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INTRODUCTION

TSM 441-Strategic Management in Hospitality and rfiou is a 400-
level course. It is a two (2) credit unit coursaitable to learners of the
B.Sc Tourism Studies programme in the School of &g@ment
Sciences (SMS).

The course consists of 15 units of various topigs $trategic
Management in Hospitality and Tourism (TSM 441)idid into five
units of each modules, with a total of three moslule

COURSE CONTENT

The course content consist of topics includingrddtiction to Strategic
Management, Strategic Management in Hospitality arlrism,

Corporate Strategy for Hospitality and Tourism, THespitality and
Tourism Industry Context, Macro Environment & Hdspty and

Tourism, The Task Environment and its influence hmspitality and
tourism firms, The Organization Context, Businessvél Strategies,
Corporate Level Strategies, Network Level StratggieStrategy
Formation-Formulation Approaches, Strategy Implet@gon and
change, Strategic Management problems, StrategyGhd\pplication,

and Strategy Case study on Novotel-an accommadptivider.

COURSE AIM

The course material is aimed at equipping leartteduture leaders and
the managers of hospitality and tourism- with arvamted and
contemporary knowledge of strategic managementifigaly, it helps

learners to develop the analytical and practicahagarial skills they
will need to do their jobs professionally and e#mly. The holistic

approaches to strategic management which emphasyrergies

between the external and internal environmentshagblighted. The

course material is structured in a model approachboth help the
learners understand the basics of strategic marexgeand develop
their own independent approaches to the complex#re uncertainties
of business environment.

COURSE OBJECTIVES (LEARNING OUTCOMEY)

The objectives of Strategic Management in hospytaiind tourism
include;
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Analyzing the historical origins of strategic maaagent.
Identifying the schools of thought on strategic agement.
Identifying strategic management framework analigctives.
Defining key terms pertaining to strategic managenaad their
significance.

Defining and analyzing the hospitality and tourisomtext.
Evaluating the characteristics and types of Hobpitaand
Tourism Organizations.

Explaining how the characteristics of HospitalitgdaTourism
organizations may influence the application of tsga
management practices

Evaluating current level of strategy research ie Hospitality
and Tourism field.

Highlighting the importance of both mission andksteolders in
tourism management.

Identifying the techniques of strategic analysid ehoice.
Enumerating the process of strategic management
implementation.

Explaining the role of the external environmenthe context of
the hospitality and tourism businesses.

Explaining strategy formulation from a contingempeyrspective.
Explaining environment dimensions as it relateshtspitality
and tourism.

Defining the macro environment.

Analyzing the types of environment.

Explaining how the different types of environmenipact the
hospitality and tourism industry.

Analyzing the immediate or task environment.

Relating the Five Forces Model to the hospitalibd aourism
industry.

Explaining the dynamic of competition and strategicups.
Explaining environmental scanning and its applaatio the
hospitality and tourism industry.

Identifying different stakeholders.

Analyzing organizational functions.

Explaining what influences organizational structure
Analyzing the complexity of Hospitality and Tourism
Organizations’ internal environment.

Defining competitive strategy.

Explaining positioning and generic business stiate@nd their
role in a firm’s value-creation process.

Assessing business-level strategy in hospitalityl daurism
firms.
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o Understanding corporate strategy and identifyings it
competences.

. Evaluating and identify different approaches tgoooate strategy
development.

o Identifying and discussing different motivationsr féorming
strategic alliances.

o Analyzing the advantages and disadvantages of egicat
alliances.

) Explaining the concepts of management contractngnchising
and Joint ventures as it relates to hospitality @oadsm firms.

o Defining strategy formation: strategy formulation nda
implementation.

) Evaluating the different approaches to strateggnédion.

) Explaining why we need strategy implementation eamrk.

o Evaluating strategy formulation and implementatibom a
holistic perspective.

o Highlighting potential barriers and challenges e&veloping and
implementing strategies.

o Explaining the challenges of strategic managemetie context
of hospitality and tourism.

o Analyzing the terms Dynamics, Content, Context,cBss and
Outcome in the context of hospitality and tourisrms.

o Explaining how hospitality and tourism organizasaran sustain
competiveness.

o Analyzing the growth of ICT in the tourism and hiaglty
industry.

o Highlighting the benefits ICT in the strategic mgament of
airlines.

o Explaining how the operations of an airline ardlfiated by the
use of ICT.

o Explaining the essence of strategic management avidetailed
case study on Novotel-an accommodation provider.

. Discussing the relationship betweens the custonewvice

strategy and the marketing strategy of Novotel.

STUDY UNITSMODULES

Below are the Units in this course designed tothdied in sequence.
The units are in three modules, consisting of timés each.

Vi
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Module 1

Unit 1 Introduction to Strategic Management

Unit 2 Strategic Management in Hospitality araufism
Unit 3 Corporate Strategy for Hospitality andufiem
Unit 4 The Hospitality and Tourism Industry Cexit
Unit 5 Macro Environment & Hospitality and Taam
Module 2

Unit 1 The Task Environment and its influence

Unit 2 The Organization Context

Unit 3 Business Level Strategies

Unit 4 Corporate Level Strategies

Unit 5 Network Level Strategies

Module 3

Unit 1 Strategy Formation-Formulation Approaches
Unit 2 Strategy Implementation and change

Unit 3 Strategic Management problems

Unit 4 Strategy and ICT Application

Unit 5 Strategy Case study on Novotel

I ntroduction to the Unitsin Module (1)

Unit 1 introduces you to strategic management anoviges an
overview of the modules on Strategic managementfuspitality and
Tourism. Strategy is presented from a historicatspective from
various lenses- including schools of thought- tiyftowhich strategy has
been conceptualized, researched and developedseveral decades.
The section then discusses key definitions of ¢énm¢$ used in strategic
management literature, and various schools of thoug the field
described, and a case study of a scenario thassitates the application
of strategic management in hospitality and tourishiis unit is
particularly important to learners in providing faation for discussions
and debates in subsequent units.

In Unit 2, we define the Hospitality and Tourismngext and evaluate
the characteristics and types of Hospitality andiriSson organizations.
The question on how these characteristics may imsiategic
management practices in Hospitality and Tourismaoization were
highlighted. Discussions on how generic strateganagement models
and theories can best be applied in the Hospitality Tourism context

Vi
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were also highlighted. Brief review of strategicrmagement literature in
the Hospitality and Tourism field was discussed.

Unit 3 provides an overview of tourism corporateatgtgy. Without
strategy, organizations are vulnerable to stratedyt. This unit

provided us with the knowledge that the absencestodtegy will

translate to a consequence of failure in monitoamg responding to
changing external environment. The wunit also hgjiie that

organizations that do not use strategic plannimgl tté make ad hoc
decisions. These decisions tend to be reactiveerdtian proactive to
events.

Unit 4 provides you with the perspective of theerof the environment
and its impact on the hospitality and tourism firmi$ie internal and
external environment was defined and a descrippiothe role of the
external environment and its impact on the busime=® elaborated on
from a strategic formulation perspective.

Unit 5 provides discussions on the macro envirortpeamsisting of the
environment types and how these environment typapact the
hospitality and tourism industry.

I ntroduction to the Unitsin Module (2)

Unit 1 provides you with an understanding of hommB are influenced
by the more immediate or task environment, explanabn how to
analyze the external environment of the hospitaliyd tourism
organizations, especially as it relates to taskrenment.

Unit 2 gives you an understanding of the influent@n organization’s
internal environment on strategy formation and enpéntation. In
particular, the importance of different stakehadderganizations were
highlighted, and the organizational structure, udahg its resources,
core competencies and distinctive competencies disceissed.

Unit 3 provides in-depth account of business-lestehtegies that are
critical for a firm’s success in its product-seezimarket domains. This
unit provides detailed account of what constituje®d strategy and
describes positioning and generic strategies aanl thles in creating
sustainable competitive advantage.

Unit 4 introduces corporate strategy and its mdements in the
Hospitality and Tourism organizations. It discusdesw different
corporate strategies could add value to organizstidt reflects on

viii
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different approaches to corporate strategies-ngmpbyrtfolio and
competence approach.

Unit 5 covers various motivations for entering iatgorporative venture
(Network-level strategies) and introduces the athges and
disadvantages of strategic alliances. It highlighteerent forms of the
most popular alliances-namely, franchising, managenctontracting,
and joint ventures in the hospitality and tourismustry.

Introduction to the Unitsin Module (3)

Unit 1 discusses how strategy formulation and imm@etation is viewed
by different schools of thought or approaches ire thtrategic
management field. Each view offers suggestionsdeveloping and
implementing strategies.

Unit 2 proposes a framework by identifying key tastand categorizing
them into different groups depending on their rabel importance. The
role and importance of each factor, as well aseli@tionship with other
factors, are explained. The pace of strategic ohaagd some
discussions on potential barriers and resistansgrabegy development
and implementation and how they can be overconadsc discussed in
this unit.

Unit 3 introduces you to the challenges of strateganagement in the
tourism and hospitality industry, including its @mic of content,
context, process, outcome, and how tourism and itadisp
organizations sustains competitiveness. It alsegixou an overview of
the previous nits.

Unit 4 exposes you to the extent to which Informmati and
Communication Technologies have facilitated thatstic repositioning
of the tourism industry, especially the airlines.

Unit 5 gives you a detailed case study on Novael-accommodation
provider. The unit examines the operational, mamgeaind customer
service strategy with which the hospitality firmegsin maintaining
competitive edge among its competitors.
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COURSE MATERIALS
Major components of the course are:

Course Guide

Study Units

Self Study Assessments Exercises
References and Further Readings

SELF STUDY EXERCISE/TUTOR-MARKED
ASSIGNMENTS

At the end of each unit, a couple of self studysfjoas are developed in
order to access the learners understanding of ubed matter. It is
important that learners attempt this study questiaa this form the
bases upon which the Tutor Marked Questions aresldpgd and
administered to students as continuous assessmadt faal
examinations.

SUMMARY

A distinctive characteristic of this course materian strategic

management in hospitality and tourism (TSM 44ljsstraightforward

approach in establishing the key dimensions ofettternal and internal
contexts in which strategy content and the strat@ggcess are
embedded in the hospitality and tourism industtyefinphasizes an
appreciation for the competitive nature of the bass environment and
the need to develop matching strategies in orderm@intain a

competitive edge among rivals in the industry.
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MODULE 1

Unit 1 Introduction to Strategic Management

Unit 2 Strategic Management in Hospitality araiism
Unit 3 Corporate Strategy for Hospitality andufiem
Unit 4 The Hospitality and Tourism Industry Cexit
Unit 5 Macro Environment & Hospitality and Tosmi

UNIT 1 INTRODUCTION TO STRATEGIC
MANAGEMENT

CONTENTS

1.0 Introduction

2.0 Objectives

3.0 Main Content
3.1  Historical Origins of Strategy and Strategic Masagnt
3.2 School of Thoughts on Strategic Management
3.3 Aims of Strategic Management: Competitive Advantage
3.4 Defining Key terms on Strategic management
3.5 Small case study

4.0 Conclusion

5.0 Summary

6.0 Self-Assessment Exercise

7.0 References/Further Reading

1.0 INRODUCTION

This unit introduces strategic management and gesvan overview of
the modules on Strategic management for Hospitaitg Tourism.

Strategy is presented from a historical perspedtom various lenses-
including schools of thought- through which stratepas been
conceptualized, researched and developed over adedtecades. The
section then discusses key definitions of the teussd in strategic
management literature, and various schools of thisugh the field

described, and a case study of a scenario thassitates the application
of strategic management in hospitality and tourism.
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2.0 OBJECTIVES
At the end of this unit, you should be able to:

discuss the historical origins of strategic manag@m

identify the schools of thoughts on strategic mamagnt.
discuss the strategic management framework amdjéectives.
define key terms pertaining to strategic managenagick their
significance.

