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[bookmark: _Toc150979185]Introduction 
The Seaview Resort, a well-appointed establishment with 25 rooms, a restaurant, a bar, and an event space located on a stunning beach, has been experiencing a decline in revenue, occupancy rates, and customer satisfaction over the past few years. As a result, a market analysis has been conducted to help develop a robust turnaround strategy that will ensure long-term sustainability and attract a wider audience. 
This report provides an overview of the market analysis and key findings, as well as recommendations for a comprehensive turnaround plan. The goal is to create a sustainable structure that will enable the Seaview Resort to reclaim its position as a leading luxury destination and ensure that it remains profitable and competitive in the long run.

[bookmark: _Toc150979186]Background of the Resort Case Study
The company experienced growth in their financials in 2020, with Sea View Resort recording the highest room rate that year. Although the occupancy rate was also at its highest during that period, at 70%, the following year presented a challenge for the company. The GP margin and net profit margins decreased due to a drop in revenue. Despite reducing prices, Seaview Resort Company still experienced lower occupancy rates and revenue. This could be attributed to lower customer satisfaction due to outdated amenities, a decline in service quality, and increased competition in the area.
 The company may not have kept up with the latest technology used by its competitors, such as e-booking of the resort, the internet of Things (IoT), and intelligent room controls, among others. As Yanhua (2023) states “Within the realm of IoT, the research community places significant emphasis on the freshness of information”. Failure to upgrade their services put them at a disadvantage, causing customers to switch to other resorts. The primary reason behind the lack of financial stability is the hotel's failure to adapt to changing conditions and customer expectations, which are crucial to staying ahead of the competition and gaining a competitive edge.






[bookmark: _Toc150979187]Financial Analysis 
[bookmark: _Toc150979188]Income Statement Analysis:

Gross profit margins: 
(Gross profit*100)/Sales 
2019= 25%
2020= 16%
2021= (4.65%)

Net profit margins:
(Net profit*100)/Sales
2019=15%
2020= 8.33%
2021= (11.04%)

According to the growth ratios, it appears that the company's profits have experienced a decline over the past two years, namely 2021 and 2022. This decline can be attributed to reduced revenue and increased operating expenses. Although the company lowered its room rates, the occupancy rate still suffered due to several factors, including customer preference for competitors, outdated technology, and environmentally harmful practices (Palepu et al., 2020).

[bookmark: _Toc150979189]Balance sheet analysis 
 The resort has resources worth $1,030,000 that it can use to make money and run its operations. However, it also has debts worth $580,000 that need to be paid. The equity of the resort in this case is $450,000. To better evaluate the financial performance of the resort, it's essential to compare these figures with industry standards and use ratios for better analysis (Palepu et al., 2020).

[bookmark: _Toc150979190]Cash flow analysis 
The resort is currently experiencing financial challenges mainly due to negative cash flow from its operations and capital expenditures. The resort's day-to-day activities are not generating sufficient cash to cover its operating expenses, resulting in negative cash flow from operations of around $80,000. This could be attributed to suboptimal expense management, such as high operating costs, including labor and utility expenses or maintenance expenses. The resort has made significant investments in capital expenditures amounting to $3,000. To address the current financial situation, the resort needs to consider spreading the cost over time and exploring financing options for capital projects (Palepu et al., 2020).

[bookmark: _Toc150979191]Financial ratio analysis:
Current Ratio 
2022 = 250,000/180,000= 1.38
Acid test ratio
2022=150000/180000= 0.83
Debt to equity ratio
2022= 400000/450000= 0.89 
Return on Assets 
2022= (47500)/1030000= -0.046
Return on equity 
2022= (47500)/450000= -0.11

The company's current ratio of 1.38 indicates that it has a higher amount of current assets compared to current liabilities, which is generally considered a positive sign. This suggests that the company could pay off the liabilities (short-term ones) by using the business’s current assets. However, the quick ratio indicates that the company may not have enough liquid assets to meet its current liabilities and may be more reliant on its inventory. Additionally, despite higher equity, the company still maintains a significant amount of debt, and the primary concerns are the financial cost and principal repayment, especially since the company is currently incurring losses and experiencing cash flow issues. Hence, this is not a favourable situation for the company.
Moreover, the return on assets (ROA) is -0.046, implying that Seaview Resort is not utilizing the current business assets effectively to get more income. This could be due to losses or poor asset management. Similarly, the return on equity (ROE) is also negative (0.11), indicating that the company is not producing returns for its shareholders, which could be due to net losses or ineffective use of equity (Revsine et al., 2021).




[bookmark: _Toc150979192]SWOT Analysis
The SWOT analysis is a highly structured framework that identifies and analyses all the factors (internal and external) that might have an impact on a business or organization. By performing this type of analysis, organizations can acquire valuable insights into their operations and identify areas for improvement. It is a widely accepted method for evaluating business strategies and can be used to inform decision-making around future operations. A SWOT analysis requires meticulous attention to detail and is an essential tool for any business looking to improve its performance and outcomes (Gurl, 2017).


