


 Executive Summary 1.0
This report will analyse the business environment side of Madame Tussaud’s and Merlin, as well as undergoing a thorough SWOT and PESTEL analysis to determine the political, economic, social, environmental and legal factors surrounding Madame Tussaud’s and a SWOT analysis highlighting strengths, weaknesses opportunities and threats of Madame Tussaud’s London. The report will also calculate the ratios of Merlin Entertainment, as well as analyse the ratios to try and determine why the ratios are what they are. In addition to this, SMART objectives will also be devised as a way to see what they could be doing to maximise financial gain through specific, measurable, achievable, realistic and time bound objectives. The report will also analyse the effectiveness of the recruitment and selection process, human resources management and performant management and equality and diversity at Merlin and Madame Tussaud’s, as well as providing key performance indicators that impact the recruitment and selection at Madame Tussaud’s.
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Introduction- 2.0

This report will focus on the analysis of the environmental, financial and recruitment and selection of Madame Tussauds London, as well as Merlin as a whole. Madame Tussauds is one of the biggest tourist attractions in the world. PESTEL and SWOT analysis will be undertaken, as well as research of the finances of Merlin Entertainment from 2015 and 2016, critical ratio analysis and recommendations as well as a detailed audit on the recruitment and selection process of Madame Tussaud’s, including performance management and also equality and diversity. Research will be undertaken using various methods such as books, online journals and articles from reliable sources including the BBC, and figures from the Office of National Statistics.


















Business Environment 3.0

To understand business issues and the environments in which the Madame Tussauds business operates, it is important to consider micro and macroeconomics. Microeconomics is defined by the Oxford dictionary as the part of economics ‘concerned with single factors and the effects of individual decisions’. Which involves people such as sellers, buyers, employees that can have an impact on the organisation, whilst Macroeconomics is defined by Oxford as being the ‘branch of economics concerned with large-scale or general economic factors, such as interest rates and national productivity’, which is more to do with external factors impacting the business environment.
PEST 3.1
Political-
Madame Tussauds have to comply with government, local and international laws, taxation, consumer protection through the consumer protection act 1987 and their website shows the rights the consumer have in regards to data protection, with a detailed overview of the policy and stating that they have their own Data Protection officer to ensure the company are working in conjunction with the Data Protection Act 1998 which controls how consumer’s personal information is used by organisations or businesses. (Gov.uk). There is a massive correlation with Madame Tussauds and the British government as both rely on each other for instance Madame Tussauds paying lots of tax to the government, and Madame Tussauds have a great bond with the government as it is a big source of revenue for London and the UK. Brexit is a political impact which will effect Madame Tussauds, however will only be able to be judged one it has happened. Legal implications also include environmental laws which they comply with as well as limitations to expanding the building.
Economical-
Madame Tussauds is one of the outstanding tourist attractions in London, and over 500 million people have visited which emphasises the economic impact it would have. Merlin’s website states that they employ 27,000 people during peak times working in their 124 global attractions, which means jobs being pumped into local economies which without Merlin or Madame Tussauds in London would perhaps not be there.  As shown in Appendix 1, the Gross Domestic Product has changed so many times, reaching its lowest in 2009 with the recession, before slowly building its way back. It has declined again in recent years ONS 2019), with the uncertainties of Brexit may be a reason why. An article from (BBC 2019) shows that the employment figures are at the highest since 1971- this indicates that perhaps companies like Madame Tussauds are not stopping hiring staff in the midst of Brexit, and the 76.1% employment rate is the highest since records began in 1971. This is a positive macroeconomic figure which has been helped with organisations such as Madame Tussauds employing so many people.  On the other hand, consumer confidence has collapsed to a five-year low as Brexit uncertainty left shoppers fearing for the stability of the UK economy in the months ahead, which may be a potential problem for Madame Tussauds. (Guardian 2018). As shown in A2, The current 1.8% inflation rate is close to the government’s 2% target, which is good news for consumers. Merlin reported a 13.7% fall in pre-tax profits, down to £43m from £50m for the 26 weeks ended 30 June 2018, compared with £50m in the same period in the previous year (BBC 2018).