3.0 MAIN CONTENT
3.1 Historical Origins of Strategy and Strategic Minagement

In order to appreciate the historical origins afatdgy and strategic
tourism management, it becomes essential to firglgfine strategic
management. Strategic management is a field of study that ive® the
process through which firms define their missiovisions, goals, and
objectives, as well as craft and execute strategjiearious levels of the
firms’ hierarchies to create and sustain a conipetitadvantage
(Okumus, Altinay, and chathoth, 2010). In other a®r strategic
management assist organization in prioritizing what of most
importance to them and provides a holistic viewtlod organization.
Strategic management consists of two distinct phdkat deals with
formation and implementation of strategy within anganizational
setting (Okumus, Altinay, and chathoth, 2010).

Figure 1: shows the strategic management frameworgrfocess.

objectives

[ Missions, Visions, Goals and ]

|

Internal Analysis (strength

Strategic Analvsi External Analysis
& Weaknesses) rategic Analysis (Opportunities & Threats)

Strategic Formation Corporate Level, Business Level,
and Functional Level Strategies

Strategy Implementation

Strategy Control
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The origins of strategic management have beendirtkethe military.
The termstrategy emanated from the womdrategos, which translate to
“general.” Literally, it means “leader of the arriilitary strategy
often deals with planning and execution in a wdtireg while taking
into account the strategy and tactics requiredmplement the plan.
Defeating the enemy in a “chess-like” play situatientails critically
thought-out plan with emphasis on the plan’s exeaut

Strategic management can be linked to the workSuof Tzu that dates
back to 400 B.C. and to Carl von Clausewitz in e¢ighteenth century.
Sun Tzu’'s reference to space, quantities, and ddmors related is
similar to the characteristics of the positioninch@ols (Mintzberg,
Ahlstrand, and Lampel, 1998). According to Sun Tealculations
underlie victorious situations in war.

Carl von Clausewitz's considered strategy “a vaatof themes” in

war situation (Mintzberg et al., 1998). Clausewiiates that strategy
was “open-ended and creative” in a situation of oshaand

disorganization (Mintzberg et al., 1998). This pd®s avenue for a
more systematic and organized approach, which iy wlanning

became part of the process. Strategy formationstake consideration
the various maneuvers and the scenarios and cideidgpertaining to
them. Being flexible while being proactive and detative, however, is
essential. Literature since the twentieth centusgduthese works to
describe strategy in the corporate arena.

Strategic management as a field of study has esialveover the past
fifty years (Okumus, Altinay, and Chathoth, 2016).the 1950s and
1960s, strategic management was viewed from gemeaslagement
perspective, emphasizing the role of the leadencegethe focus was on
leadership, interpersonal relationships, and trstesys, processes, and
structures in an organization. Firms used the tprdapproach, with
the top management at the core of the decision ngakirocess.
However, the strategic management process was anptafized and
explicit during this phase; instead, it was morglioit and informal. In
the 1960s, 1970s, and the early 1980s, firms adofite strategic
planning approach with an emphasis on analysis forchalized
planning, with special teams assigned to develap9lThe typologies
and concepts related to business and corporategts, with strategy
formulation at the core of such conceptualizatided,to the evolution
of the domain during this period.

Strategy implementation as a process was howewerethphasis of
scholars during the 1980s period. There was a ish@mphasis from the
leader to the development of organizational cultare its role in
defining and implementing strategies. In the sarem,vglobalization
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began to capture the imagination of firms’ exeagivresearchers
provided more insights into the underlying concepitsglobalization,

including systems, processes, and structures ttedled firms to grow
into multidivisional corporation. Some scholars leer focused on
firms’ competencies to explain strategy, which tedhe emergence of
resource-based view of firms. In the hospitalityd aourism field,

strategic management emerged as a field of studhanmid- to late
1980s that aimed at applying the works of scholarshe strategic
management domain to the hospitality organizatidinese efforts are
aimed at confirming theories related to the cormmuy, strategic
planning, and competitive strategies.

In the 1990s, globalization led to the emergenceeativork strategies,
and strategic alliances became the focal pointratauhich researchers
developed the literature. More efforts from a resetbased perspective
led to the conceptualization of characteristicatesl to firm’s internal

competencies that enabled them to sustain conmyeetiiiivantage. The
shift towards internal competencies also saw at shifperspective

towards knowledge-based view and learning at the ab strategic

competitive advantage in the late 1990s. Progressimues using the
knowledge perspective from the 2000s, with incrdasenphasis on

corporate social responsibility.

In the hospitality and tourism domain, Olsen, Westd Tse (2006)
conceptually developed the coalignment conceptchvhias been used
as a theoretical framework in other studies in fisdd. Efforts by

Harrigton (2001), Okumus (2004), and Jogaratnam Lawd (2006) in

the 2000s focused on environmental scanning irdspitality industry

context, whearas Harrington and Kendall (2006), @&uand Roper
1999, and Okumus (2002), as well as others, hawdenadétempts to
develop the strategy implementation framework fasptality and

tourism firms during this period. More recent etfom the field have
moved toward a knowledge-based view and corporabeials

responsibility.

3.2 Schools of thoughts on strategic management

Many schools of thought have emerged in the sti@teganagement
domain. Mintzberg and colleagues (1998) descrideal domain as
consisting of ten schools/perspectives that peti@idesign, planning,
positioning, entrepreneurial, cognitive, learningower, cultural,
environmental, and configuration. Mintzberg and tadleagues notes
that the first three school are more prescriptivéh an emphasis on
strategy formulation that developed from 1960s 980k. The next six
schools are less prescriptive, while emphasizing Istrategies are
developed. The tenth school conceptually combimes$ @aptures the
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other nine schools of thought into an integrativele. Brief description
of each schools is given in this section.

The design school emphasis a fit between an organization’s internal
capabilities and external opportunities. This sthemphasizes the
importance of a firm’s position within the contamtwhich it operates.
The environment is used as a reference while wegghhe firm’'s
strategies and the emphasis is on how it devetsructure in order to
support the strategy.

The second school, planning, which was developed in 1970s,
conceptualized strategy to include a structureep-bly-step approach.
Mission and vision statement were set, and goale wkearly spelled

out while detailing the objectives that would leéadhe accomplishment
of those goals.

The third school is positioning, which was developed in 1980s.
Although not very different from planning and desigchool, it views
strategy formation as consisting of a few stratégpes. This school
emerged from the work of Porter (1980), with an bagis on strategy
typologies. Strategy was still conceptualized dsrmal and controlled
process, but the focus here was on competitiveegies and industry
structure.

The fourth school of thought is the entrepreneurial school, whichae
to decision making and the process of strategy &ion. Here the
central role of strategy formation lies with thader, whose “intuition,
judgment, wisdom, experience and insight” are attibart of decision
making. Sources: Mintzberg, H.,Ahlstrand, B., Lampe(1998;p. 124).
The leader’'s vision and his or her leadership styiduence the
organization’s strategic posture.

The cognitive school is the fifth school, and it emphasizes strategy
formation from the perspective that the decisiork@na cognition and
mind drive strategy making. The cognitive skillsmanagers influence
their perspectives on the environment. These petispe in turn
influence the strategy formation process. AccordimgMintzberg and
his colleagues, they include 2concepts, maps, safiefirames.”

The sixth school is learning, which supports the notion that strategy
making is based on the foundation of learning. $trategy maker is
constantly learning about process of strategy ftionaand its various
elements in complex environment .As a matter oft, féloe firm is
learning constantly as a whole, which is incremieautal continuous in a
complex business environment. The knowledge petispas part of the
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learning school, and the focus here is on the ensilstem as a whole
rather than only a few managers at the helm ofsttatimaking.

The seventh school view strategy formation from a power perspective,
with negotiation at the crux of the process. Poarat politics drive this
school of thought, with organizations vying for pias in the markets
and transactions. Strategy formation is more enmérge firms engage
in power plays, ploys, and tactics to maneuveranous contexts.

The eighth schoal is the cultural school, where, again, the emphasis is
on the organization as a collective whole and afpatformation as
comprising social interaction. Strategy is delilbera that the members
are engaged in the process that involves colleeitt®n. Resources and
capabilities are the sources of competitive adgmtas firms are able
to create a culture that brings forth unique deaismaking with a
resistance toward organizational change.

The ninth school pertains to environment while describing strategy
formation as a reactive. The firm’'s external enmim@nt influences the
strategy formulation and implementation process, faims are viewed
as being part of an environment that is simple @anglex, stable or
dynamic. The decision maker’'s role is one of a llawy spanner in
being able to scan the environment while identdyithe macro and
micro level forces that impact the firm’'s positiavithin a business
domain.

The tenth school is the configuration school, which views stratexgy
transformationalConfiguration refers to the structure that a firm adopts
in a given environmental context, atrdnsformation refers to a change
in configuration based on a change in context. Tife cycle of
organization is essentially a pattern that emerigesy the various
configurations and transformation that occur overarious periods of
change that organizations go through. The essdnsteategy formation

is to ensure that firms are able to recognize thednto change its
configuration while transforming from one statetih@ other during its
productive life.

3.3 Aims of Strategic management: Creating a compave
advantage

A firm is in business to create value for its stakders. Since value is
created if firms have competitive edge over thearkst rivals, it is
imperative that a definitive and formalized appto#itat falls within the
realm of strategic management is at the core optbeess. Creating a
competitive advantage, and subsequently sustaihioger a period of
time requires a formal approach in terms of styatégymation and

6
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implementation. Constant evaluation of an orgaonat market
position, including benchmarking, becomes ineviainl maintaining a
competitive edge. Hilton Hotels and McDonalds gmadal examples of
firms that have been through ups and downs duhegcourse of their
organizational histories in terms of sustaining petitive advantage in
their respective market domains.

Strategic management process can be administetbceatmajor levels
including; corporate, business and functional Ievel

1. At the corporate level, strategy entails askingstjoes about
what business the firm is in or would like to engag, the firm’s
potential to create value by being in the businmssxpanding
into a new line of business, and the recoursescapdbilities the
firm already has or needs to get to sustain/creatapetitive
advantage in its business or businesses.

2. At the business level, firms need to ask themselvegollowing
guestions: How can we create competitive advaniageur
product-domain in each strategic business unit (@Btow can
we continue to be an overall cost leader or braéérdntiator,
or, have a cost focus or be a focused differenmtiamt@ur market
domain? Note that SBU is defined as a unit withirgiaen
corporate identity that is distinctly different fnoother units
within the corporation in terms of products andvesss, as well
as the markets it serves with a distinct profit-mgkcapability of
its own.

3. At the functional level, the firm’s objective is tsustain its
advantage by focusing on efficiencies related todpction,
operations, administration, marketing, and otherppsut
functions. It also engages in constant innovatmrensure new
product/service development rollout, while ensuritigat the
service and product qualities, as well as the costaatisfaction
related to them are at the highest level.

The linkage among the three levels of strategyddadihe creation of
sustainable competitive advantage.

3.4 Defining key terms on strategic management

Strategy entails futuristic thinking and developengourse of action to
meet goals and objectives. The strategic manageinaanéwork (Figure
1.1) captures the process sequentially and defahti It should be
noted that although different element of the sg@atemanagement
framework is presented separately or in linear-bieptep process, in
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fact they overlap and go hand in hand. The framkwarludes mission
and vision statements, goals, and objectives that liaked to the
mission and vision, as well as strategies anddsd¢ti achieve the goals
and objectives. Strategic analysis provides tha faith a clear picture
of its situation, which includes internal and ertdranalysis. Internal
analysis pertains to strengths and weakness asalybiereas external
analysis pertains to opportunities and threatsyarl which is also
referred to as SWOT analysis. The analysis enabfasn to engage in
strategic decision making. Strategic decisionsgmerto choosing an
alternative among a set of alternatives that ledstrategy-related
success. These decisions have an effect on thésfitamg-term
orientation and direction.

