Tracey Davies	1806963	Marie Pitson






[bookmark: _Toc506797128][bookmark: _Toc38884099]Executive Summary

The purpose of this report is to critically evaluate and analyse Cardiff Airport and the financial implications. Welsh Government acquired ownership of the Airport.in March of 2016. Long term forecasting determined that the £23 million loan was adequate for the medium- term future, (Assembly, Wales). Non-Executive Directors along with the Welsh Government purchased the Airport to encourage further growth, the Airport operates as a limited company, continuing to undergo improvements, (Cardiff Airport, 2020).
Consideration of the demographic, socio cultural future, the economic future and expenditure, cost to the company’s disposable income. Furthermore, technological advances and research into aviation and adaptation of Government investment policies.
The use of a Pestle and swot analysis is essential to the organisation’s continuation, Rollinson, (2008), explains how the analysis is broken into parts, highlighting how outside influences and internal structure can affect the continuation of a successful venture. The use of long -term projection and agreeing attainable and achievable measurable goals, relevant to the company’s infrastructure.Key Performance Indicators inform the business and extract decisions identifying the focus on cash flow and any shortfalls. This tracks profitability and any underlying factors that could contribute to the sustainability of the Airport, (Armstrong, 2015.)
Notably, the concerns raised by the Welsh Assembly Government was the devolution of Air Passenger Duty, how this impact key markets, domestic long and short haul flights, (Assembly Wales).Social impacts and plans for continued sustainable growth have come under threat. Due to the recent coronavirus outbreak, Civil Aviation Authority are presently negotiating with ministers in order to secure enough liquidity, (BBC, 2020). The information released by Cardiff Airport, (Cardiff-airport.com), suggest that the airport is continuing to monitor the Covid 19 guidelines, at present there are not measures in place to counteract the virus.
 The recommendations for Cardiff Wales Airport were as follows, based on reasonable, time based and realistic achievable goals. The continued monitoring of key finance, the importance of devolution in air passenger duty, (Assembly Wales, 2020). The enhancement of signage to the Airport from a logistical perspective also the enhancement of public transport connections to and from Cardiff City Centre, (Cardiff Airport,2020).
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Introduction
Cardiff Airport is situated close to the village of Rhoose, this is thirteen miles to the west of Cardiff and eleven miles to the city centre.  Secure on sight parking is available, which is bookable online. There are over fifty direct flights from Cardiff Airport and over nine hundred connecting flights to alternative destinations, (Cardiff Airport, 2020).
Originally Cardiff Airport was used as a training facility for the Raf, the airfield itself recognised in 1952 as a commercial airline. Later leading to further investment developing the current terminal building and control tower. Enhanced operational measures designed to boost the capacity commenced in 1993, (Cardiff Airport,2020).
[bookmark: _Hlk38561411]The Welsh Government, (Assembly Wales, 2016), acquired and ownership of Cardiff Airport in March 2016. Current financial projections suggested the £23million loan was enough for the medium term, possibly additional finance would be needed. The loan from the Welsh government was being reciprocated, however a spokesperson from the government noted the importance of the devolvement of air passenger duty would need consideration. 
[bookmark: _Hlk38561623]To encourage further growth the Welsh Government and non - Executive Directors purchased Cardiff Airport. Cardiff Airport continues to operate as a limited company, increasing route availability and undergoing continuing improvements, (Cardiff Airport, 2020).
Marr, (2012), explains the key performance indicators to a business and their use. Irrespective of the type of business, key performance indicators set a framework and highlight benchmarks and their efficiency to the company. These fall into different categories financial and customer perspective, marketing and sales. Further understanding is gained in marketing and sales, with target setting and operational process and supply chain. Furthermore, the employee perspective is considered along with corporate social responsibility. These indicators are collected and compared in a financial statement creating data and reference points of consideration, indicators for the business.
 Walsh, (2010), describes ratios, “enables managers to form interrelationships, working together towards overall businesses objectives. Using money as raw materials. Maintaining a balance focus on the business ratios, will become corporate value.  Projections on assets, profits, growth and cash flow, determining how assets and funds change in progression with businesses.