Social-
Madame Tussauds has been open over 200 years now in London, and is popular now more than ever and has become one of the most profitable leisure organisations in the world and a focal point of tourism in London. Through global expansion and increasing cultural diversity with multi language options, they have grown massively. By having the world’s most famous celebrities and icons, it means that people want to visit there to see their favourite celebrities, and is a place that fits all age groups through education, art and culture. Madame Tussauds has little competition and so offers a unique experience in all of its attractions around the world. Through social media, with celebrities becoming even more popular and more like brands, more people go to Madame Tussauds to see their favourites.
Technological-
Madame Tussauds are heavily reliant on technology to an extent, however the skills and techniques used by the studios now were passed down by Madame Tussaud, so apart from photographing and filming at sittings, minimal modern technology is used in the actual creation of the wax figures as everything is done manually which means they do not need to purchase high end equiipment. However, the attraction itself has evolved with technology, having the latest innovations like scan tickets, technology is used to show how wax works are made on a video at the attraction, as well as interactive exhibitions such as the Voice Experience which brings the television show to life. Technology has also meant marketing has become easier for Madame Tussauds with e commerce and social media being a big part of why it has become such a household name. The improvement of the transport infrastructure in London has also had an impact, with it being easier to access. 
Environmental-
Weather has played a big role in Madame Tussaud’s success, if the weather is great then more people are likely to book time off work to stay in London and enjoy the weather, however on rainy days people can also visit as it is all indoors and queues will be smaller.





SWOT Analysis 3.2

STRENGTHS: – Madame Tussauds has become one of the most famous attractions in the world, and has been able to use digital marketing to further expand, with many visitors now taking photographs next to their favourite celebrities which are then posted on social media. Consumer behaviour and the way the way companies market to both consumers and businesses has changed dramatically (Chadwick 2012), this has had an adverse effect on Madame Tussauds, and with the social media trends changing constantly, it is important that they keep up to date, which they have done with now having wax figures of Youtuber’s Alfie Dayes and Zoella, who are fast growing social media personalities as well as continuing to innovate and develop new ideas to increase secondary spend and also attract new customers. 
WEAKNESSES: – 
One weakness with Madame Tussauds in London is with the location not having much room at all for buses to park which eliminates the coach travel market. Another, with the rise of free attractions in London and with consumer confidence low the price for Madame Tussauds can be seen as expensive, whereas people can go to the British Museum, Tate Modern, Museum of London and many more attractions for free, so pricing strategies such as family passes and incentives are needed to avoid loss of more customers. 

OPPORTUNITIES: –There is a big opportunity for them to lower entry prices and attract domestic tourists through Brexit. They could also capitalise off Netflix TV series to create new wax figures to attract fans of shows like Peaky Blinders. Big opportunity for them to capitalise Brexit by encouraging day trippers and domestic tourists as although there will be less inbound tourists, more will be staying in Britain in the summer as opposed to travelling abroad. Another opportunity could be to invest in a car park or shuttle service for coach trips, which would mean with more people expected to use coach travel holidays as opposed to flying, there is no car park which means it is chaos for day trips. If they at least had a shuttle service that would be able to pick up and drop off groups this would enable more people to visit Madame Tussauds London.

THREATS: – 
Madame Tussauds has been impacted through terrorism in London as well as other major attractions, so if another terror attack was to happen in London it could be detrimental to the attraction. Brexit can also be seen as a threat as well as opportunity, however Nick Varney, chief executive of Merlin Entertainment stated (BBC 2016) that a weaker currency, particularly the pound versus the euro, is good news for tourism in this country, which emphasises that Madame Tussauds, as well as Merlin are not worried too much about Brexit as they feel that there could be benefits. Slowing growth for example of the Chinese economy as their stock market was the world's worst performer last year, ending with a loss of 28% (BBC 2019). This could be a threat to inbound visitors to London.
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Financial Section- 4.0


                                                                Gross Profit
2015            	    2016
1,202,000,000 + 76,000,000	1,371,000,000+86,000,000
= 1,085,000,000    / 1278,000,000                                                         = 1,457,000,000 / 1,230,000,000
	1.184  
= 0.84.9
X 100 = 84.9	x 100 = 84.42