Strategic management includes two distinct phaghs: strategy
formation phase and the strategy implementations@hdStrategy
formation is the process of defining the directadrthe firm’s futuristic

course of action, which would enable the firm tlmedte resources in
order to achieve the set goals and objectives.mernal and external
environment analysis is part of the assessmentréesirategy is
formulated at the corporate, business, and funati@vels. On the other
hand, strategy implementation is the process ofinmuistrategy into
action, which includes designing the organizatia@taicture and related
systems. These process leads to effective resallomation processes,
including programs and activities such as settinggets, developing
support systems, recruiting, hiring, and trainiag, well as designing
performance evaluation and rewards systems thdtttethe attainment
of set goals and objectives.

The organization must first define its mission, lgpand objectives. The
mission is a brief description of the very purpase creating the
organization. This mission statement includes argheirpose and states
why the organization is in existence.

To differentiate missions, goals, objectives, sgas, and tactics, let's
consider this case: Jeflum Hotel is in the businggh a mission to

create value for its stakeholders. To accomplighntission, the firm has
set goals for the current year of increasing theirnmss segment
productivity. The objectives that linked the gomislude increasing the
business segment revenues by 10 percent and imgeapeat clientele
for this business segment by 15 percent. The giesteinclude

marketing and operations- related plans and tagtickiding increasing

sales calls in the business districts of the ditgreasing promotional
campaigns for the international and domestic bssinmarkets, and
creating an amenities package for business travéfat includes free
airport transfers, a free welcome drink on arrivigde internet access in
the room, and free use of business centre se@lesmtvices for three
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hours a day. Note that the goals are linked tartssion, the objectives
are linked to the goals, strategies are linkedhto dbjectives, and the
tactics are linked to the strategies.

3.5 Case study

The Magnificent Northern Hotel, a privately owneéagependent, four
star chalet hotel located in Abuja, Wuse Commerdddtrict, is
confronted with a turbulence external environmesitaaresult of the
global financial crisis. Since its inception 8yeago, the hotel has been
one of the top performers in the upscale and luxueyket segments,
preceding the current economic crises. The hotels marget market is
the business traveler (80 per cent of room bookingso has no
problem with paying 12,000 naira per night for ano

During the past 12 months, however, the hotel feenba victim of
several economic turbulence, which resulted irgaicant reduction in
rooms bookings from the business travel segmenis Tihs reduced
profits drastically to the extent that the hotehts longer able to cover
fixed costs. The owner, Adebisi Samuels has cahledexecutive
committee meeting to discuss the future directibe brganization
should take in the immediate term and in the logmgntto sustain its
competitive advantage.

1. What issues should Adebisi and the executivenncibtee
address? Why? (Hint: Make assumption where neggssar
including mission and vision statements, as well gamls,
strategies and objectives.)

2. Given the preceding information, what are Adets options?
How should they be evaluated? Make assumptions evher
necessary.

3. What should the hotel do in the short and loegn? Make
assumptions where necessary to arrive at youridasis

4. Why is it difficult to answer the preceding gtiens? Do we have
clear answers for issues and challenges in redl lif
5. Do Managers and executives in hospitality armiirism

organizations always have sufficient and relialrmation to
make decisions?

4.0 CONCLUSION

Having studied this unit, you should now be familigith the term
“strategy”, its origin, and applicability in the uosm and hospitality
industry. In addition, you should be able to explavhat strategic
management entails, and discuss how it can be &temed at various
level of management in the hospitality and tourssttings.
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5.0 SUMMARY

This unit introduced strategic management, whitevjging an overview

of how the field has evolved from historical pergpes. Given the

complexity of managing firms, schools of thought @trategic

management have briefly covered the various appesato managing
firms from a strategic perspective while highliglgtitheir relevance and
significance. Definition of key terms used in theld, such as mission,
vision, strategy, goals and objectives were brielilgcussed to explain
how the strategic management framework can be ef$ectively.

6.0 SELF-ASSESSMENT EXERCISE

Choose a Hospitality and Tourism organization amedearch this
company’s vision, mission, goals, and objective#tically evaluate and
compare them with those of other H&T companies. Waie the
similarities and differences? Which aspects do ke in this
statements and why?

Study Questions

1. Explain the origins of strategy and strategic managnt

2. List the main schools of thought, and explain th@gmises on
strategic management.

3. Why are there different schools of thought on sefyat
management?

4. Define strategic management, vision, mission, gaaigectives,
and tactics.

5. Do you think it is important for Hospitality and tiasm
companies to have such statements as in numbergigstion
above?

10
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1.0 INTRODUCTION

In Unit 1, we introduced the topic of strategic rmgement, with

discussions on the historical origin of strategg #re writings of classic
authors. The dominant strategic management scladalsought were

also discussed. The first unit is particularly impat to readers in
providing foundation for discussions and debatesiizsequent units.

In this unit, we define the Hospitality and Tourisontext and evaluate
characteristics and types of Hospitality and Tour@rganizations. The
guestion on how these characteristics may impaatesfic management
practices in Hospitality and Tourism organizatiorrev highlighted.

Discussions on how generic strategic managemenelna@hd theories
can best be applied in the Hospitality and Tourisomtext are also
highlighted. Finally, a brief review of strategi@amagement literature in
the Hospitality and Tourism field was discussed.

2.0 OBJECTIVES

At the end of this unit, you should be able to;

o define the hospitality and tourism context

o evaluate characteristics and types of Hospitalitgd dourism
Organization

o discuss how characteristics of Hospitality and Tsar

organizations may influence the application of tsga
management practices in Hospitality and Tourisnaoization.

o evaluate the current level of strategy researctihénHospitality
and Tourism field

12



TSM 441 MODULE 1

3.0 MAIN CONTENT

3.1 Defining the Hospitality and Tourism Context

Although, it is one of the largest industries waride, providing a
concise definition for the hospitality and Tourisndustry has been a
major challenge for professionals and academicsoffen noted, there
continues to be a lack of agreement as to exadtigt wmospitality and
tourism encompasses and the relationship betwesn.tAccording to
Nykiel (2005), definitions of Hospitality and Toam industry are often
limited by the unique viewpoints of sectors withime industry. For
instance, a hotel operator may see the industgcesmmodation with
food and beverages. A food and beverage operator view the
industry as a dining experience with the focus amunofferings and
food service. A travel agency manager might beligva providing
travel related services to people for business lamslire defines the
industry best. An executive of a theme park may lsegpitality as
providing a unique entertainment and educationpéggnce. In order to
overcome this confusion, Nykiel (2005) placed dlitleese viewpoints
under a wider perspective called “hospitality” dodher stated that the
hospitality industry encompasses travel, accommaualatood service,
clubs, gaming, attractions, entertainment and edicne.

Kandampully (2007) however notes that hospitalityd atourism

organizations operate within a network of servicgaoizations. The
author argued that they are, to a large exteny, #ne interrelated and
interdependent, and include the following:

. Tour operator, travel agents, and tourism orgaiviaat

. Travel and transport operators

. Leisure, recreation, and entertainment venue

. Restaurants, bar, clubs, and cafes

. Hotels, resorts, motels, camping grounds, bed &liest (B&B)

establishments, and hostels.

Butler and Jones (2001) usmurism as an all-encompassing term that
covers all aspects of people being away from themnes andhospitality

as a specific part of providing accommodations arals for tourists.
They note that the one difficulty in their defioitis is that the hospitality
industry also serves many people who are not tsurgich as local
residents. They state that tourism is often inttgat as flow of visitors
from one country to another for more than 24 haditeme and less than
one year.

In this module, in order to have a broader knowéedgd include all the
different types and sizes of organizations in theldf the term

13
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hospitality and tourism is used interchangeablyeSEhterms encompass
travel, accommodation, food services, clubs, gamilhgme parks,
attractions, entertainment, recreation, conventioasd nonprofit
tourism organizations such as national tourismceffj destination
management, and marketing offices. The hospitaiti)us a composite
of a number of distinct industries that are closaiterrelated and
interdependent. These industries operate withiobad network. The
next section provides explanations and discussabosit different types
of Hospitality and tourism organization.

3.2 Types of Hospitality and Tourism organizations

Hospitality and Tourism industry can be grouped erndlifferent
categories depending on their primary activitiége,sprofit motives,
and geographical coverage.

In terms of their primary services, organizatioas ®de categorized as
follows:

Travel and transport

Accommodations (lodging)

Food and beverages

Entertainment and recreation

Tourism offices or destination management orgaiunat
Nongovernmental tourism organizations.

oOghAWNE

Figure 2: Component of travel, tourism and hospitaty
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Each of these is often identified as a subsectdeuthe Hospitality and

Tourism industry. In addition, each can be furtbevken into several

sub groupings. For example, under accommodatidrese tare hotels,

motels, guest houses, hostels, villas, and timeesh&ome of these can
further grouped, depending on their service leseth as luxury hotels,
boutique hotels, mid-market hotels, and budgetlfaie according to

their star ratings, such as five-star (diamondjyr{star, and three star
hotels.
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Hospitality and tourism organizations could furthes classified as
small, medium and large scale. Independent andbfeexsmall and
medium sized enterprises (SMEs) dominate the twourisarket
worldwide. An SME is defined in employment termsaasompany with
workforce of fewer than 250 employees (European @@sion, 2002;
Wanhill, (2000). For example it is reported thabward more than 90
percent of tourism and hospitality organization&urope and most part
of the world are SMEs (Bastakis, Buhalis, and Butk04; European
Commission, 2002, Wanhill, 2000) which are usualyned-managed,
being run either by an individual or by small grafpeople.

Finally, hospitality and tourism organization cae fturther grouped
based on their geographical coverage. These indbwdé, regional, and
global firms. Local organization operate in onlyeoaqity or country,
whereas regional organizations operate in only @ggghical region
such as Europe, the Middle East, Africa, or Nortnekica. The global
hospitality and tourism firms such as Hilton, lmi@ntinental Hotels,
McDonald’s and KFC are examples of those that dpema many
countries and almost all continents worldwide. Camegd to national
organizations, regional and global hospitality aodrism face more
complex, dynamic, and challenging external andrim@leenvironments.
As a result they must accommodate the impact ofindégrnational
context when tackling strategic analysis, strateghoice,
implementation, strategic control, and global cotitipe advantage.

Discussion Question

Based on what we have just discussed, can we makeraizations
about the hospitality and tourism industry?

3.3 Characteristics of Hospitality and tourism or@nizations

The following are some closely related, unique abtaristics of
Hospitality and tourism organizations as depictedhie service sector
organizations. (Fitzimmons and Fitzimmons, 2004ppr®os, 2007;
Kandampully, 2007):

Inseparability-customer participation in the seevirocess
Simultaneity

Perishability

Intangibility ( the tangible-intangible continuum)
Heterogeneity

Cost structure

Labor intensive

NoohkhwNE
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. Inseparability

In the hospitality and tourism organization, custosmneed to be present
and participate in the service delivery process.other words, the
customer cannot be separated from the serviceeauglprocess in the
industry. Hospitality organizations are expectedctanmunicate with
and encourage customers to actively participatdenservice delivery
process. Attracting and bringing customers to hapi and tourism
organizations entail careful attention to theirdtion, brand image, and
ongoing marketing and promotional activities. Alsbe presence of
customers and the requirement for them to play @ivearole in the
service delivery process necessitates ongoing daraftention to
behavior, the physical appearance of employeesntegor design and
decoration of facilities, furnishings, layout andise. This means that
like Fitzsimmons and Fitzsimmon’s (2004) comments rmanaging
service organizations, operations, marketing andviHRnctions in
hospitality and tourism, organizations need tolbsealy integrated.

. Simultaneity

Services in the hospitality and tourism organizadi@are created and
consumed simultaneously. This can prevent emplowcive quality
control mechanism. As earlier noted, customerseanglioyees need to
participate and coordinate in the service deliyangcess. It is however
almost impossible to have one manager for everyl@mp to monitor
the service delivery process and make sure thatline employees are
doing their jobs well, in addition to guiding thestomers’ participation
in the process. In order to make sure that servécesproduced and
offered to customers at an expected quality thaetsneonsistent
standards, hospitality and tourism organizationgukh rely on other
measures such as investing in human resourcespfusechnology,
building desired physical facilities, and decoratto ensure the quality
of service desired.

