itself which impact the financial management of the organisation. Competition can be a threat with new products being formed. From Porter’s threat of new entry, competition from Drayton Manor can impact Alton tower as it is currently attracting younger families with its expansion of the park (Telegraph,2018)
3. [bookmark: _Toc7387251]Performance management audit

[bookmark: _Toc7387252]3.1 Recruitment and selection

The economy can impact recruitment as supply and demand fluctuates (Torrington,2017). In order to find the right application for a job vacancy in an organisation, a process of recruitment and selection is done. Armstrong (2012) explains that the process of recruitment is discovering and captivating the right people the company needs to achieve their goals. Selection is the part of recruitment where the right candidate or applicant is selected for the role. Loannis and Oosrom (2015) discuss that there needs to be an effective system in place in order to attract and gain the right employer for the company. 

Organisations are continually looking for individuals who can add value and new ideas to their company. It is seen as important to get the recruitment and selection process right because this takes time and money (O'Meara, B. & Petzall, 2013). Therefore, an organisation needs to attract a suitable applicant for the current job vacancy.

There are a variety of methods of recruitment. Alton towers (2019) recruit by advertising online. Therefore, an applicant will need to apply online and attach a cv and covering letter. After 14 days, a list of people will be shortlisted and therefore will receive an email or phone call to go onto stage 2. Stage 2 requires applicants to go through an assessment centre where they will take part in group activities depending on the job role. Assessment centres are seen as a successful way of selecting a high potential employee in different organisation settings (Loannis and Oosrom (2015) They will then go onto an interview to finish it off. Alton towers will then go through the applicants and choose the right person for the job. 

This method is also used by other organisations. For example, Virgin Atlantic also use this method (Virgin atlantic,2019). Therefore, this process of selecting the right employer is seen as effective. Other organisations such as the Hilton hotel have a different recruitment and selection method. After the interview, if successful there will then be a series of tests to see if their ability on different tasks. There is a background check and then a final selection decision. If the applicant is successful, they will then have to have a physical examination then the job offers (Hitlion,2019).

3.2 Equality and diversity

In the selection process, many individuals have been discriminated against due to their criteria by organisations (Torrington et al, 2017). Claydon and Beard (2010) define discrimination as the prejudgement of categorised groups of people. However, to prevent this, the equality act (2010) protects people in the work place from discrimination (Gov,2019). The protected characteristics are in place by the law and employees and employers must obey to this according to Leatherbarrow and Fletcher (2014). An example from Merlin’s annual accounts (2016) suggest that the company are committed to make sure that diverse groups are represented through the organisations structure. CIPD (2010) cited in Torrington et al (2010) argues that organisations need to recognise the different groups of people and value and support job performance. 

One of Merlin’s aims has been to increase the gender diversity. Merlin’s gender pay report (2017) stats show that the gender split at Merlin is 52% are female and 48% are male. The mean gender pay gap at Merlin is 16.55% which is below the United Kingdom average of 17.4%. One of the reasons for this a lack of female representation in senior level and higher paid roles. In 2018, the gender pay gap decreased to 8.6% in full time workers (Gov, 2018).

From the Alton towers website (2019) it suggests that they try to make sure their facilities are made accessible to everyone. Additionally, they have created a report on how some of the attractions can be physically demanding. Therefore, for health and safety, staff have the right to refuse someone if there is danger to the individual and this does not mean discrimination. A news article by Pond (2016) in the interview she argues how she has accused Alton towers of discrimination. Pond was told to get off one of the rides as she only had one hand, however the staff operating that ride had not given her a proper reason why and she had been let on the ride previously on countless of times. This suggests that a clear reason was not given to Sarah and therefore she felt discriminated against. From a theme park in Cornwall, a boy was felt he was discriminated against from not providing suitable lavatories (BBC,2018). These news reports suggest that theme parks are not providing the right information and facilities for disabled people.