[bookmark: _Toc38884101]Main Findings
[bookmark: _Hlk39587236][bookmark: _Hlk38561901]During analysis of a company managers need to consider different aspects of the business and the contribution/ to continues growth, (Torkilsden, 2005). Consideration is taken from internal and external impacts on the business, Lynch (2006), categorises these into six structures. Starting with Political future, legislation and taxation, government ownership and corporate strategy. Following on with socio cultural future, demographic, lifestyle and culture and value shifts. The economic future of the company disposable income and expenditure. He considers the technological future highlighting new research, change and adaptation EU and Government investment policies. The environmental future of the company and the level and type of energy consumed.  The continuation of changes to adapt to the disposal of waste and the impact on the environment. Finally, the legal procedures and compliance to governmental policies, safety and employment laws.
[bookmark: _Toc38884102]Economic Analysis
[bookmark: _Hlk38563157]Rollinson, (2008), explains the contextual influences on organisations and how they affect the business.  The organisation is at the centre and the analysis is broken down into parts forming a PESTLE. The insights of a Pestle break down an economic analysis highlighting their contribution on outside influences towards a business and the effect that this can have on the continuation of a successful business.
[bookmark: _Toc5348064][bookmark: _Toc38884103]PESTLE ANALYSIS
[bookmark: _Toc38884104]Political
The Welsh Government has already loaned Cardiff Airport £38.2m, agreeing a further loan of £21.2 million, according to a BBC news report. Bringing a total of borrowing to £52 million, causing Welsh Conservatives to ask for a review of the airport being sold back to the private sector, (BBC, 2019).

[bookmark: _Hlk38563975]A Welsh assembly report noted that the importance of the devolution of Air Passenger Duty, determining a significant increase number of airlines and destinations helping to invest further into the airport. The Government Wales site reports the impacts of key markets examined, domestic, short haul and long-haul flights are expected to vary, according to a high model comparison option, (Assembly Wales, 2020).
Presently airline bosses continue to negotiate with ministers. Prompting airline boss Richard Moriarty of the Civil Aviation Authority issuing a statement “with concerns to the survival of some businesses, a need to secure sufficient liquidity”, (BBC, 2020).
[bookmark: _Toc38884105]Economic
Business planning and gross domestic product is highlighted by Minister Ken Skates, issuing a statement to assembly members, the disproportionate costs facing smaller UK airports. Mr Skates states regulatory burdens and security measures add to the cost of ambitious airports wanting to expand. Further agreeing to help support and facilitate the commercial loan to Cardiff Airport, to be paid in full plus interest under a planned repayment schedule, (Gov Wales, 2020).
[bookmark: _Hlk38565131]Economic losses projected by York Aviation for Bristol Airport are based on assumptions that are artificially high in order to maximise negative impacts. Over 1.1million Welsh passengers currently used Bristol airport estimating that only 4-45% will be recaptured by 2025 by reducing air passenger duty, (Assembly Wales, 2019).
[bookmark: _Toc38884106]Social
Cardiff Airport has recently set out a master plan for continued sustainable growth, stating that the Gross Value, added impact to the local economy estimated at £163million, (Gov Wales, 2020). However, with the recent outbreak of the coronavirus, the future of UK aviation remains under threat. Industry body airlines UK reported their dismay in the governments lack of response, (BBC, 2020).  
[bookmark: _Toc38884107]Technological
The vision of Cardiff airport has changed due to advances in technology, Cardiff airport are proposing a new terminal. Furthermore, introducing sustainable low carbon transport infrastructure and facility for the cargo, providing upgrades to offer more efficiently, (Cardiff Airport, 2020). In an International Airport Review, (Harper, 2019), describes the use of biometrics, using facial recognition. The second phase of updates would be self-service drop ins, which has not been introduced at this moment.  Electronic gates have been added into the central security, tracking passengers through the process.
Heathrow in comparison endeavours to reduce the carbon footprint to zero, the use of pioneering techniques, replacement of petlands in the UK to reduce the carbon emitted from the air, (Heathrow, 2020). The continuation of expansion and technology, with the installation of infrared camera systems, enhancing the safety of the runway. The use of facial recognition systems has already been installed since as early as 2009, reducing the length of time at the terminal, (Airport Technology, 2020).
[bookmark: _Toc38884108]Legal 
In order to determine possible solutions for Cardiff Wales Airport, challenges presented concluded that not appropriately capturing payer behaviour, gives an incomplete and inaccurate, disparate level of market information.   (Clifton,2011).
 Clifton explains that, gaining a better understanding of the payer landscape, resulting in better performance in marketing concepts. Providing insight into external influences of distributors and targeting opportunities and tactics selection. Information was improved due to communication with customer engagement, including effectiveness, affordability and logistics. 
[bookmark: _Toc38884109]Environmental
Topic for opportunities and key issues were discussed by Cardiff Wales Airport resulting in the proposed Pendoylan Link road, concerns regarding the impact of the rural environment including local wildlife were raised as to the detrimental impact this would cause, (Cardiff Airport, 2020).
[bookmark: _Toc5348065][bookmark: _Toc38884110]However, the response to the link road was that the Vale of Glamorgan Council had proposed the route, arguing that it represents a wider socio-economic growth of the authority area. The council are considering re-assessing the route as access to the M4 is of valuable consideration enabling quicker more accessible journeys for people wanting to use Cardiff Wales Airport, (Gov Wales, 2020). Cardiff airport, (2018), proposed an alternative to the Pendoylan link. Presenting a possible extension of the rail link, pursuing this avenue under the local development plan managing growth policy.