	Strengths
· One of the significant strengths of Sea View Resort is that it is a renowned destination for tourists. 
· In addition to this, another strength is that it has an exceptional view from the resort
.
· Its primary strength is its location, which attracts people and thereby can be regarded as one of the potential strengths.
· The Seaview Resort provides a wide range of recreational facilities and high-quality accommodation.
· It provides excellent quality customer service that has helped Sea View Resort stay ahead of competitors.
	Weaknesses
· One of the potential weaknesses of the Seaview Resort is that it has high costs associated with its operations.
· Furthermore, the resorts suffer from seasonality and thereby face challenges off-season. 
· Another weakness is that the resorts do not have effective marketing strategies to reach a wider audience.
· The Seaview Resort has a limited customer database (Oleksiy,2013).

	Opportunities 
· The Seaview Resort can make an efficient marketing plan for expanding and reaching a wider audience. 
· It can incorporate technology within its operations to prevent long waiting and make the process seamless by giving booking options online.
·  The Seaview Resort can plan on incorporating innovative activities by which revenue streams can be expanded.
	Threats 
· One of the significant threats faced by the Seaview Resort is that it suffers from high competition.
· Another threat faced by the Seaview Resort is that it is significantly impacted by economic fluctuations that change the spending patterns of people as well.
· With the changing economic conditions, customer preferences also change frequently, which can impact demand and trends.





[bookmark: _Toc150979193]Market Analysis
[bookmark: _Toc150979194]The coastal resort market is competitive. 
Seaview Resort is currently facing strong competition from newer resorts in the neighboring areas. These resorts have identified a gap in the market that Seaview has been unable to address for its customer base. They are offering eco-friendly environments that are built and operated with a commitment to environmental sustainability. As per Silva da Rosa's (2017) research, the hotel industry holds significant economic importance in the tourism sector. At the same time, it also generates environmental impacts that call for effective management. These sustainable practices include energy-efficient design, water conservation, waste reduction, and the utilization of renewable energy sources. 
Additionally, guests are given the opportunity to connect with the local culture and nature, which provides a unique experience. In contrast, Seaview Resort has been offering similar services for an extended period, which may have led to customer disinterest and a loss of market share and profits (Rather and Sharma, 2017).

[bookmark: _Toc150979195]Customer grievances about declining service quality and outdated amenities
Maintaining high levels of customer satisfaction should be the top priority for any hospitality enterprise. Regrettably, Seaview Resort failed to deliver adequate services to its clients, resulting in widespread dissatisfaction. Susskind (2015) discusses the topic of customer complaints management and finds that the main issue is the inadequacy of services and inadequacy of information which leads to the customer's loss of control over their experience.  As a result, this shortcoming provided an opening for other businesses to enter the market and establish themselves. For many years, the resort's proprietor failed to invest in upgrading their facilities or improving the quality of their services, as there was no competition in the market. This situation led to little incentive to enhance the offerings. Additionally, the COVID-19 pandemic may have presented financial challenges and tight budgets, limiting the resort's ability to invest in improvements (Rather and Sharma, 2017).

[bookmark: _Toc150979196]Turnaround strategy
[bookmark: _Toc150979197]As narrated by Gotteiner et al. (2019), a turnaround strategy embodies an extensive plan implemented by a company beset by underperformance and financial instability to revitalize its performance. It encompasses the process of reconstructing and transforming the organization. A well-crafted turnaround strategy is integral to Seaview Resort to augment its financial performance and to establish a stable structure (Imhanzenobe, 2021). 
The Seaview Resort must redefine its vision and objectives to better align with evolving market trends and the evolving preferences of its customers. Furthermore, the resort should consider implementing effective digital marketing strategies and initiatives to raise awareness among potential customers and attract them to its offerings. It is also recommended that the resort invest in influencer marketing to elevate its online presence and gain insight into customer interests. To revamp its image, the resort must shift its focus towards more contemporary and stylish decor (Infante and Mardikaningsih, 2022). 
According to the final projection obtained through the turnaround strategy, investing GBP 25,000 in digital marketing for the first two years and GBP 15,000 in years 3 and 4 will result in a revenue of GBP 100,000. By investing in influencer marketing, the revenue will increase by GBP 50,000. However, due to cash flow constraints, the resort will need to secure a bank loan of GBP 200,000. At the current bank rate of 12% annual interest payment, the loan will take five years to pay off, and the expected revenue will increase by 25% in the next four years. The operating cost will also increase by 10% due to the change in the hotel's outlook.  All things considered, the financial projections reveal the entire operations of the business   (Street, 2021). 