3.3 Performance management 

Performance management is a constant procedure and consists of performance, goal objectives, motivation factors and purpose suggested by Marchington and Wilkinson (2012). The importance of this is it is key to achieving objectives and is a tool to communicate.

Performance management is the procedure that complys of activities conjoint to show effectual management of people at work (Leatherbarrow and Fletcher 2014). Therefore, an employee’s performance can contribute to the success of objectives created by an organisation and strategies. A blog from Gov (2014) from a recruitment manager Kerry Alcock states that employers are key to success. Armstrong (2012), suggests that the individual’s performance improves from the main aim of performance management. Alton Towers say that they give their employers opportunities to grown through training (Alton Towers,2019). This will improve the overall team performance and organisations which agrees with Leatherbarrow and Fletcher (2014). 

The process of performance management is to plan, act and monitor (Armstrong,2012). Firstly, the performance is planned by roles, objectives and development. Secondly this needs to be acted on and carried out to achieve the objectives set. This needs to be monitored by managers by checking progress and providing feedback. Sumi (2018) implements that performance can be measured and recognised excellent performance should be rewarded or improvement should be outline for poor performance. Therefore, underperformers can be dealt with by extra training or a warning. Achievers can receive awards such extra responsibility or advanced pay. Lastly of the process, a review will be conducted where feedback is given, and improvement can be suggested.

Effective performance management effectiveness can be through the AMO theory. Managers and employees need to have the ability to perform for the job (Waeyenberg,2018). Engineers at Alton Towers will need to have the right knowledge and skill to work on a ride. Appelbaum et al., (2000) outlines that through the recruitment and selection process, organisations need to recruit skilful employees and provide training if necessary. Waeyenberg (2018) Motivation is needed to apply and this can be through extrinsic such as a raise in pay or intrinsic to encourage employers. Alton towers will need to provide opportunities by making the employers involved and to fulfil activities for the organisation

Managing individual performance id developed by the process and individuals need to show the managers that they are achieve objectives, specific areas of work such as skills are shown such as communication and behaviour is demonstrated. However, team performance will need to be discussed together and objectives are feedback is discussed and monitored.  An article by Schutte (2014) suggest that staff are recognised and rewarded for excellent performance. Staff are valued and staff are encouraged to seek out training. Their KPIs are built around people related actions. Also training is important to them.

Key performance indicators are used to determine level performance. This involves setting smart objectives for activities in the company (Gibbs,2011). This method can be adopted by Alton towers as it is seen as effective as it is seen as value for money.

[bookmark: _Toc7387253]4. Ratios


Profitability ratios 

Gross profit margin
2015- calculation-1,085,000,0001,457,000,000 x 100= 84.89%
2016-calculation-1,230,000,000/1,457,000,000 x 100=84.42%

Net profit
2015- calculation-170,000,0001,278,000,000 x 100=13.302%
2016- calculation-211,000,0001,457,000,000 x 100=14.48%

ROCE
2015- profit before interest- 4,600,000 + 170,000,000=174,600,000
calculation- 174,600,000 2,478,000,000 x 100=7.04%
2016- profit before interest- 4,600,000+211,000,000=215,600,000
calculation- 215,600,0002,959,000,000 x 7.28%

Asset turnover ratios

Total assets turnover
2015- calculation- 1,278,000,0002,478,000,000= 0.51 times
2016- calculation-1,457,000,0002,959,000,000=0.49 times

Fixed asset turnover
2015-calculation- 1,278,000,0002,475,000,000=0.51 times
2016- calculation- 1,457,000,0002,958,000,000=0.49 times

Working capital
2015-calcualtion- 1,278,000,000 3,000,000= 426 times
2016- calculation- 1,457,000,0001,000,000=1457 times

Liquidity- 

Current ratio
2015-calcualtion- 260,000,000 257,000,000=1.01
2016- calculation-340,000,000339,000,000= 1.00