SWOT Analysis
The meaning of a swot analysis is explained by Helms, M (2010), “swot analysis is a strategic management tool designed to assess how the Strengths, Weaknesses, Opportunities and Threats affect the on-going continuation of a business. The findings of the analysis should give a balanced view and yield ideas for the business in question”.
Strengths
[bookmark: _Hlk40028157]Cardiff Airport, (Cardiff Airport, 2020), has set out a masterplan to continue its growth as an international gateway, impacting the Welsh economy with its overall Gross Value Added, impact of £163 million. Currently the only commercial airport in Wales the location benefits from the core catchment area and secondary catchment area of South West England. Further development and investment are under discussion for accommodation, transport facilities.  The airports facilities include British Airways Maintenance and International Centre for Aerospace Training, including and operation runway active twenty- four hours a day.
Weaknesses
Cardiff Airports passenger numbers have risen by 65% to 1.7million annually since 2013 according to chief executive officer Deb Bowen Rees. However, Cardiff Airport have made a pre -tax loss of £6.6million in 2017-2018, according to Mr Skates.  A spokesperson for the Welsh Government argued that the airport sustains 2,400 aviation related jobs adding a GVA footprint of £246 million, (BBC, 2020). 
[bookmark: _Hlk40028747]In 2019 in a British Airways statement, it was proposed by the Government after protests from environmentalists that a taxation of carbon emissions would be applied. To an industry with a high carbon footprint this could make the difference between profit and loss.  
Reducing emissions is likely to be costly for the industry requiring continual investments into more efficient airlines, A switch to biofuels may be the key to future sustainability, management need to access how to implement the agenda for change. Strategic management aimed toward the improvement of environmentally sustainable fuel, with continuation of research into this area, (Britishairways,2019).
Opportunities
ABTA explains the target market on tourism and aviation, “Birmingham is proactively targeting the Chinese market to support the growth of UK tourism and for the benefit of the wider economy, while the size of our overall global visitor market has increased by a third since 2012 ” EMMA GRAY – Director of Marketing and Communications, Marketing Birmingham, (ABTA, 2015).