Financial Projections
	Investment Plan
	2023
	2024
	2025
	2026
	

	Digital Marketing
	 £          25,000 
	 £          25,000 
	 £           15,000 
	 £           15,000 
	

	Influencer Marketing
	 £          50,000 
	 
	 
	 
	

	Hotel Outlook and modern design
	 £        100,000 
	 
	 
	 
	

	Total Investment
	 £      175,000 
	 £        25,000 
	 £         15,000 
	 £         15,000 
	

	Investment Sought
	 £      200,000 
	 
	 
	 
	

	Interest Payments (@ 12 % Annual Bank Rate)
	 £        24,000 
	 £        24,000 
	 £         24,000 
	 £         24,000 
	

	
	
	
	
	
	

	Income Statement
	2023
	2024
	2025
	2026
	

	Revenue (Growth by 25%)
	 £        537,500 
	 £        671,875 
	 £         839,844 
	 £      1,049,805 
	

	Operating Expenses (Annual 10% increase)
	 £        495,000 
	 £        544,500 
	 £         598,950 
	 £         658,845 
	

	Gross Profit
	 £          42,500 
	 £        127,375 
	 £         240,894 
	 £         390,960 
	

	Net Profit/ (Loss)
	 £          20,000 
	 £          75,000 
	 £         175,000 
	 £         250,000 
	

	Net Profit Margin (%)
	4%
	11%
	21%
	24%
	

	
	
	
	
	
	

	Balance Sheet
	2023
	2024
	2025
	2026
	

	Total Assets
	 £     1,170,000 
	 £     1,245,000 
	 £      1,420,000 
	 £      1,670,000 
	

	Current Assets
	 £        270,000 
	 £        345,000 
	 £         520,000 
	 £         770,000 
	

	Property & Equip.
	 £        750,000 
	 £        750,000 
	 £         750,000 
	 £         750,000 
	

	Other Assets
	 £        150,000 
	 £        150,000 
	 £         150,000 
	 £         150,000 
	

	Total Liabilities
	 £        804,000 
	 £        804,000 
	 £         804,000 
	 £         804,000 
	

	- Current Liabilities
	 £        204,000 
	 £        204,000 
	 £         204,000 
	 £         204,000 
	

	- Long-term Debt Equity
	 £        600,000 
	 £        600,000 
	 £         600,000 
	 £         600,000 
	

	Equity
	 £        366,000 
	 £        441,000 
	 £         616,000 
	 £         866,000 
	

	
	
	
	
	
	

	Cash Flow Analysis
	2023
	2024
	2025
	2026
	

	Net Cash Flow from incorporation of turnaround strategy
	£20,000
	£75,000
	£175,000
	£250,000
	

	Capital Expenditures on digital marketing and hotel look
	-£200,000
	 
	 
	 
	

	Net Cash Flow (Change in Cash Balance)
	-£180,000
	-£105,000
	£70,000
	£320,000
	



[bookmark: _Toc150979198]Risk assessment 
	High Probability
	Low Impact
	High Impact

	
	· Ineffective operational management 
· High rate of staff turnover 
· Management issues 
· Unsatisfactory performance 


	· Challenges with seasonality 
· Lack of online presence and negative reviews
· Economic fluctuations

	Low Probability 



	· Changing weather conditions
· Shortage of skilled and talented employees
· Changing customer patterns and preferences



	· Compliance risk
· Legal risk due to lack of compliance
· External frauds 
· Reputations risks
· Unsatisfied customers – leads to the reduction of  bookings and a reduction in the number of customers (Nedyalkova, 2023).
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[bookmark: _Toc150979200]8. Conclusion 
To regain its competitive edge and recapture lost customers, the resort has developed a comprehensive turnaround strategy. This strategy includes renovating and modernizing the resort, diversifying into experiential tourism, and implementing sustainability initiatives. By offering guests a unique blend of tradition and modernity, the resort can once again become a thriving destination for those seeking relaxation and luxury on the picturesque coastline. 
A well-executed turnaround can result in increased revenue, improved profitability, and higher customer satisfaction levels, leading to the resort's long-term sustainability and success. It is believed that this strategy will help in achieving the resort's goals and reaffirm its position as a premier destination. 

Recommendations
· The Seaview Resort has the potential to reach new heights of success. By conducting a thorough financial analysis and identifying areas for improvement, the resort can pave the way for growth and transformation. 
· Embracing new strategies to diversify revenue streams and manage costs efficiently can further boost the resort's prospects. By revitalizing revenue processes and implementing dynamic pricing strategies, the resort can attract a wider audience and overcome seasonality challenges.
· A robust marketing plan can help the Seaview Resort stay ahead of changing marketing trends and enhance its online presence. It is essential to transform the Seaview Resort in a shining example of excellence and innovation in the hospitality industry.
[bookmark: _Toc150979201]
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