Quick ratio
2015- calculation- 260,000,000- 30,000,000257,000,000= 0.89
2016- calculation- 340,000,000-36,000,000339,000,000=0.89

Debtor days
2015- calculation- 76,000,000 x 365 76,000,000= 365 days
2016-calcualtion- 86,000,000 x 36586,000,000= 365 days


creditor days

2015- calculation- 41,000,000 x 365 189,000,000= 79.17 days
2016- calculation-63,000,000 x 365 233,000,000= 98.68 days

Gearing

Debt ratio
2015-
Total debt is current liabilities + long term= 257,000,000+ 1,158,000,000= 1415000000
Total assets is fixed assets + current assets=2,475,000,000+340,000,000= 2815000000

2015-  0.50

2016-
Total debt is current liabilities + long term=339,000,000+1,441,000,000= 1780000000
Total assets is fixed assets + current assets= 2,958,000,000+340,000,000=3298000000

2016-0.53

[bookmark: _Toc7387254]4.1 Analysis and key performance indicators

Key performance indicators are a useful way for managers to measure how well their organisation is performing (Marr,2012). It is a useful way of measuring performance management in the human resource department. Ratio analysis is a method of identifying a organisations financial performance. Marsh (2012) states that this is useful in identifying trends from annual financial statements in profitability, liquidity and gearing.

Profitability is the ability of an organisation to produce profit gain. Wearing (2008) clarified that profitability can be measured by the comparison of profits to sales revenue. In 2016, there was a slight decrease in the gross profit margin and increase net profit which therefore means that sales revenues remain. An increase in net profit margin could mean that Merlin is performing well with sales revenues (Weetman,2013). This could be that Merlin reduced costs to attract more customers which then leads to a higher turnover (McLaney,2014). The increase could be due to increase of customers by 1% in 2016 (Merlins annual accounts, 2016). This therefore could mean there is still a demand for the product and Merlin can therefore increase prices. Marr (2012) sets a benchmark between 20% and 40% which is seen as good. Merlin are below average however with higher expenses in 2016 compared to 2015, this could be one reason why it is below target.

A decrease in gross profit could mean higher costs or decline in sale prices (Elliot,2009). The benchmark for gross profit is 40% (Marr,2012) Although, Merlin might have a different benchmark set to achieve targets. Merlin results show this is double which indicates a good profit. With a slight decrease from 2015, products and services could have been affected by adverse weather (Financial times, 2017)

Return on capital employed (ROCE) is a useful way to measure Merlin’s profitability. Profit is calculated by earnings before interest and tax. The calculations of ROCE from Merlin’s financial statement show that it is below average benchmark of 20% (Marr,2012). Merlin might have set a lower target to compete with other organisations. A lower ROCE could indicate that the income may be low compared to the assets owned. Therefore, the organisation returns of the assets being reduced compared to the organisation paying for its borrowed funds (Atrill,2012). With an increase in 2016, this might be that Merlin have invested more into the company highlighted by Mclaney (2014).

A difference in in asset turnover shows how well Merlin utilises their assets and this is a key measurement of profitability (Fairfield and Yohn, 2001). Fixed assets turnover ratio measures the relation between sales and the investment in fixed assets (Stickney et al,2009). A decline in 1 year could indicate that there was increased expenditure at Merlin. Specifically, more attractions and equipment. With a sales growth from 2015, this also could be an also be a reason for a decline in fixed assets (Elliot,2009). Merlin have improved the working capital ratio considerable which can suggest the company are utilising assets (Marr)

Liquidity ratio is another way of measuring how well an organisation meets the ability to encounter short-term responsibilities (Rashid, 2018). From 2015 to 2016, current assets and current liabilities increased. With Merlin having a current ratio of 1, this adequate to generate cash to pay off their liabilities (Hodge, 2008). The quick ratio as stayed the same after a year. Although it is below 1, minus the inventories, the current assets do not cover the current liabilities. This might be planned by Merlin and might be linked to expansion for example, recruiting more staff at Alton Towers (Atrill,2012). For Merlin, this can be short term and not a cause for concern

