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According to Willcocks (2018), for any business to succeed, business management must take the responsibility to analyze business performances and plan for more production and better services to the customers. On this, an organization that spends its time analyzing and oversighting the performance of the business it suits itself in a position to grow and expand more continuously compared to those who don't analyze. Business evaluation is a key driving force that enables businesses to last longer, make profits, expand, and become competitive in the market. The calculations produce ratios that show the business performance and the prediction of future outcomes.
Executive Summary
[bookmark: _GoBack]Upon realization of financial distress within the University Club at the University of Regina, this paper examines the issues and incidences affecting this not-for-profit business. It also points out the recommendations which the management of the club should adopt to eliminate and curb all the chances that could lead to its downfall. Considering the financial position of the club, it would be rational to conclude that the probability of its success is way down compared to the risks incurred. At the same time, closing the business cannot be classified as sound decision. According to Derr & DeLong (2018), closing business simply due to insufficient funds for support the operation of the business is the biggest failure of an entrepreneur. The paper also explore on the course of actions and the proceedings outlined in the case. The first two courses are positive while the last one should not be even an option for the club. However, the club needs some additional funds and increase liabilities so that the amount of total capital can be enough to fund the operations and the functions of the club.
The challenges faced by the organization include the net income earned. The net income earned by the club is not pleasing at all. It puts the company in a dull financial position. In ten years of business, from 2007 to 2016, the net income of seven years was negative; this means that only three years was the business able to make positive net incomes. Another problem facing the firm is the very low current ratio across the ten years, which means that the hotel did not have enough short-term resources to meet its current liabilities and hence the insolvency of the firm.
Critical Strategic Success Factors
The critical success factors are the factors that are required to ensure the success of a given firm. It is important to work out firm's CSFs as it allows organizations to concentrate their efforts on the construction of their capabilities to meet the CFS. The critical success factors in this case of a not-for-profit club will include management commitment dedicated to consumer satisfaction and continuous improvement on how the activities are conducted in the club. Another critical success factor is staff orientation and enhancing the role of people who ensures quality products in the organization.
Introduction
The main aim of this document is to help the club management to identify issues that affect it and how to solve the issues. For example, with reduced subsidization by the university, it means that the club’s organization should get other options of getting money to fund the daily routines. The ways that the business will get extra finances to include borrowing from commercial banks, increasing the membership fee, and also increase the number of the members. Increased sources of capital would cover even more than what the university used to produce. Increased capital will automatically increase the products and services both in quality and in quantity.
Analysis of All Ideas to Solve the Issues
There are several issues that need to be looked into, especially when a business does not run smoothly. One should start by looking at the management, the cash flow, employees, products, and finally, the consumers. Not all business failures are internal; some of the failures are really beyond our control. Those we can control are regarded as good because once changed, the business changes direction, and its financial position also changes positively. In this case of the University of Regina club, there are a number of issues that we need to look into.
One of the possible sources of this business failure is leadership. From the organization's history, there are seven out of ten years when the company has registered negative net incomes. Management skills and lack of proper planning is lacking in the organization. This means that may be the firm requires to put in another leadership. If the problem currently about the capital of the hotel, the leadership should have sorted ways in which money would have been collected, invested, and profit realized. Advertisement of the club's services and several other marketing skills are required to win more members. The addition of members will be a plus on the firm's net income.
Another possible reason for the failure of the firm is maybe it is not in touch with the customers' needs. Customers need good services, quality food, and proper sanitation in the club. Failure to reach these requirements, the customers disappear, and with time, there decreases in the market of the commodities. An unprofitable business model is another reason that really can cause the downfall of a firm (Geissdoerfer, Vladimirova & Evans, 2018). The firm might be located in the best plan, like in a university where there are many people, and make the right steps of service delivery but fail due to the business model associated with it. The club will be force to look into the business model they are using to makes sure it is a good one.
The last possible cause of failure of the club is poor financial management. One of the strongest weak points of any firm is the ability to manage business finance. Managers should calculate business ratios to enable them to know the current financial positions of the firm and predict the future of the firm. The ratios to be calculated include profitability ratios, financial leverage ratios, activity ratios, and liquidity ratios. The ratios have different messages and can tell a lot about an organization's financial position (Alamargil et al., 2019). The hotel ratios are discussed below.
We will start with the liquidity ratios. They include the current ratio and quick ratio. According to the hotel's data, both currency ratio and quick ratio are too long and below one, which means that the firm finds it had to meet its current liabilities because it lacks enough short term resources. It is advisable for the firm to gradually increase its current assets to solve the problem by the liquidity ratios. Another ratio is activity ratios. They include total asset turnover, receivable turnovers, and inventory turnovers. These ratios show how well the business manages its assets. Generally, from the calculation, throughout the ten years, the business has not made it in terms of managing the assets. It is evident from the higher level of total asset turnover across the ten years. To solve this, again, the company would need to put into place more assets to lower the ratio.
Financial leverage is some other ratios that the management of the club should put into place. The ratios include debt ratio, debt-to-equity ratio, and interest coverage ratio. On average, the business has a high both debt ratio and debt-to-equity ratio, which means that the firm is operating at very high risk. To solve this, the firm needs to invest in the business, capital to increase the business asset hence reducing the debt ratio. What surprises me the most, is the interest coverage ratio of the club. The club has very low ICR, which means that it has a very low ability to fulfill its debts obligation in ways of making the interest payment. The best way to solve this issue is to increase the level of production and also increase the number of consumers through advertisement so that the business can make an increase in earnings before and after taxation. This will increase the ratio of interest coverage.
The club should also compute its profitability ratios. These ratios include gross profit margin and net profit margin. These ratios are crucial and any business should take into consideration as they are instrumental in providing information about how profitable a business is. Both the gross profit and net profit margin for the club on average for the ten years are low. This means that the firm does not make a lot of income after deductions. For this reason, there was the outcome of the negative net income for seven years. In solving this issue, the club’s management should really come up with ways on how to improve sales, which in return increases the gross profit. An increase in gross profit increases the net profit.
Evaluation of Alternative Candidate Solutions
There are three alternative solutions that I can suggest for the management of the hotel. To start with, the company needs to offer quality food and also quality services to the consumers. Another alternative is that the company should consider putting in another leadership and management; this is risky because it might do the business first of all fall and latter rise. The risk is that it might not rise again if the new management is worse than the previous. The last alternative is that the business needs to raise the number of members being in mind that the business is not-for-profit, this is also risky because the new members may or may not be regular consumers (Benartzi, & Payne, 2019). All these alternatives give room for the positive improvement of the firm.
Recommendation and Justification and implementation
According to the alternative of changing the leadership of the firm, it will be of great help to the firm. The management will look for new ways to increase the capital of the firm either through the borrowing of attracting investors into the business. The employment of workers in the club should be according to skills, and hence, only educated, and committed workers will get employed. This will help to improve the quality of services by the firm (Siepel, Camerani & Masucci, 2019). The new management will also take into consideration to advertise and apply other marketing skills in a trial to market the club to improve on its sales. All this will help to raise the club as it starts making profits and continuous positive net income all through.
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