. Perishability

As production and consumption in hospitality andrigm organization
are simultaneous, services become perishable yfdhe not sold. As a
result, their value is lost forever. For example,agline seat or a hotel
room will perish if a customer does not purchasatitthe time of
production. Hence, the full utilization of servicapacity is a strategic
task for many hospitality and tourism organizatiofisis however
important to emphasize that demand for hospitabtyd tourism
organization’s services often fluctuates considgratepending on the
external developments and changes, such as seias@mal crises. For
instance, terrorists attacks (Such as Septembe2l, in New York),

16
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disease outbreaks (such as SARS in the far East)natural weather
phenomena (such as tornados or hurricanes) ak megjative impact on
the demand for services offered by the hospitaityg tourism industry
worldwide.

. Tangibility

Hospitality and tourism organizations offer a conation of tangible
and intangible products (Kandampully, 2007). Foaraple, a hotel
room or a meal in a restaurant has both tangibdeir@angible qualities.
Yet, there may be major difference between a buldgttl and a luxury
hotel or between a fast-food restaurant and analpsestaurant in
terms of tangible and intangible qualities offereldwever, services are
often ideas, concepts, interactions, relationship&l experiences that
are not often patentable. It is essential to nio& the intangible aspects
of services offered by hospitality and tourism arigations are critical
in customer satisfaction. This is because the rddfrculty related to
the intangibility of services is that customersruanoften see, feel, and
test these services when they order or buy thenoni@os, 2007,
Kandampully, 2007). In order to overcome potengiabblems and
dissatisfaction in these areas, some hospitality tanrism companies
publicize their service promise and offer 100 petcesatisfaction
guarantee.

. Heterogeneity

Hospitality and tourism organizations services malso vary
considerably. One hotel unit in a chain hotel, ané restaurant chain,
or one holiday experience of a traveler to the sdesination is likely
to be identical to another. Various factors, patédy the human
element, result in variations in service deliverggess. In other words,
services will be heterogeneous, and variationemice delivery from
customer to customer and from time to time will @& occur. It is
however often difficult to standardize every emgeycustomer
interaction in the hospitality and tourism businesdso, in many
hospitality and tourism organizations, custometsract not only with
employees but with other customers. This custonter-customer
interaction in certain service organization such @sbs, disco,
nightclubs, and cruises, can be an important aspfettte total service
delivery process. However, hospitality and tourisnganizations are
highly susceptible to external changes. For exangpleexternal factor is
weather condition. Visiting and outdoor theme pzak be very pleasant
and entertaining one a nice day, but can be a albkeexperience if it is
raining and cold. In recent times however, throtigh intensive use of
information technology and active training of emy@es and design of
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physical facilities, attempts to improve and stadds the service
delivery process have greatly increased.

. Cost structure

The cost structure of the hospitality and tourisrm$ influences their
managerial and resource allocation decisions. B@mele, luxury
hospitality and tourism organizations are capitabor, and energy
intensive. Typically, they have high property castd employ large
number of employees. It could be difficult for theéomnreduce such cost
items if the demand for their services is low. Aldtey may need to
renovate their facilities every five to ten yeaysstay competitive in the
field. A major issue is that given the vast amoaoiinvestment made in
these organizations, investors and owners oftek @y carefully at
their return on investment. As a result, these comes need to maintain
a steady flow of customers in order to maintainghafitability of their
businesses. This often leads to creative marketmgl product
development strategies as well as pricing strasegach as weekend
rates, long stay guests and group lodge discounts.

. Labor intensive

Hospitality and tourism organizations are laboremsive. This is

because personal interactions and experiencesngrertant parts of

services and employees play a key role in this ggecDespites using
many machines, computers, and technological dewetops, hospitality

and tourism organizations still rely primarily ohetr employees to
deliver a memorable and positive experience. Bsegryed and treated
nicely by employees is a major factor in gettinge&t customers.

3.4 Strategic management in hospitality and tourism
organizations

Owing to its size and growing importance, the hiadiy and tourism
industry faces major challenges and problems wadedwHospitality
and tourism businesses operate in a dynamic anglegrenvironment.
External trends such as changes in legislationjonaf and global
economic and political crises, sociocultural trendsphistication of
customers, stiff competition, terrorism, securitglobal warming,
multiculturalism, globalization, mergers and acdigss, labor
shortages, and advance technological developmdnpose important
challenges to the management strategies of hagpit@hd tourism
organizations. According to Nykiel (2005), produdésign, market
segmentation, franchising, real estate investmeastd, and new product
concepts are some of the strategic driving forbas ¢ause the industry
to be very dynamic. These trends and developmeadgire the
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organizations in the hospitality and tourism indydo keep redefining
their strategic management practices through aragmis process.

It is however worth emphasizing that strategic ngamaent is not only
important in the hospitality and tourism organiaat but also to all
organizations, regardless of their size and typmvéver, it is important
to stress that hospitality and tourism organizaioperate in a unique
external and internal context, which makes it esblgcimportant to
understand and follow contemporary strategic mamege practices
and theories. For example, the hospitality andisourindustry have
been experiencing dramatic changes in customercédpens and needs.
They not only need to develop new products andiceioncepts as an
ongoing basis, but they also need to control tbests and manage their
human resources wisely.

According to Pine and Gilmore (1998), servicesha hospitality and
tourism industry are undergoing a shift from sesvip experience.
Today, most hospitality and tourism organizationgkhs as Hilton,
Disney World and Marriot refer to their respectiwervices as
“experience.” This requires changing the minddetnany managers
and employees in their strategic thinking and datyions. In order to
achieve this shift, there is an essential neechtwkboth the hospitality
and strategic context and how this strategic charagebe achieved in
that context. This is because strategic managedeais with the major
and fundamental managerial issues that directlgcafthe future of
hospitality and tourism organizations.

Table 2: Areas where strategic management can helurism
and hospitality organizations

. Providing a holistic view for the entire hospitgliand tourism
organization

. Providing a sharper focus on what is strategidatiyortant

. Providing a link between the external environment ahe
internal environment

. Analyzing a complex and rapidly changing extermali@nment

. Analyzing an organization’s strategic resources

. Giving a clear sense of strategic vision and dioect

. Defining organizational purposes

. Developing measurable goals and objectives

. Identifying key resources and investing in core petancies

. Formulating decisions and making them happen

. Managing change

. Coordinating organizational activities and alloogtresources

. Understanding the complexities of decision makingd ahe

structuring of organization
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. Understanding the role and importance of the omgitnal
structure and culture on the strategy process.

. Reducing and managing uncertainty inside the orgdioin

. Measuring intended and unintended outcomes of treegy
process.

3.5 Small case study

A hotel group recruits a successful senior exeeufrom a service
industry to turn around the hotel group.

1. Discuss what type of challenges this new executmay
encounter in this new position.
2. Discuss the types of skills that this new executiva@y need in

this new position.
4.0 CONCLUSION

Understanding the types and characteristics of itedsp and tourism
organizations, and having adequate knowledge of Isirategic
management is being applied in these organizatwilisenable you
confidently discuss the internal features and manalgpractices when
addressing the limitations in the hospitality andrism organizations.
These are all contained in the unit you have justied.

5.0 SUMMARY

This unit provides insights to the extent to whibk characteristics and
types of hospitality and tourism organization campact on strategic
management practices, particularly in strategic lyssg decision

making, resource allocation, and creating and raaiimtg a competitive

advantage.

6.0 SELF-ASSESSMENT EXERCISE

I How can you define the hospitality and tourism istay

. What are the main characteristics of Hospitalityl arourism
organizations

iii. Can we make generalization of hospitality and wnri
organizations

V. In what situations can strategic management hefpitadity and
tourism organizations?
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1.0 INTRODUCTION

In the previous, we defined the Hospitality and fism context and
evaluated the characteristics and types of Hodpitaind Tourism
organizations. The question on how these charatteyimay impact
strategic management practices in Hospitality aodriEm organization
were discussed

This unit provides an overview of tourism corporateategy. Without

strategy, organizations are vulnerable to stratdgit. The absence of
strategy will translate to a consequence of failurenonitoring and

responding to changing external environment. Ogdrns that do not
use strategic planning tend to make ad hoc dedsibhese decisions
tend to be reactive rather than proactive to evertte absence of an
effective strategy can result in corporate failure.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

) appreciate the importance of both mission and btkers in
tourism management
o identify the techniques of strategic analysis cloic

o enumerate the process of strategic implementation.
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3.0 MAIN CONTENT
3.1 Mission and Stakeholders

It is difficult for an organization to formulaterategy without a clear
idea of its overall aim. The mission of an orgati@acan be thought of
as what the organization is trying to achieve; wtsapurpose or aim is
and where it is trying to head in the medium tagloerm (David, 1989).
A mission statement should be succinct, achievaolesist of visionary
and statement, look to the future and describe rtteen aims of
organizations.

Tourism firms have missions that encompass difteméns, including:
Tourism Concern Campaigns for tourism industry Whgcjust yielding
benefits that are fairly distributed

Participatory-involving local people in its devetopnt and management
Sustainable-putting long-term environmental andiaddoenefits short
term gains.

In this case, it is ethical consideration ratheanttprofit that guides
Tourism Concern.

An organization’s mission is often accompanied [sg@es of objectives
that spells out the goals that is needed to besgediin order to realize
its mission. Objectives may be written in closedopen form. Closed
objectives describe quantifiable targets and shoafltform to SMART

principles and thus be:

Specific;

Measurable;

Agreed with those who must attain them;

Realistic; and

Time-constrained.

On the other hand, open objectives are written anenof a qualitative
style.

The mission question (what does the organizatiost éar?) cannot be
readily answered without the consideration of stak#er question (who
does an organization exist for?). The term ‘stalddto refers to a
person or group of people who have an intereshéendperation of a
particular organization and ‘stakeholder analys{#litroff 1983;

Freeman, 1984). Stakeholder analysis is a usefylaffanalyzing the
importance of different stakeholders to an orgamma Stakeholder
analysis starts with a mapping of a range of stakigns who are often
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divided into those who are external and those wioim@ternal to an
organization. A stakeholder map for British Airwaysuld include:
Shareholders (may be divided into large and small);

Directors;

Workers;

Customers;

Bankers;

Key suppliers;

Airlines in one world Alliance

Local communities; and

Environmental groups;

However, it is the stakeholders’ power that wiltetenine the influence
that the different groups have in an organizationission. The power
of internal stakeholders is influenced by factarshsas position in the
organization, control over resources, power of@wge, charisma and
specialist knowledge. External stakeholders cahdwiewer because of
control of resources (particularly finance), theanstitutional role (e.g.
shareholders voting rights) and legal agreemegt f&ank).

3.2 Strategic Analysis

Strategic analysis is the next stage in the fortrarlaof tourism
corporate strategy. It involve considering the mapdluences affecting
the organization’s ability to fulfill its missiomiterms of resources and
environment. Strategic analysis give reports on rtiest current and
future Strengths, Weaknesses, Opportunities andeatdir (SWOT)
facing the organization.

Opportunities and Threats summarize the externat@mmental factors
that a tourism organization faces. The key elemeftshe external
environment may be summarized as C-PEST factorshwhfer to:
Competitive;

Political;

Economic;

Socio-cultural; and

Technological environments.

Strength and Weakness analysis summarizes the efat@aternal
resources of an organization.

Opportunities, Threats and the external environment

The competitive environment of the tourism industigscribes the
extent of influence of tourism organizations or tadegions upon one
another, and that of suppliers and buyers. The etityge environment
may be analyzed in two ways:

Structural Analysis
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Competitor Analysis

Structural analysis examines the whole industrywimch a tourism
organization operates for competitive pressurefitinaximizing
tourism organization will seek a position within @amdustry where
competitive threats can be minimize and competitbmportunities
exploited. Porter’s (1980) ‘five forces’ model caa used to analyze the
competitive environment. The five forces proposgdPbrter are:

The threat of new entrants;

The power of buyers;

The threats of substitutes; and

The degree of rivalry between competitors.