Threats
Kurt Janson, (2019), director of tourism alliance described the impact of Brexit on the Tourism Industry. The main issue the government counteracts negative perceptions of the UK, providing clarity that overseas workers in the UK tourism industry have the right to remain in the UK.
According to Cardiff Airport sources, they are continuing to monitor the Covid 19 guidelines on travel internal and external flights. The information is unclear whether flights will be resumed, though remain flexible for future bookings, (Cardiff-airport.com). However, there are no measure in place to date to counteract the Covid 19 virus. The Department for Transport instructed the UK’S independent aviation regulator to develop a strategy to modernise the airspace. The Civil Aviation Authority objectives included the use of modern technology as an advantage to quicken journeys, this however was put in place in 2018, (Gov Org, 2020).
[bookmark: _Toc38884111]Financial Analysis
[bookmark: _Toc5348066][bookmark: _Toc38884112]Ratio
Gross Profit Margin
Year 2018: 15,985/17, 907 x 100 = 89.26% 
Year 2019: 18,897/20869 x 100 = 90.55%
Net Loss for the Year
Year 2018: 27,810 + 1,477 = 29,287
Year 2019: 47,130 +1,902 = 49,032
ROCE
Year 2018: 29,287/67,139 x 100 = 43.62%
Year 2019: 49,032/ 51,443 x 100 = 95.31%
Total Assets Turnover
Year 2018: 17,907/67,139 = 0.26
Year 2019: 20,8/1075369/51,443 = 0.40
Current Ratio
Year 2018: 9,171/10,753 = 0.85
Year 2019: 3,829/18,881 = 0.20
Quick Ratio
Year 2018: 9,046/10,753 = 0.84
Year 2019: 3,704/18,881= 0.19 
Debtor Days
Year 2018: 2,802 x 365/7,109 = 143 days
Year 2019: 3,486 x 365/ 9,584 = 132 days
Creditor Days
Year 2018: 7,109 x 365/1922 = 1350 days
Year 2019: 9,584 x 365/1972 = 1823 days
Debt Ratio
Year 2018: 33,098 +10,753= 43,851 (68,721 +9,171 = 77,892) 43,8251/77,892= 0.56 %
Year 2019: 36,200 + 18,881= 55,081 (66,495+3,829= 70,324) 55,081/70,324= 0.78%
[bookmark: _Toc5348067][bookmark: _Toc38884113]Analysis and Key Performance Indicators