                                                                 Net Profit Margin         
2015      	         2016
170,000,000 / 1278,000,000                                                  211,000,000/ 1,457,000,000
X 100 = 13.30	= 0.14.48	x 100 = 14.48
                                                                       ROCE
2015	2016
170,000,000 + 4,600,000                                                               211,000,000 + 4,600,000
= 174,600,000	= 215,600,000	
174,600,000/2,478,000 x 100	             215,600,000/ 2,959,000,000 
= 7.05	x 100 = 7.29

	Asset Turnover

2015	2016
1,202,000,000 + 76,000,000	1,371,000,000 + 86,000,000
=1,278,000,000.	= 1,457,000,000
1,278,000,000 / 2,478,000,000 =	1,457,000,000/ 2,958,000,000 
0.52	= 0.49
                                                                   Fixed Asset Ratio
2015	2016
1,278,000,000/2,478,000,000=                                                     1,457,000,000/ 2,958,000,000=
0.52	0.49
                                                              Working Capital Turnover

2015                                                                                                                     2016
1,278,000,000/3,000,000=                                                               1,457,000,000/1,000,000=
426	1,457
	   Current Ratio
2015                                                                                                                      2016
260,000,000 / 257,000,000                                                                   340,000,000/339,000,000
= 1.01	= 1.0  

	Quick Ratio
2015	2016
230,000,000/257,000,000		304,000,000/339,000,000
= 0.89	= 0.90

	Debtor Days
	
2015                                                                                                                   2016
76,000,000 x 365		86,000,000 x 365
= 27,740,000,000	31,390,000,000 /
27,740,000,000/ 1278,000,000 =                                                              1,457,000,000 = 
21.71	21.54






	 Creditor Days

2015	2016
41,000,000 x 365	63,000,000 x 365
14,965,000,000/ 189,000,000                                                        22,995,000,000/ 233,000,000
= 79.18	= 98.69


	Debt Ratio

2015	2016
257,000,000/ 1,320,000,000	339,000,000/1,518,000,000
= 0.19 	= 0.22


4.1 Ratio Analysis and Key Performance Indicators

Gross Profit;
The consistency shows good performance from Merlin, 84.9 in 2015 compared to 84.42 seeing steady results. This shows a slight increase in 2016 which is positive news, this could be due to selling prices of tickets going up with the increase of more attractions. The slightly rising gross profit margin indicates that Merlin can make a reasonable profit on sales, as long as they keep overhead costs in control. For example, although rent and wages prices went up, incoming credit sales went up as well as cash sales going up by 169,000,000 in 2016 which is an indicator that they can still draw in customers.

Net Profit Margin;
The net profit increased from 13.30 to 14.48 which is encouraging signs for Merlin because despite the wages, rent, marketing, taxation and finance costs all increasing they have still managed to succeed as a result of a successful year in cash sales and credit sales which shows their attractions are popular, however if an incident like the Alton Towers Smiler accident happened again, they could see a lower net profit margin as visitor numbers would be less, however as they are still so high Merlin are not taking any losses and is a key performance indicator that their doing well.
ROCE;
Increased from 7.05 to 7.29 which indicates that a larger chunk of the profits can be invested back into the company. If terrorism continues, more people will not want to visit London which will impact Merlin and other London attractions. Consistency is a key indicator that this is going well, and they should also compare with other entertainment companies such as Disney, as fluxuations in the market could affect all competition. 
Asset Turnover;
Asset turnover ratio was down in 2016 from 0.52 in 2015 to 0.49, which shows a slight decline in how efficiently they have used their assets to generate sales, however they are in no rush or need to sell off assets as they are used
Fixed Asset Ratio;
Fixed asset ratio was again down from 0.52 to 0.49, as many of their assets are not fixed, exhibitions for Madame Tussaud’s for example are borrowed which would indicate why the fixed asset ratio is low. 
Working Capital Turnover;
The figures show that in 2016, Merlin were efficiently utilising their assets way more than 2015. The high working capital shows that Merlin have a lot of liquid funds to meet short term obligations or anything needed to be converted quickly. The capital was low in 2015 but perhaps the less Capital was due to a successful year prior and capital not being needed.