On the other hand, Competitive analyses involveoeerdetailed look at
a tourism organization’s existing and potential petitors. It enables an
organization to formulate a strategy in the lightao assessment of its
key rivals. Porters (1980), sets out a framework ¢ompetitors’
analysis by deploying a response profile of contpetiorganizations.
The profile is divided into two sections. The fisgtction asks questions
about the motive of the competitors, and the secsection asks
guestions about the competitors’ current and futacéivities. The
detailed questions that need to be addressed vitirimesponse profile
included:

Product lines;

Prices

Quality;

Differentiation;
Advertising;

Market segment;
Marketing practices; and
Growth and prospects.

Buhalis (2001) provides a strategic analysis of cbepetitiveness of
tourism in Greece, identifying its unique naturelfure and heritage as
strengths and the lack of differentiation of thertem product as well as
competitive disadvantages in marketing and planasyg/eaknesses.

The political environment is important to tourismganizations since it
is here that changes in laws, regulations and pamcurs (Hall and
Jenkins, 1995). It is therefore important to essdblthe location of
political power, how political power may changetire future and the
likely effects of this on policy. Analysis of govenent, opposition and
election cycle yields information on the politiceahvironment, and
government plans and party manifesto are also itapbrsources of
information. In addition, pressure group activitigen be important in
influencing policy in democracies, and the actastiof such group as
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Greenpeace and Tourism concern attempt to affecrgment policy as
it relates to tourism.

The economic environment affects tourism destimatiand organization
both in terms of demand factors and especially he tase of
organizations, in terms of supply and costs as (Uelbe, 1999). The
main economic variable to be analyzed includes:

Consumers’ expenditure This is the amount of money consumers
actually spend. It is mainly determined by incoreel, but is affected
by savings, taxation and government benefit paysjamnsumer credit
and expectations about the future. There is atdpesitive relationship
between growth in consumers’ expenditure and grodemand for
tourism.

Exchange Rates This is the value of country’s currency in teris
other currencies. A high exchange rate for the gosterling for
instance means a lower cost for tour operatorsnguservices in foreign
currency.

Interest Rates This affects the cost borrowing. High interestesa
increase the costs of tourism organizations and pdamtourists’
demand.

Taxation: This includes taxes on income, spending and fgtdficrease
in the former can reduce tourism demand.

Inflation : This is the change in the general level of priaed it can
result in destinations becoming less competitive.

Strength, Weakness, and an Organization’s resources

Analysis of its resources and products or servigesbles a tourism
organization to assess its strategic capabilityaaw well it is equipped
to pursue its strategy. Resources are typicallgsti@d under four
headings.

Physical resources, including buildings, fixturesl dittings, machinery
and transport fleets.

Human resources, consisting of mainly; skilled, isskilled and
unskilled labor.

Intangibles including acquired knowledge and skilfgatents and
recipes, good will brands and corporate image.

Performance monitoring analyses the way in whictoueces are being
utilized and can include the following:

Analysis of efficiency;
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Financial analysis;
Appraisal; and
Comparative analysis.

Efficiency measures the ratio of inputs to outp@iader measures of
financial evaluation include share prices, earnipgsshare, and return
on capital employed (ROCE). Appraisal is used fug evaluation of
human resources and is a process where employextsaitie their line
managers to set targets for the future and reviexfopmance against
previous targets. Comparative analyses can be imadeference to an
organization’s historical record, to other orgatimas in an industry
(best practices) or to benchmark.

3.3 Strategic choice

Strategic Choice is concerned with the generatiostrategic options,
an evaluation of strategic option and the seleatibstrategy. In simple
terms, an organization seeks to gain advantage itsecompetitors
either by selling a cheaper product than the comapst or a better
product than the competitor, or cheaper and bpttetuct. These are the
key strategic options available. During any phafsst@ategic review, a
number of strategic options will be generated frstmategic analysis.
The preferred option will pass the tests of suligbifeasibility and
acceptability.

A price based strategy seeks competitive advanbggeffering the
lowest prices in the industry. A key way to achiéws is to reduce cost
by offering a basic, standardized, mass-producedkilis products with
inessential aspects stripped out of the value cl@mthe other hand, a
differentiation strategy offers product quality andiqueness. This is
achieved through design, innovation, attention toality and
advertising.

Some organizations seek to provide high-qualitydpobs at low prices-
a hybrid strategy. This is difficult to achieve bese adding extra
consumer value adds to costs and forces up prites. generally

feasible if an organization can achieve economiesaale so that
average costs fall in line with growth in outpuadh of these positions
offers a strategy for gaining competitive advantage

3.4  Strategic Implementation

The agreed organizational strategy will genera#lysiet out in a formal
document and effort then needs to be directed aategfic
implementation. This is concerned with putting intcactice of an
organization’s strategy. Initial consideration maged to be given to
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logistics and operations. Complex strategies waech a project plan
which takes logistics into account and provideogical sequence of
what has to be done before each stage of the plarbe realized. It
therefore takes account of time scales and therdependency of
different elements of a strategy and allows aaaitpath to be mapped.

4.0 CONCLUSION

The general strategic method outline in this uepresents a standard
cycle of strategic planning and a classical apgro&c strategy.
However, it should be noted that the success dfadegy depends on
the accuracy of much of the analysis containedthénpian. Much of the
analysis involves forecasting and the future i®nously unpredictable.

5.0 SUMMARY

This unit provides necessary information on the artgnce of both
mission and stakeholders in tourism managemeimfivés insight into
the techniques of strategic analysis and choicalsld highlights the
process of strategic implementation.

6.0 SELF-ASSESSMENT EXERCISE
I How would you explain the terms Mission and Stakeéws in
tourism management?

. Explain the difference between strategic analysid strategic
choice.
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1.0 INTRODUCTION

In the previous unit we studied how corporate stpatcould be applied
in tourism. Without strategy, organizations arenenéble to strategic
drift. The absence of strategy will translate tmwasequence of failure in
monitoring and responding to changing external ramwment.

This unit provides you with the perspective of thele of the
environment and its impact on the hospitality aodrism firms. The
internal and external environment will be defined a description of
the role of the external environment and its imgacthe business will
be elaborate on from a strategic formulation pertpe.

2.0 OBJECTIVES

At end of this unit, you should be able to:

o define and explain the role of the external enviment in the
context of the hospitality and tourism businesses

o explain strategy formulation from a contingencyspective

o explain environment dimensions.

3.0 MAIN CONTENT
3.1 Characterizing the external environment

On a daily basis, firms deal with both external amdernal
environments. The external environment lies outside firm and
includes individuals, firms, systems, and instdns that have an impact
on it. Influences from the external environment eamform of changes

29



TSM 441 STRATEGIC MANAGEMENT IN HOSPITALITY AND TOURISM

that occur due to the forces that emanates fromhiése forces arise
from the trends in the macro and micro environmanis$ could present
opportunities or pose threats, depending on how thpact the firm.
Organizations that scan the environment, track gésnhand assess the
impact of changes in terms of cause and effect bhav®re formalized
approach to environment scanning.

Duncan (1972) defines the external environmenthascbntext (e.g.,
firm) within which social and physical factors araken into

consideration by individuals for decision makingheT interpersonal
interactions among the members in the internalrenment are what
distinguish it from the external environment. Aatiog to Duncan, the
internal environment contains three components: dmumesource,
organizational function, and organizational lev@lhe functional

component refers to operations, sales, and maggdtinman resources,
materials management, and administration, while dhganizational

level refers to products and services, goals anéctbes, and the
process that integrates personnel with the orgaaiza

Scanning the environment itself is not sufficiesriganizations must be
able to cope with the forces by ensuring that ttiernal resources and
capabilities are aligned with the opportunitiestisey can tap them as
they appear in the firm’s external environment.evikse, organizations
must be able to counter the threats posed by tlangds in the
environment. This entire process of identifyingestiths, weaknesses,
opportunities, and threats is referred to as th®©$\analysis.

Strengths and weaknesses lie within the internair@mment of the
firm. Opportunities and threats are external to fine and emanate
from the macro and micro environment in which ilasated. SWOT
provides a situation analysis of the firm in teraidts current position
given in market.

3.2 Strategic Fit and Strategic Intent

The SWOT analysis provides the firm with an ovewief how it is

positioned in a given market to tap opportunitiesl @ounter threats.
This analysis was initially developed by Albert Hpimery from

Stanford University from the perspective of prowglifirms with a

framework to assess their resources and capabil#te opportunities
could be tapped. The alignment between the firmternal resources
and capabilities and external opportunities isechlihe “strategic fit.”
The *“fit” ensures that firms can align themselveghwemerging

opportunities.

“Strategic intent” was put forward by Hamel andhdad (1989), based
on the premise that firms would not be able to terem sustainable
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competitive advantage unless strategic resourcescapabilities are
used to tap opportunities. This approach capturefirnas posture
toward its environment in terms of identifying tls@portunities and
threats and positioning it to address them by aoguiresources and
capabilities ahead of time. Therefore, resourcesilshbe acquired and
capabilities should be developed to tap tomorroapportunities and
threats. Here, we use Porter's (1980) definition sbistainable
competitive advantage, which is “the advantage that firms are able to
create in the marketplace by being ahead of cotigetiuring the time
horizon over which existing resources and capadsliare used to the
fullest extent.”

The opportunities and threats that emanate in thd@rament, as
described earlier, are a result of the forces d¢ma¢rge from the macro
and micro external environments. Literature catiegoas distinct, using
classification scheme. The scheme was developedt®romes easier
to conceptualize and understand a complex subjech ss external
environment. The importance of understanding tharenment and its
impact was emphasized by scholars in the 1950s wiecontingency
school emerged. The characteristics of the envissrirare discussed in
more details in the next section.

3.3 Environment Characteristics

Terms used to describe the environment include renwiental

uncertainty, environment, environmental volatilignd environmental
munificence (Table 3.1). Environmental uncertainglates to the
difficulty of the firm’s managers to accurately giet the occurrences of
an event. The higher the uncertainty, the morediffeeulty managers

have in assigning probable estimates of the oceoerer nonoccurrence
of the event. The literature categorizes envirortaleancertainty as
contingency views and perceptual views ( Gerloff,uiti and

Bodensteiner, 1991).

The contingency view relates to understanding theirenment and
fitting the firm as per the characteristics of t#evironment. On the
other hand, perpetual views of the characteristicthe environment
relates to how the firm’s manager are able to ‘Gegtinterpret, or learn
about” the environment and its characteristics. Tinm's external
environment is characterized as being stable oatN®| certain or
uncertain, liberal or illiberal. Volatility and uadainty relates to the rate
of change of key variables in a given environmergahtext. An
environment in which firms have plenty of opporties to grow,
including the availability of slack resources, midsto be liberal or
munificent. On the contrary, illiberality is assa@d with an
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environment where maturity has taken hold, strategisources are
difficult to acquire or obtain, and firms find itfficult to grow.

The firm’'s environment is also described as hastilebulent, and
dynamic. Environmental hostility refers to unfav@econditions in the
general or macro environment. For instance, theeatireconomic
environment presents a hostile environment forisourand hospitality
firms. On the other hand, market hostility refexs anfavorable
conditions at the task and industry environmenglevin the hospitality
industry, demand and supply conditions and competitorces could
create a hostile market environment. Environmeriuience refers to
the amount of change in the firm’s external envnent categories.
Note that the “complexity” refers to the numbers fattors in the
environment. Finally, environmental dynamism is tiegree of change
in the key factors within the firm’s external eronmental categories.
For instance, the change in mortgage and intewsisrin the U.S.
context due to the economic downturn that begamioh2008 reflects
environmental dynamism. Similarly, within the hdapty and tourism
industry environment, the level of dynamism iseetéd in the shift in
demand during a 365-days period due to a shift frogh-peak to low
seasons during the course of the year.