[bookmark: _Hlk38563672]Key performance indicators inform a business, help with profit extraction decisions and raise finance, managing to improve profitability, (Armstrong, 2015). The use of financial key performance indicators would identify shortfalls focusing on cash flow focus. Tracking profits before overheads and considering earning and underlying profitability. Using debtor days, cash collection from customers and the length of time the business takes to pay suppliers which is creditor days. Though each business sets their own time frame for creditor days within a certain margin.
Walsh, (2010), explains that all enterprises use money as material to which they must pay for earning to return, sufficiently to meet payments. Enough earnings to return to pay the market rate for funds that are prosperous. Kotler, (1988), suggests “good leadership moves people in the direction that is genuinely in their real long- term best interests”.
The Gross Profit Margin
The Gross Profit Margin explains the portion of sales resulting in profit. Operating charges have exponentially increased in 2019 this has had little effect on the Gross Profit Margin.  However due to limited access of reports, this does not give an accurate account as to the profitability margin. Widespread storms across the UK and Europe caused cancellations in flights and holidays. This could be a contributing factor to the Gross Profit Margin in 2018, though it is hardly significant in comparison to 2019’s profit margin. Both years have exceeded the 40% benchmark which is normal for a company to achieve, (Curtis, 2018)
Net Loss Margin
[bookmark: _Hlk38534184]The Net Loss indicates the running of the company and indicates how well this is operated. The contributing factors for the Net Loss of 2019, the main contributing factor could be operating charges, there is a minimal increase in administration expenditure, employee costs and interest.  A report from the director of tourism alliance describes the negative impact on tourism due to the impact of Brexit, possibly a contributing factor for 2019, however this is premature at this present time, (Janson, 2019). 
ROCE
Currently Cardiff Airports profit on the return on capital employed, the figure is high for 2019, which would indicate an improvement on usage of generating profits from the assets. The return on capital employment, in 2018 due to storms and grounding of fleets of airplanes, (Guardian, 2018), Airports around the country and Europe were closed off causing delays and cancellations. This may have contributed to loss of sales revenue in 2018.
The Current Ratio
[bookmark: _Hlk38534234]The Current Ratio how quickly cash can be obtained has fallen significantly in 2019, this could be due to the uncertainty generated by leaving the European Union, (Janson, K). The result for debt returns to be paid are significantly low in 2019. This could be due to the rise in operating charges expenses. Furthermore, exploration of the impacts and agreement of a draft for the Tourism Exit Strategy was originally proposed in 2010.  However, this issue remains unresolved therefore the need to require upgrades in order to obtain cash more effectively and where to obtain further sources is still under discussion, (Helms, 2010).
The Quick Ratio
[bookmark: _Hlk38534396]The quick ratio identifies which debts must be paid, matching the cash assets. Results for debt returns to be paid are significantly low in 2019. This could be due to the rise in operating charges expenses. As there is a limited set of figures concentrating on the last two years it is hard to determine trends as normally this would be over a longer period. 
Debtor Days
Debtor Days shows how long it takes for a business to recuperate debtors; the average length of time is normally within thirty days. However, this is usually set with the debtors and could be acceptable due to the time constraints agreed by the company itself, (Askew, 2020).
Creditor Days
Creditor days indicates how long the business takes to pay back the creditors. The indication on these ratios are that they are longer than the usual repayment of 30 days, however there could be a plan in place individually acceptable by the business. However, the downfall of the tour operator Thomas Cook could also have contributed to the increase in operating charges, significantly impacting the airline industry and their ability to compensate the creditors, (Goodley, 2020).

Debt Ratio
Debt ratio, this is to finance growth, possibility of purchases of fleets, this measure the company’s ability to meet long term obligations. According to the BBC, (2019), the turnover has risen from £3 million to £20.8 million in the last 15 months and has reported continuous growth. Warning of a fall due to the demise of “Thomas Cook” would see Cardiff Airport as seeking further opportunities to replace the operator. With the acquisition of Qatar this projection would increase passengers along with Flybe by 4%. To determine the bench markers for the debt ratio, payment made are depending on the agreement between the individual companies involved.



[bookmark: _Toc38884114]
Performance Management
The Performance Management approach studies group behaviour and understands how this defines organisational behaviour. The adaptation process involved and the relationship between management in practice and organisational behaviour. This involves the study of individual behaviour and attitudes towards the organizational culture. External environment and organisational behaviours within the company, (Mullins, 2005).
In order to gain insight into the company, Armstrong, (2016), explains how human resources management and development plays a key factor in contribution to a business.  To support the organisation, integrated with the business strategy and aim towards key objectives. Develop and continue a high-performance culture within the organisation. Ensuring staff are engaged and are adequately skilled in their environment. Leading to the continuation of a positive employment relationship and encouraging an ethical approach to people management.
The recruitment and selection process for Cardiff Airport is individually based on the advertised job role, which is advertised via their official web site, (Cardiff Airport, 2020).There are no guidelines offered in general, there is a board of directors which consist of a tiered frame-work coinciding with Mintzbergs’, (1973), management roles theory. 
Milenkovska, (2019), published an article reporting on the ethical impacts of a company and how this contributed towards their financial goals. Research into identifying the ethical impacts and corporate responsibility, towards improving the image of a business and highlighting social responsibility of an organisation.  Companies aimed towards building an ethical culture in order to improve their performance, to achieve an advantage on their competitors. Furthermore, the positive attitude on social responsibility has a beneficial effect, improving the image of the business organisation. The success however depends on the amount of investment into ethical management and social responsibility. Results of the study conclude that there is a shift in attitude to positively contribute to the environment, progressing towards a socially responsible economy.