Current Ratio;
The current ratio slightly declined from 1.01 to 1.00 more or less consistent which shows the ability to pay off its short-term liabilities with its current assets. The current ratio is  important for Merlin for any short term liabilities and obligations that need to be paid in the next year, 1.0 and 1.01 figures show an area where Merlin need to improve, as  the higher the current ratio, the more capable Merlin are of paying their obligations. Whilst a steady set of results is good, there is room for improvement by perhaps selling off unused assets to be able to pay off liabilities sooner.  
Quick Ratio;
The quick ratio is not alarming as they are doing well financially, however being under 1 means they currently have fewer current assets than current liabilities.  A ratio they should be targeting is 1.1 or over which would then mean they could fully pay back current liabilities. As long as the balance is there then there won’t be any problems, but Merlin having a quick ratio value less than 1.1 shows their dependency on their inventory as well as other current assets to liquidate short term debts. This figure needs to be addressed to avoid the risk of not being able to pay short term debts.
Debtor Days;
With no real change debtor days was 21.71 in 2015 and 21.54 in 2016, which means Merlin are efficient in collecting debts, as their debtors are paying within 21 days which is more than likely the agreement they have with Merlin.

Creditor Days;
In contrast to their debtor days, Merlin took a lot longer to pay creditors but this could be due to agreements with creditors to extend payment. The days went up from 79.18 in 2015 to 98.69 which significant, and this could be a sign that Merlin are struggling to find the funds to pay off creditors quicker and finding it harder to liquidise current assets to afford this. 
Debt Ratio;	
The debt ratio measures Merlin’s ability to pay their debts. For this industry it is important to have low debt ratios, Merlin had 0.19 in 2015 and 0.22 in 2016 which shows that their long term assets outweigh the debt which was used to purchase them, it is important that Merlin pay off all debts quickly to avoid having to sell off assets or sites such as Madame Tussaud’s London, or even have to declare bankruptcy, however this seems to be controlled.


[bookmark: _Toc5348068][bookmark: _Toc5348089]4.2 SMART objectives
Specific-
Implement student scholarships or internships as well as having student weeks to link with universities
Measurable- 
Take on one internship from a tourism student as part of their university degree as a trial, check to see how successful it was through asking the participant, managing them and seeing how effective they were in the job role. This would mean not only benefitting the organisation, but also developing the individual too.
Achievable- 
Relatively easy to get in touch with local universities in London as well as ones further out, perhaps using summer schemes to rent out halls of residence not being used to train students and allow them to stay nearby to go to work.
Realistic- 
Links with universities means could tap in to a student market outside of schools and colleges. Internships would also save money and the recruitment and selection process. 
Time bound- 
This could be implemented and trialled by 2020.