Table 3.1 Environmental Characteristics

Environmental Characteristics Description

Environmental Uncertainty Difficulty in accurately predicting the
occurrence of an event

Environmental Volatility Rate of change related fawtors in
the external environment

Environmental Munificence The availability of sladlesourceg
and the opportunities for firms to
grow

llliberality The opposite of munificence; an

é
environment in which the scope for
growth is limited

Environmental Dynamism Degree of change in keyoiacin the
environment categories, especial
the general and task environment,

y

Environmental Hostility The unfavorable conditions the
firm’s general environment that haye
a negative impact on the firm

Market Hostility Pertains to the unfavorable coruis
in the firm’s task environment
Environment Turbulence Amount of change in the %

external environments, as well as the
complexity (number of factors) i
those environmental categories
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3.4 Environment Dimensions

There are two environmental dimensions in literatuthe simple

complex dimension and the static-dynamic dimensidhe simple

complex dimension refers to the number of factarsvariables that
influence the environment. The fewer the factong more stable the
environment. Contrarily, the greater the numberfawtors, the more
complex the environment. For instance, if a mahat many suppliers
and many buyer groups, then the business enviranimeanch market is
considered to be relatively complex.

The static-dimension refers to the degree of chavge time related to
the factors or variables pertaining to the interraald external
environments. The lesser the change, the more stai environment
and vice versa. Duncan (1972) refers to two subdsioas of the static-
dynamic dimension: the degree of change over tstab(lity/instability)
in the factor that firms’ manager consider durihg tlecision making
process, and the frequency with which the decisiakers consider new
or different factors.

4.0 CONCLUSION

The characterization of the external environmentretation to its
dimensions and how strategic fit and intents canused to tap
opportunities and counter threats have been disdussthis unit. The
hospitality and tourism firms are often in a conipet environment,
and the need to understand the environment thesatgpe cannot be
undermine.

5.0 SUMMARY

Understanding the external environment is essestidirm’s managers
can formulate strategies while taking into consatien the various
forces that emanate from its categories.

6.0 SELF-ASSESSMENT EXERCISE
I Why is it necessary to analyze the external enwn@mt?
. How would you describe “Strategic Fit and Stratdgtent”

ii. What are the terms used to describe environmental
characteristics?
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1.0 INTRODUCTION

The previous provides you with the perspective ¢ tole of the
environment and its impact on the hospitality aodrism firms. The
internal and external environment was defined ami@scription of the
role of the external environment and its impactloa business were be
elaborated on from a strategic formulation perspectin this unit, we
shall discuss the macro environment, consistinghef environment
types and how these environment types impact thspitadity and
tourism industry.

2.0 OBJECTIVES

At the end of this unit, you are expected to be &bi

o define the macro environment
o discuss the types of environment
o explain how the different types of environment imipdhe

hospitality and tourism industry.
3.0 MAIN CONTENT

It should be noted that there are no clear demarcabetween

environment categories, but the boundaries are imagag for the

purpose of conceptualization and comprehensionsd bategories form
the five major subcategories of the macro envirams@-igure 2). They
are discussed in more details in the following isest
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Figure 3: Environment types-General and Task Envirmments.
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3.1 Political Environment

The political and regulatory factors have beenrimaental in defining
how firms can maneuver, succeed, and expand i &chinternational
markets. Transparent legal and political systemgeeally in the West,
have enabled firms to use franchising as a modd&ewvélopment in the
international context. Firms are impacted by regoes related to
human resources management, ecology, technologyrigbt- and
patent-related issues, and market-related factodsissues, including
handling customer-related problems. The regulatielated to how
tourism businesses are formed and how they neée toperated from
human resources and ecological view-points are titapbto consider
from local and global perspectives. From the enmgdsy relations
perspective, due consideration should be giverdallissues related to
human resources from different ethnic backgrourslsvell as gender
related issues. Changes in rules, regulations awd In the business
environment that impact the firms must be tracked.

As a matter of fact, the political environment cuelly very important
to consider because it influences the policies @dexisions that impact
all other environmental categories. Policies imigiof terrorism related
issues, including safety, security, ecology, andasth, are politically
driven, so they impact the laws and the regulatenyironment of
business. They must be considered in order trackngds in the
environment. For instance, from an ecological pecipe, what is
considered acceptable in Nigerian context may retabceptable in
South Africa or United State contexts, given thditigal, legal, and
social norms in these geographic domains. TahilgS8the key variables
and issues that are part of the political/legaliremment.
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Table 1:

MODULE 1

General Environment-Key Variables/Issuesto Track
and Analyze

General Environment Variables/Issues to Track and

Analyze
. Political - Regional policies
- Change in gowaent
- Terrorism
- Wars

Psychographic changes

- Life style of the baby-boomer generation
- Life styles of generations X and Y

New regulations impacting businesses, includingnimmim
wage, manufacturing and consumption of indigen
products, and so on.

Labor and hiring workforce locally versus form adao
Policies related to the ecology including globalrmveng,
greenhouse gas emissions, and so on

Policies related to corporate and personal taxation

Economic  -Interest rates

Inflation rates

GDP growth rate

Cost of input factors

Consumer price index

Consumer confidence

Price of oil and commodities

Stock markets

Mortgage rates

Balance of trade/exports and imports
Exchange rates and purchasing power parity
Corporate, personal, and capital gains taxes
Avalilability of credit

Unemployment rates

Sociocultural Demographic changes
Birth and death rates

Immigration

Emigration

Age related changes

Gender related changes

Education related devel opments
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Cultural changes
- Multiculturalism
Other factors

- Spread of disease
- Work-life balance
- Terrorism

- Religion

- Nationalism

. Technological -New technology-related hardware
- New technology related software

- New technology application

- Development of new products

- Investments in technology related R&D

- Safety and security related technoldgiexelopments

. Ecological - Demand for “green products”

- Supply of “green products”

- Global warming and greenhouse gas emissions
- Disposal of waste

- Recycling paper and landfills

- Deforestation and climatic changes

- Protecting the natural environment

3.2 The Economic Environment

The economic environment relates to the factorseéh@mnates from the
economy, which includes variable such as the Gt rate, interest
rates, mortgage rates, stock market performancegigio direct
investment, consumer confidence, and inflationsiaehese variables
depict the state of the economy and the prospédtedousiness in that
economy. Hospitality and tourism firms need to krathanges in the
economy so they will be aware of the impact of ¢helsanges in terms
of cause and effect. For instance, an upturnerettonomy would have
an impact on businesses in terms of opportunibesehhancing their
profitability, which will in turn have an effect dhe tourism industry in
terms of business and leisure travel. Hence, tleel ier scanning the
economic environment is essential to finding ouw libe businesses are
being affected from economic perspective. Howevés,essential to get
a more comprehensive view of the environment bysictaming the
mutual effects of each environment category on rass. We hall
discuss the sociocultural environment in the negtien
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3.3 Sociocultural environment

The sociocultural environment pertains to the gaplgic, demographic,
and psychographic description of markets and thergimg trends in

them. The geographic locations of markets in sagggons and national
contexts have an influence on businesses. Fomicstahe sociocultural
factors that influence businesses in Lagos would cbasiderable
different from those in Dubai. Business also musaldwith a

multicultural society and their impact on the raseuand capabilities of
the firm. The workforce is diverse, and firms’ mgaes need not to only
understand the psychographics of their customers dlso the

employees’ behavior and orientation. Educationnetlaer aspect that
firms have to deal with in the knowledge economys becoming more
important for hospitality and tourism firms to hegperienced, qualified
employees, even it means recruiting help from ottwintries. Other
variables that are part of this environment incloddticulturalism, the

spread of disease, the work life balance, terrqrisatigion, and

nationalism, which all impact a company’s task emwinent (see Table
3).

We shall discuss the technological environment.next
3.4 Technological Environment

Whereas the economic and sociocultural environmemdse a
significant impact on firms, it is equally importato consider the
impact of the technological environment that hazd & major influence
on businesses over the past two decades. Technioémgplayed a major
role in the way products and services are consurhed, they are
produced, and even how they are marketed andhdis#d. Significant
changes have taken place in the post- World Wara2ire terms of
technology in science, engineering, and businedseshe past two
decades, the advent of computer technology hadutemmalized how
markets and businesses connect with one anotherhawdlinkages
among business units are established across nlatmmaxt.

Hospitality and tourism firms have been impactedimajor way that
includes demand- and supply-side-related effectsnsGmers have
accessibility to products using the online mediumai way that has
driven businesses to create market interfacesatigapurely technology
based. Operations have been impacted to the ekianefficiency and
productivity have improved. In fact, employees haeeome multitask
oriented, while addressing ecological issues bydgeiore environment
friendly in handling day-to-day transactions.
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3.5 The Ecological environment

The ecological environment has had a major impacbuwosinesses in
recent years, with more and more firms becomingafigaesponsible in
how they deal with increasing threats related ®odhvironment. These
threats have emanated because of degradation antheonment and
depleting natural resources, including global wagni Key
variables/issues include demand for and supply gséén” products,
global warming and greenhouse gas emissions, dikpafs waste,
recycling paper and landfills, deforestation angnatic changes, and
protecting the natural environment. Table 3 lig #ariables and issues
that are part of the ecological environment. Tourisisinesses have had
to redevelop and/or redesign their systems, presessd procedures to
become more pro-environment in their orientatioon§uimers in turn
have become more eco-friendly in their lifestylel amientation towards
tourism products. Eco-certifications have becone ribrm to identify
best practices in the tourism industry.

4.0 CONCLUSION

Having holistic understanding of the general enwment and the
associated issues that accrues from these envirdanwik enable you
comprehend the day to day challenges the hospitaiidl tourism firms
are constantly faced with. This environmental awass have helped
the hospitality and tourism firms to realign thstirategies in order to be
adequately prepared for external challenges.

5.0 SUMMARY

The general environment impacts the firms in iy aamprehending the
origins of these impacts in the general environnaatd corresponding
impacts on the task environment is essential.

6.0 SELF-ASSESSMENT EXERCISE

I Why do we need to analyze the external environment?

. How can we classify the external environment?

iii. How does the external environment influence thehalkty and
tourism firms?

7.0 REFERENCES/FURTHER READING
Okumus, F., Altinay, L., and Chathoth, K. P. (201@rategic

Management for Hospitality and Tourism, 1% ed. Burlington:
Elservier.
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1.0 INTRODUCTION

In the previous unit, we discussed the macro enunent, consisting of

the environment types and how these environmengstympact the
hospitality and tourism industry. This unit willvg us an understanding
of how firms are influenced by the more immediatéask environment.

2.0
At the

OBJECTIVES
end of this unit, you will be able to:

discuss the immediate or task environment

relate the Five Forces Model to the hospitality aodrism
industry

explain the dynamic of competition and strategmugs

explain environmental scanning and its applicati;m the
hospitality and tourism industry.
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3.0 MAIN CONTENT
3.1 The Immediate Business or Task environment

The immediate or task environment consists of e¢nets, competitors,
suppliers, and regulators (Dill 1958). These faumponents of the task
environment influence the firms in the industri¢¢ere industry is

defined as consisting of firms that offer similaogucts and services
that could be considered close substitute.

Customers or Buyers form an important component of the task
environment, comprising different groups with diffat needs, wants,
and buying power. Customer groups with similar seack defined as
part of a segment, and their buying behavior infags firms to position
their products and services accordingly. Based his, from tourism
business perspective, business and leisure travedend be considered
major customer groups, in which subsegments coelddfined. These
customer groups could be categorized based on psdpeo consume
various products and services (e.g., luxury versesnomy hotel
products and services), propensity to consume atdimkd versus
customized products and services (e.g., major holains versus
boutique hotels), and propensity to consume pradaiat! services based
on location (e.qg., airport hotels versus city hejtel

Competitors form an important element of the task environm@&ihe

positioning strategy of the firm defines with whanrcompetes within
the market segments. In the tourism industry, exesnpf competitor
hotel firms in a given market include Transcorptéhl Hotels and
Sharaton Hotels. The competitive dynamics in argivelustry depend
on the industry and the product life cycles.