Conclusion
To conclude, it is imperative that the Welsh Assembly highlight the devolution of Air Passenger Duty to discuss the impact of key markets in Cardiff Airport, (Assembly Wales, 2020). However, the Welsh Assembly contradicted themselves, by estimating a low majority of passengers would be regained from rival airport’s, but theses are based on assumptions. Lynch, (2006), highlights the need for new research, adaptation, change and government investment policies.

Cardiff Wales Airport is currently the only commercial airport in Wales, benefiting from the core catchment area, also from the secondary are of South West England. Proposals for further development and investment are currently under discussion. The facilities also include International Centre for Aerospace training and an operation runway which is active for Twenty-four hours a day. Developments continue for accommodation and transport facilities, (Cardiff Airport, 2020).
A proposal by the Government was issued in the 2019 British Airways statement, after an environmentalist protest on sustainable fuel, lobbying for a taxation of carbon emissions. However, a switch to biofuels would be costly, with an industry with a high carbon footprint, this could possibly make the difference between profit and loss. Continual investment would be needed to the change of biofuels and sustainability, continual research in this area is aimed toward the improvement of environmentally sustainable fuel, (Britishairways, 2019).
Advancement in technology has led to a proposition of a new terminal, the use of introducing low carbon transport and change of infrastructure, (Cardiff Airport, 2020). Extra measures in security using facial recognition technology, biometrics and the use of electronic gates added to track passengers through security, (Harper, R).
The challenges for the airport were presented in a case study, not appropriately capturing market and payor behaviour, target further opportunities in order to give a complete picture of market behaviour, (Clifton, N, Rhys et al).
At this present moment according to Cardiff Airport sources, the guideline on external and internal flights are being continually monitored due to the Covid 19 outbreak. The information remains unclear about future bookings and when flights will be resumed, (Cardiff-airport.com). Using measurable goals Lynch, (2006), suggests using a Swot and Pest analysis. Undertaking the task of legislation, taxation, and government ownership and what this means to the company.
Previously Cardiff Airport had set out a master plan for sustainable growth and the impact on the local economy, ( Gov Wales, 2020).Further negotiations to discuss the survival of business needing to secure sufficient liquidity has been highlighted by the Civil Aviation Authority. This is due to the coronavirus and the impact on the aviation industry, (BBC, 2020). 


[bookmark: _Toc38884115]


Recommendations
[bookmark: _Hlk38617034]The Recommendations for Cardiff Airport would be as follows, since the Welsh Governments acquisition of the airport the external finance needs monitoring, (Assembly.Wales). The importance of devolution in air passenger duty would greatly benefit and possibly increase the number of airlines, therefore increasing the destinations and reduction of prices, leading to further investment within the airport. The Government Wales report, (2017), added that the devolution of air passenger duty would increase by at least fifty percent, however this was estimated combined with additional root development to the airport.
Cardiff airports master plan (Cardiff-airport.com), has proposed the enhancement of public transport connections to Cardiff city centre. However, the signage to the existing terminal is underwhelming and often misleading. Competitors neighbouring Birmingham Airport is clearly and consistently used signage for the logistics of passengers, (AOA.org). 
Clifton, N, (2011), recommends establishing a payer hierarchy, integrating meaningful data through the airline industry. Customer communication is key in order to improve effectiveness gain understanding on affordability and logistics, establish which demographic Cardiff airport is targeted towards.
[bookmark: _Toc38884116]
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