Specific
With the rise of free attractions in London, perhaps lower prices for a short period during off peak times to see the difference it makes in how they might be missing out on more customers through expensive prices
Measurable
Would only be for a short time, and would be trialled and could be over a two week period perhaps, and could be compared with the week before and after to see the difference in visitors to see if they are missing out through high prices. 
Achievable- 
This wouldn’t take much for them to do but could see a big difference.
Realistic- 
Would give a good idea of how if they were struggling perhaps tweaking prices during off peak times could see more visitors
Time bound- 
This could be done once they figure quieter times, and could be tested presumably winter 2019. 
[bookmark: _GoBack]Merlin could keep up the successful finances and continue to expand sustainably.  Perhaps having more fixed assets instead of borrowing is safer financially also, as well as continuously monitoring the fluxuations of the market to be able to counter any slight chances such as terrorism, fall of pound and Brexit which could impact their finances. Key performance indicators include looking at previous year’s finances, and other companies in London as well as entertainment organisations.
Word count 1409
Human Resource Management- 5.0
This section will audit and evaluate the effectiveness of the current management and human resources systems of Madame Tussauds with a look at Merlin, in particular the employee recruitment and selection process and equality and diversity.
Armstrong (2012) states that human resource management is a comprehensive and coherent approach to the employment and development of people. He also states that it can be regarded as a philosophy about how people should be managed that is underpinned by a number of theories relating to the behaviour of people and organisations. Some companies in the tourism industry are not as good as Madame Tussaud’s and Merlin for HR and looking after staff. TourismConcern.org state that London, in terms of hotel workers is one of the most unethical tourist destinations in the world which is worrying, however will mean that more people will seek jobs in better environments such as Madame Tussauds.  Staff incentives are used by Merlin, who believe that their success rests with ‘Team Merlin’ who in their annual report state are their extraordinary people who have an absolute passion for what they do, delivering memorable experiences to their visitors, which they describe as ‘The Merlin Way’. This Merlin way is implemented at Madame Tussauds London, as well as other Merlin attractions and they believe staff are happy in creating magical experiences for guests. Merlin also have a recognition scheme called STAR, where employees can send stars to recognise their colleague’s hard work as a way to say thank you. Madame Tussaud’s, by adhering to Merlin’s approach is to ensure diverse groups are represented at all levels of the organisation.  It also states that they Launched their ‘Managing Inclusively’ programme for all their managers, which is designed to ensure that they have the best people for every role regardless of race, disability, sexual orientation or gender.
Recruitment and selection 5.1
Recruitment is the process of attempting to locate and encourage potential applicants to apply for existing or anticipated job openings. Recruitment strategies attempt to create a pool of appropriately qualified, skilled and experienced people so that selection strategies and decisions can be effective. (Compton et al 2010).
They also theorize that there are five steps to the recruitment process; Preparation, deciding on a recruiter, sourcing the employee, covering legislative aspects, and deciding on application methods.
To apply for a job in Madame Tussaud’s London, the link sends applicants to Merlin’s website to complete the form, and the ‘Merlin Way’ is essential for all employees.  An extract from an application form can be seen in A4. For Madame Tussaud’s in London to run professionally, the staff need to be efficiently trained in the ‘Merlin Way’.  Holbeche (2009) notes that just like customers are increasingly demanding, now workers with knowledge of the job are in a stronger position than a decade ago to make demands of employers as their skills are now in short supply. It has become increasingly important for employees to have opportunity to grow, and somewhere like Madame Tussauds with the short turnaround of staff it is vital that they keep some of the experienced staff to be able to show the new recruits what is expected as well as do the job exceptionally. 
Equality and Diversity 5.2
The equality act 2010 (Gov.uk)  is a law that Madame Tussauds now have to comply with, which has meant that discrimination in the work place is illegal. This law has positively impacted how staff can be treated in the organisation. The best service is not possible with a negative environment. The role of women in the workplace has changed over time including the need of equal pay, and more women in higher positions in organisations.  Merlin’s Women at Merlin programme enables women the support and opportunities to earn higher positioned roles at the company, and they also state that 20% of their executive committee are women, and they also encourage colleagues to ‘Own a Piece of the Magic’ by taking up shares in Merlin, which is a way in making their employees more committed to their success. It is key for Madame Tussaud’s London to ensure that women are treated equally, and also to stay as one of London’s top paying attractions otherwise staff will look elsewhere, and staff will also be less likely to be motivated to create the magical experience for customers if their morale is low.  Performance Management
Due to Madame Tussauds London being such a busy attraction all year round, looking after employees is vital to ensure best service. Cappelli & Tavis (2016) state in the Harvard Business Review that companies are under competitive pressure to upgrade their talent management efforts’. Madame Tussauds and Merlin are no exceptions to this, as competition is common in the industry where other big attractions might appeal to workers through more money, better hours and holidays as well as incentives and discounts. One potential problem is that with the high staff turnover and seasonal jobs, employers don’t bother training staff enough as they know in a few months they will not be there.  A5 shows a Performance Management cycle from the US office of personal management. It shows a range of things that need to be considered in order to manage performances as a manager, which includes a cycle of 5 elements which are planning, monitoring, developing, rating and rewarding employees. Managers need to be critical, however rewarding staff boosts morale as well as motivates staff to work harder. Merlin’s attractions like Madame Tussaud’s definitely do this with the STAR initiative as aforementioned.