Suppliers form an important component of the business or task
environment by supplying raw materials and finishgoducts and
goods to the firm, including the tourism indust@uality-related issues
come to the fore when suppliers are not able tavelelgoods and
finished products to the firm as agreed. The efffcaith which firms
connect with suppliers is of paramount importari¢bay are to respond
to customers’ needs and wants. In fact, firms ghoabuest frequent
feedback from suppliers on how prospective goods ramv materials
can be made available so future opportunities cartapped. This is
essential for firms to be able to sustain a corntipetadvantage in the
long term.

Regulators are an extension of the legal environment thapséties,
rules, and regulations so firms in a given econamyndustries are
engaged in healthy competition. Regulators setidhe for competing
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firms in markets through policies that ensure thate are no copyright
or patent infringements, that antitrust-relatediéssare not a problem,
that price fixing or other such issues do not givgair advantage of
firms, and that there are no infringement relatetles and other
regulations.

3.2 The Five Forces Model

Based on the competitive forces that emanate withm industry
environment, Porter (1979; 1980) developed the fiweces model
(Table 4), which can be summarized as follows:

Potential competitors

Competiveness among industry incumbents
Buyers influence

Supplier’s influence

Substitute products

These factors are assessed from the perspectivéhthatronger these
forces, the fiercer the competition in a given isitly and the more
difficult it is for firms to earn a profit.

Table 2 Porter Five Forces Model Characteristics
Task Environmental Forces Characteristics
Potential Competitors -This threat is high when industry

barrier to entry is low
-Established firms hold thejr
position and discourage firms from
entering their market through price
and margin reduction
-This threat is low when firms
have established best practices in
marketing, management,
production, and administration
High brand loyalty enables firms
to mitigate risk

Competitiveness among industry -This threat is high when the
incumbents industry growth rate has slowed
down

-It is low if the environment i
liberal, seen especially in growing
markets.
-Firms avoid direct competition in
mature markets

|14
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Buyers’ Influence -Is a threat when buyers’ buying
power and influence on the firm
are high.

-Buyers’ influence comes in the
form of price discounts, demand
for better quality and level of
service, especially after sale
services
-Buyers could switch to other
products and services quite easily
when switching costs are low.

Suppliers Influence -The threat from suppliers is high
when they can charge higher
prices for raw materials and
finished goods.
-Threat arises when few suppliers
can provide customized goods
with access to unique raw
materials, technology, and other
relevant resources
-Threat is high when suppliers can
control the quality and price of
raw materials.
-when the supplier has higher
influence, incumbent firms have
no choice but to accept or switch
suppliers, which is difficult when
only a few suppliers exist.

Substitute products -Fads, trends, and consumer
buying behavior influence markets
to pursue alternative products
-Substitute products are considered
when markets are exposed |to
threats.

3.3 The Dynamics of Competition and Strategic Groops

Competing firms engage in rivalrous actions in retsk where
customers have higher bargaining power. As firmmmete among
themselves for market share, they develop simiarénd differences in
terms of strategic posture and market orientattorms that are similar
in terms of strategy could be grouped based onaicerfirm

characteristics. Hatten and Schendel (1977) obdehig in the brewing
industry and the same phenomenon has been docuimentether
industries including restaurant and hotel industrie
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Firms that are part of a given strategic group areost the same in
terms of products and services, competing direatjginst each other.
These firms’ products and services are close gubestifor one another,
often part of the options that customers choose ngmduring
transactions. Since the competition among firmsaigiven group is
direct, firms often fight for a position in theseogps, including access
to resources and supplier/buyer contacts. It shdgdnoted that the
similarities amongst firms in a given strategicupdeads to differences
across groups as the firms in each group have reiftetraits and
behaviors. Firms need to consider their positiongioups based on
which companies they want to compete against basdtieir strategic
orientation in those markets.

For instance, in the hospitality industry, hoteke IHilton and Marriot
offer similar products in global markets based beirt positioning
strategy. These hotels that are part of strategiaghave similar firm
characteristics, including target markets, prodgtsice bundles, core
competencies, and the type of contractual arrangemsed as vehicles
of growth in global markets. A typical example dfasegic groups is
fast food restaurant firms like McDonald’'s and Barrdging that offer
similar products and services in global marketseylthave similar
positioning strategies, products and services,camipetencies required
to succeed in their product markets.

3.4 Environmental Scanning and the Hospitality/ Tourism
Firms

Firm’s managers constantly scan the environmenrkeiep abreast of
developments in the external environment. The m®ad constantly
keeping track of changes in the firm's externalienment to access
the trends that create opportunities or pose threathe firm is called
environmental scanning (Okumus, Altinay and Chath2010). As

earlier discussed, the trends in the general emwiemt impact a firm’'s
task environment. Owing to this, firm’s managersugt track down the
macro environment trends and their impact on thke éamvironment. The
effect of these forces on the firm needs to beh@urttracked to
determine how they impact the business.

Historically, environmental scanning was considettegl responsibility
of top management. The literature (e.g., Jogarataach Law, 2006)
refers to such managers as boundary spanners, wisiantly seek,
assimilate, and disseminate information so the iem process and use
it in its key decision-making frameworks. Whereaslsapproach would
work in a stable environment, given that firms angernationally
exposed in a global market, leading to an uncemaith dynamic firm
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environment, the need for managers at all levelheffirm’'s hierarchy
to scan for relevant information is extremely inpot. Moreover, the
type of information required by managers at differéevels varies,
giving rise to the notion that environment scannisgequired at all
levels of the firm’s hierarchy, including frontliremployees. Owing to
this, managers and employees at various levelbeofitm’s hierarchy
are required to be information seekers or boundpanners so they can
immediately spot and access trends and guide tim#fis in the value-
creation process. This notion is supported by habtyi researchers as
well (Okumus, 2004).

Many firms are aware of the importance of scanrbng) they do not

formalize activities related to scanning. Scanniaggely remains an
informal activity, which is seen in the case of pitaity and tourism

firms (Costa and Teare, 2000; Jogaratnam and L&06)2 Based on the
need to seek information, managers may use oreedimo approaches:
the outside-in approach or the inside-out approasigefined by Fahey
and Narayanan (1986) and supported Jogaratnam and2006). The

former approach is about scanning the environneseek information
about the various trends form a macro perspeciive. latter is more
about scanning the environment to seek specifiarinétion about the
trends to address a specific need or situation lthat been internally
defined.

4.0 CONCLUSION

We have discussed how firms are influence by themendiate or task
environment, with emphasis on the tourism and hakyi industry.

5.0 SUMMARY

The general and task environment impact the firmg as seen in the
tourism industry, and comprehending the origin ordes in the general
environment and the corresponding impacts on thle éavironment is
pertinent. Porter's five forces model as summarizedtable three
provides us with a clearer understanding of theness environment
and it immediate impact on firms, especially thepitality and tourism
industry.

6.0 SELF-ASSESSMENT EXERCISE
I What is the task environment and how does it imftigethe firm
. How can Porter’'s five forces be used to analyses élxternal

environment
Iii. Who should analyze the external environment and dftewn.

46



TSM 441 MODULE 2

7.0 REFERENCES/FURTHER READING

Costa, J. and Teare, R.( 2000). Developing anremviental scanning
process in the hotel sector. International Jounh&ontemporary
Hospitality Management, 12(3), 156-169

Dill, W.R. (1958). Environment as influence on mgeaal autonomy.
Administrative SciencQuarterly, 2, 409-443.

Fahey, L. and Narayanan, V. (198B)acro Environmental Analysis for
Srategic Management. St. Paul, MN: West Publishing

Hatten, K.J. and Schendel, D. E. (1977). Heterogensithin an
industry: firm conduct in the U.S. Brewing industtp52-71.
Journal of Industrial Economics, 26(20, 97-113.

Jogaratnam, G. and Law, R. (2006). Environmentan8ing and
information source utilization: Exploring the belavof Hong
Kong hotel and tourism executivedournal of Hospitality and
Tourism Research, 30(2), 170-190

Okumus, F. (2004). Potential challenges of emplgpyia formal
environmental scanning in  hospitality  organizations
International Journal of Hospitality Management, 23, 123-143

Okumus, F., Altinay, L., and Chathoth, K. P. (201@rategic

Management for Hospitality and Tourism, 1% ed. Burlington:
Elservier.

Porter, M. E. (1979). How competitive forces shapategy.Harvard
Business Review, March/April 1979.

Porter, M. E. (1980Competitive Strategy. New York: McGraw-Hill

47



TSM 441 STRATEGIC MANAGEMENT IN HOSPITALITY AND TOURISM

UNIT 2 THE ORGANIZATIONAL CONTEXT
CONTENTS

1.0 Introduction

2.0 Objectives

3.0 Main Content (Identifying Different Stakeholders)
3.1 Identifying different Stakeholders
3.2 Organization Functions
3.3 Resources and Core Competences
3.4 Influence of organizational structure

4.0 Conclusion

5.0 Summary

6.0 Self-Assessment Exercise

7.0 References/Further Reading

1.0 INTRODUCTION

In the presiding units, we discussed and explaimad to analyze the
external environment of the hospitality and tourisimganizations,
especially as it relates to task environment. The will give you an
understanding of the influence of an organizatianmternal environment
on strategy formation and implementation.

In particular, the importance of different staketesk in an organization
will be highlighted, and the organizational struetuincluding its
resources, core competencies and distinctive campets will be
discussed.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

identify different stakeholders

discuss organizational functions

explain what influences organizational structure

discuss the complexity of Hospitality and Tourismg&nizations'’
internal environment.

3.0 MAIN CONTENT

3.1 Identifying different Stakeholders

One of the main concerns of today’s hospitality atalrism
organization is how to manage the interest of wiffié stakeholder
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groups in its environment. If managers are to &etegically and plan
their actions, they must have some ideas aboutkeynplayers both in
the external environment in their organizationd adt and respond to
changes and challenges. Therefore, identifying aadalyzing
stakeholders’ needs, expectations, and predictsponses become
important.

Freeman (1984) defined a stakeholder as any groupdosidual who
can affect or is affected by the achievement afra’s objectives. When
attempting to meet the needs of these groups, ged o answer three
general questions about stakeholders:

o Who are they? (This question concerns their atteg

) What do they want? (This question concerns thalsgn

o How are to going to try to get it? (This questiancerns their
means.)

These are many answers to the questions “Who ay@'tihese include
the customers, shareholders, employees, supplibaskers and
community or pressure groups such as environmegtalps or
employee unions. These key actors affect the giat#irection of any
hospitality and tourism organization, and they n@ontrol critical

resources with varying interests and may attraetattention of senior
executives.

In response to “What do they want? ,” we can garaeramerous lists of
their interests. Each of the presiding groups mayeh different
expectations. For example, the ultimate interestsbéreholders is
economic welfare. The sustainable growth of anyaoization will
depend on creating value for its owners. If no gakigenerated for the
owner, then the organization will not be able tova. It is however,
worth noting that an organization’s ability to affeeturn on the
shareholders-owners’ investment depends on thelityatb meet the
expectations of other stakeholder groups.

Finally, answers to the question “How are they gdio try to get it?”

require careful analysis of different stakeholderups’ influence on the
organization their means to achieve their needs expgectations.
Shareholders monitor the activities of the orgaiora exert power and
influence on top executives, and/or withhold thewflof the firm’s

resources. Customers, community, and pressure groopld boycott
the products and services in order to force thammgation in a certain
direction. Employees could go on strike or lobby itdluence the
manager.
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It is therefore critical that organizations undanst and always keep in
mind the stakeholders/shareholders influence.

3.2 Organizational Functions

Organizational functions influence an organizatsoability to respond
to the changes in the dynamic external environm&hey can be
divided into four main areas:

1. The operations deal with the day-to-day operatminthe system
in order to ensure that the organization has therogpiate
systems and procedures in place and delivers ¢ensiguality of
service and products.