Creditor and debtor days measure the flow of money in and out of the organisation (Marsh,2012). There was no change in debtor days for Merlin and it takes 365 days for Merlin to receive payment. This high number could indicate inefficiency or more needed credit terms. (Bloomsbury,2007). However, Merlin may have set larger terms for debtors and with having the same figure for both years shows consistency. With an increase in creditor days, this can show that Merlin can conserve cash for longer (Fridson and Alvarez,2011). It also depends on the terms set out on creditors.

In 2016, the debt ratio increased. This could be because there was more involvement in long term suppliers (Atrill,2012). It could also mean that the company are borrowing more compared to 2015. Merlin might have their own internal benchmarks with other lenders. A high gearing can be seen as not a bad thing as it can be an advantage to borrow according to Hodge (2008). This is because lenders will not request to an inflated rate of return of investment. Extra value will increase. With an increase, this shows Merlin are comfortable with debt and the company are obtaining finance to pay debt off (Atrill,2012).



[bookmark: _Toc7387255]4.2 Smart objectives

After reviewing and analysing the financial statement, smart objectives have been created to reduce expenses as expenses increased in 2016.

Objectives: 

 To reduce staff expenses by reviewing current employees’ performances by the end of the year and delegate their responsibilities as less staff is then needed.  

 Negotiate rent to reduce expenses.

To increase marketing expenses by 10% and review the outcome to see if more profit has been made in 1 year. This collates with return on investment. 

Reduce operating expenses by identifying inefficiencies with processes to reduce waste which saves time and money.

5. [bookmark: _Toc7387256]Recommendations

The recommendations for improvement for Alton Towers are to communicate and make customers and employers more aware of the health and safety procedures after the repercussions of the Smiler accident. To stand out from competitors and increase visitor numbers by offering more product and services. The increase of promotional marketing will increase awareness of products and services the resort has on offer. Thirdly, to improve deals that are on offer by reducing cost of admissions to offer more value for money due to the uncertainty of Brexit. To improve recruitment and selection, Alton Towers could undertake a performance review to make sure the right people are in the right area of work and responsibilities are outline. This can also help to reduce expenses.


6. [bookmark: _Toc7387257]Conclusion

Overall, Alton Towers are performing effectively.  Some improvements and changes are needed to adapt to internal and external factors affecting the organisation. With Brexit uncertainty, Alton Towers have adapted well by creating a campaign to try and increase visitor numbers. Visitor numbers is on the increase and from Merlin’s annual accounts (2016) this is evident. 

The key areas that Alton towers need to reform is health and safety. Clearer information is needed to be communicated. Internal and external factors have been affecting the way in which Alton Towers are run and need to keep adapting to new initiatives and keep innovating their resort. Alton Towers are utilising their assets well and sales have increased, however inefficiencies show in the ratios in liquidity ratios. 

Overall, the future for Alton Towers and Merlin entertainments is looking positive with their profit sales and the way in which the organisation is managed.
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8. Appendices

[bookmark: _Toc7387260]8.1 Appendix 1: Pestle analysis


	Political
	Tax rates, corporation, business rates, minimum wage, Brexit and EU trade.

	Economic
	Economic growth, inflation, interest rate and unemployment rate.

	social
	Belief and value, trends, experience and ageing population

	technological
	Apps (smartphone), technology on the rise

	legal
	Laws and obligations and health and safety

	environmental
	Climate change, sustainability and environmental laws
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8.2 Appendix 2: Swot analysis

	Strengths
	Alton Towers attracts a variety of demographics.
It also has a strong brand image

	weaknesses
	Compared to other organisations, can be seen as expensive.

	opportunities
	Can collaborate with other companies and take advantage of technology.

	threats
	Due to terrorism in London, this has impacted Alton Towers.
Bad weather
Competition.
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