Key Performance Indicators- 5.3

There are several key performance indicators both Madame Tussaud’s and Merlin in general can look at to determine how successful they are at HR and attracting employees, for example number of days staff ring in sick, whether there is a high turnover of staff although the tourism industry often involves a high number of staff turnover through students with part time jobs, and also number of applicants to see if there’s a low level it might be due to a negative impression of the organisation from would be applicants. The various initiatives Merlin have would be a positive indicator to potential employees at Madame Tussauds. However, some companies are not as good as Madame Tussauds at looking after staff in the tourism industry in London. TourismConcern.org state that London, in terms of hotel workers, is now one of the most ‘unethical’ tourist destinations in the world. Madame Tussaud’s having a good reputation means more will want to work there, which is the case with Disney, who  for example in 2015 were named one of ‘Profiles in Diversity Journal’s Diversity Leaders of 2015. This honour recognised them for leading the way in maintaining a diverse workforce, as well as inclusive workplace. 
Disney understand the need to value their employees to ensure the best possible experiences for guests, and so they also believe in equality and diversity. Although both are no longer small companies where top to bottom of the organisation everyone knows each other, it is still important to maintain good human resource management so that staff feel appreciated. Although Madame Tussaud’s is not at the size of Disney, the way Disney’s cast and workers ensure magic moments for visitors could be implemented there, although being bound to Merlin’s way restricts much change.
They could look at other entertainment groups HR process on how their staff and cast are part of it and continue staff appraisals through STAR and women's recognition as well as keeping up their manager’s scheme for equality and diversity.
Word Count 1257
6.0 Conclusion
Madame Tussaud’s and Merlin show signs of positive economic growth through the increasing amount of cash and credit sales, as well as a low debt ratio which shows that they are coping well, even with all the uncertainties about Brexit which will have had a massive impact on their finances. Madame Tussaud’s adhere to the Merlin Way which is successful and seems to work well for employees and definitely have an emphasis on equality and diversity, and hiring the best people for roles without discrimination. The PEST and SWOT analysis show the various factors impacting both Madame Tussaud’s and Merlin internally and externally, and there many ways in which they can improve which is shown through the SMART objectives, as well as the recommendations. It is clear that they are still growing and there are no signs of slowing down, they seem to have had their finances under control in 2015 and 2016, and with many factors that could potentially impact the organisation such as terrorism, brexit and bad weather they still manage to bring in the visitors not just as Madame Tussaud’s London but all Merlin attractions across London, which shows that they are very successful and a company that seems to be good to work for through their various initiatives. 
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If successful, you will be required to provide one of the following documents to show your eligibility to work in the UK, this is a legal
requirement under the Asylum and Immigration Act 1996. Common examples include: British Passport, Passport from the EEC,
Passport with Working Visa OR Full UK Birth Certificate AND National Insurance Number. Are you able to provide documents to
show you have the right to work in the UK?*

Yes

No

At Meriin Entertainments some of our roles require employees to undergo a Standard or Enhanced disclosure DBS check (formerly
Criminal Records Bureau). Do you agree to undergo this check,if required?*

Yes

No

At Meriin Entertainments we operate a Drug and Alcohol misuse policy. At times you may be asked to undergo a random
drug/alcohol test in line with our policy. Do you agree to this?*

Yes

No

Merlin Entertainments require applicants to provide details of any unspent criminal convictions under the Rehabilitation of
Offenders Act 1974 due to the nature of our business. Can you confirm that you do not have any unspent criminal convictions? All
unspent criminal convictions cases are looked at on an individual basis, HR will contact you to discuss this further if this applies to
your application.”

Yes

No
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Managers N
Performance management involves much more than just assigning ratings. I i  confinuous cycle that involves:

+ Planning work n advance so that expectations and goals can be sef;
+ Monitoring progress and performance continually;

+ Developing the employee's abilty to perform through training and work assignments;
+ Rating periodically to summarize performance and,

+ Rewarding good performance.
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