2. The marketing function deals with the managememteniand by
developing and implementing appropriate pricingiqges and
running marketing campaigns and programmes throagtous
channels, including television, magazines, andrternet.

3. The human recourses function carries out a cricallysis of
how human assets of an organization add value ® th
organization and contribute to sustainable competadvantage.
The human resources functions responds to the eawlo
selection and recruitment issues and addressesiébds and
wants of the employees by monitoring pay and reveystems,
training, and empowerment policies.

4, The finance function is concerned with identifyitige main
sources of funding and financing the operations ai
organization in cost-effective way. This functioariges out a
systematic analysis of how different financial i@s@s add value
and contribute to competitive advantage.

When carrying out an internal analysis of an hadipyt and tourism
organization, it should be essential to analyzehdaactional area to
identify strengths and weaknesses. In some cadesngts and
weaknesses may result in a combination of factonerging from
different functional areas rather than one fundlarea.

3.3 Resources and Core Competence, and Distinctive
Competences

Hospitality and tourism organizations should fidgntify their tangible
and intangible resources. Tangible assets of amnargtion can be seen
in the form of plants, equipment, and/or land. Thalding itself is a
good example of a tangible asset for a hotel complatangible assets
are associated with the company knowhow and skifl. sSThey have no
physical presence but present real benefit to tlgamozation. They
include reputation and brand, product reputationd abrand,
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employee/leadership skills/experience and knowhmture, networks,
databases, supplier knowhow, distribution knowhpublic knowledge,
contracts, intellectual property rights, and traderets.

Core capabilities and distinctive competencies lawdt on tangible
(what the company has) and intangible (what the pgomy can do)
assets. Core capabilities refer to those areas ahahospitality and
tourism company does exceedingly well, whereas,tindtsve

competencies refer to those areas and activitigsah hospitality and
tourism company excels at and is better than immpatitors (Wheelen
and Hunger, 2006). Core capabilities are the masital and most
distinctive assets an organization possesses, laeyl dre the most
difficult to copy when effectively linked with apmoriate strategic
targets in a value chain that begins and ends waimpany’'s key
stakeholders (Brownwell, 2008).

Therefore hospitality and tourism organization stlamalgamate their
core competencies, including their special knowgdgkills, technical
knowhow, that distinguish them from others with ibess processes
that they use to deliver information in the form mbducts, services,
other results. In essence, the kind and degreeoofdmated and
leveraged skills and assets of an organizationlead to developing
core capabilities and, eventually, distinctive cetencies.

3.4 The Influence of Organisational Structure

Organizational structure can be defined as thedioation of workflow
and communication, and management of authoritytioglships in an
organization (Altinay and Altinay, 2004). It is atwal antecedence to
decision making. This is concerned with where tleeisilon-making
power lies, who makes the decisions, and how dew@siare made.
Organizational structure influences the way tagksties, activities,
coordination, communication, and resource allocafwocedures are
organized.

Several types of organizational structures canees $n the hospitality
and tourism organizations, which can include fuor,
multidivisional, and matrix:

1. A functional structure can be defined as the comtidn
activities undertaken by an organization, such perations,
marketing, human resources, and finance. The regubiies of
an organization are divided in this type of struetaccording to
the organization’s primary roles. For example, isnaall hotel,
there may be several functional departments tlwdude the front
office, food and beverage, security, marketing, &nmesources
management, finance and security.
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2. A multidivisional structure refers to having separalivisions
based on products, services, and geographical.dveaer each
division or geographical region are functional aresuch as
operations, marketing, human resources, and finartew
example, some hotel groups structure their orgéoiza based
on brands or geographical region, such as Westa@fDivision,
Europe Division, Middle East Division, etc.

3. In a matrix structure, functional departments sashmarketing,
human resources management, finance, research,
development are assigned to work with one or mooelyct or
geographic business units. For example, large lgrtaips such
as Marriott Hotels and Resorts and InterContineHtatels and
Resorts have this matrix organizational structusehere
functional departments and specific business wuviik together,
and there are multiple reporting lines.

Certainly, each type of organizational structure ia advantages and

disadvantages in developing and implementing gjiede For example,
in the functional organizational structure, it wdbube easy to make
decisions, communicate with subordinates, and kjosentrol the
processes and outcomes.

4.0 CONCLUSION

This unit explained and gave us insights into ttternal environment of
an organization, with an understanding of the itgue of
organizational variables for it to function wellhi$ unit identifies that
organizational structure and culture, amongst sthare important
factors that influence both strategy formation andlementation.

5.0 SUMMARY

We have learned that an organization’s environmamnprises of
different important factors that have influence amd bearing of its
functions. It is therefore easy for you to underdtaand identify
hospitality and tourism company’s stakeholdersgitale and intangible
assets, core competencies, and their distinctivgetencies.
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6.0 SELF-ASSESSMENT EXERCISE

I What are the factors in an organization’s that hiafi@ence on
and bearing on its functioning?

i. How important are these factors for an Hospitadity Tourism
organization?
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1.0 INTRODUCTION

This unit will give you in-depth account of busiedsvel strategies that
are critical for a firm’s success in its productvsee market domains. It
provides detailed account of what constitutes gaichtegy and
describes positioning and generic strategies aanl thles in creating
sustainable competitive advantage.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

) define competitive strategy

o explain positioning and generic business strategestheir role
in a firm’s value-creation process

) assess business-level strategy in hospitality amasim firms.

3.0 MAIN CONTENT

3.1 The Parameters of Competitive Strategy

Competitive strategies define a firm’'s position ielation to its
competitors in a given market. These strategieblerafirm to develop
its market position while being able to create st@nable competitive
advantage. In other words, by implementing comipetistrategies that
defend or extend their market position, firms adeao add value to
their bottom line in terms of return on investmdntfact, Porter (1980)
points out that a firm influences an industry'sattiveness as well as
its competitive position. While the attractiveness the industry is
important if the firms are to create and sustailueaaddition, s firm
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may not be able to sustain value creation if itad®s a poor competitive
position.

A competitive advantage is defined as the aboveageeprofits a firm
Is able to generate from its business operationsnwdompared to its
competition or competitive set. A competitive seters to all of the
firms in a given market/segment that compete dyeagainst one
another. To be able to sustain a competitive adgmtfirms need to
ensure that resources and capabilities are in pladehat strategies are
well defined so as to establish a link among resesiand capabilities
and strategies.

Hence, how do firms create competitive strategy@ @hswer to this
guestion lies in the ability of the firm to seris market with the same
products and services that competition does, bulower cost. An

advantage could be created if the firm is able rtuviple products and
services to the market that are superior to thepetition.

3.2 What is the Basis of a Good Strategy?

Before positioning strategies are explored in diethiis essential to
discuss what constitutes a good strategy. Accortbngorter (1996), a
good strategy has to do with the uniqueness time ir able to create
through a course of action, and “the essence afegly is choosing to
perform activities differently than rival do” (p4% Strategy is not action
perse; neither is it a mission, a vision statemaat, a goal. Strategy
enables a firm to become unique in terms of thetipasit occupies in
the market. A good strategy should be accomparnjeziddear definition
of the industry and the products and servicesatn, fstrategy enables a
firm to make the right decisions regarding the chsipertaining to the
course of action.

Porter (1996) points out that managers often cenfogganizational
effectiveness with strategy. Best practices maynegessarily carve out
a unique position for the business, as they anéyeastable in the short
to medium term. For instance, in the hotel businesanagers often
introduce actions that lead to operational improeets, which they
mistake for uniqueness at the business unit léatlbducing a system
to improve guest service at the front desk of &lhstnot a strategy.

The firm’s strategy is developed on market infoioatind analysis. An
inside-in approach is based on developing strapeggominantly using
a market perspective in terms of tapping opporiesit The firm’'s
resources and competencies are altered based m@mntcand emerging
opportunities. On the contrary, an inside-out appho is about
developing strategy based on the firm's resourcegabilities, and
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competencies, while tapping opportunities baseditenstrengths. A

good strategy is one that uses a combination oftwte approaches,

while leaning more toward an inside-out approachceé&strategy needs
to be continuous, the very formulation of stratsgpuld be based on a
long term approach. For this to happen, accordn@handler (1962), a
firm needs to clearly define its long-term goalsl abjectives and how
it would attain them through predefined courseaaifon and resources
allocation decisions.

3.3 Positioning and Generic Strategies

Positioning pertains to the market position thammé aim to create.
Porter (1996) describes strategic positioning asséd on customers’
needs, customer’s accessibility, or a variety ahpany’s products and
services” (p.66). He conceptualizes positioningb® driven by three
factors: Variety-based, needs-based, and access;bagh the overall
objective of “carving out a nitch.”

How do the three types of positioning differ? Aatiog to Porter
(1996), variety-based positioning relates to thedpcts and services a
firm is able to produce based on distinctive corapeies and activities.
The uniqueness related to products and serviceadgsd on what the
firm can produce rather than the segment of the&ketair targets. This is
seen in the case of ethnic restaurants set up lepriag chefs. Such
restaurants are developed based on the competeridies proprietors,
which have unique brand value and appeal. On therdtand, needs-
based positioning is about targeting customer gsob@sed on their
needs. In this case, the company’s products amitesrare produced to
meet the specific needs of customer groups in @gmarket segment.
Access-based positioning is based on market segti@ntin order to
identify customers who could be accessed diffeyerticcording to
Porter (1996), reaching customers is the essenctigfpositioning
strategy, with firms differentiating themselvesaustomer geography or
customer scale. For instance, motels such as Ferfude access-based
positioning to take their product to the market.eifhproducts are
located only on major high way in France and otteamtries in Europe
and the outskirts of metros.

3.4 Generic Strategies

Business-level strategies are referred to as ges@nategies, as firms
based in any industry, regardless of the produot$ services they
process and the product-markets they serve aretabbeirsue them.
They consist of cost leadership, differentiatiomd docus. Porter (1980,
1985) derived these types that are closely linke@ framework that
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uses customer needs, customer groups, and diggncompetencies
developed by Abell (1980).

The following are three generic level strategiegettegped by Porter:

1. Cost leadership strategy: Firms derive this strategy by
maintaining a low cost position. Low cost referstie overall
cost of producing products and services when coeapdpb
competing firms in the same market. If a firm i<cessful in
achieving lower costs as compared to competitiorer o
sustained period, it is said to have a competdieantage. To be
able to achieve a lower cost position, firms woundged to target
the products and services to customer groups wifactive of
achieving volume sales so the marginal costs blate
production could be reduced through the econonfissale. For
instance, many firms have used technological smistito
manage costs, a case in point being Aero contratidines,
where passengers who book ahead of time enjoy @0&6
discounts, resulting to high sales of seats prmrst¢heduled
flights, compared to other competitors.

2. Differentiation strategy: This strategy stems from a firms
objective of providing unique products and servides its
customers as compared to competition. The competiti
advantage is achieved when firms are able to cordmagmium
prices or sell more of a product at a given pricmpared to the
competition. Moreover, buyer loyalty enables a fitonsustain
the advantage during periods of downturn. Port&8%) states
that differentiator firms are able to “gain equisa benefit such
as greater buyer loyalty during cyclical or seasawavnturns”
(p.120), which applies to the hotel industry. Firsugh as Hilton
offer luxury products with the objective of differtgating their
offerings from competition.

3. Focus strategy: This strategy is narrow in scope in terms of the
market segment and the product-service offeringse Tirm
targets a market segment with the sole objectiveeofing only
that particular segment. Note that competitive athge is
derived only from targeting the segment. The firnther
develops a cost advantage or it can differentiatdfi Therefore,
focus strategy are of two types: cost focus andemintiation
focus. Cost focus pertains to seeking a cost adgentin the
target market segments. Firms with such an approaeh
typically narrow in their cost focus. Many standsao low-end,
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guest houses economy and small hotels would fadl this
category.

On the other hand, differentiation focus is aboiffeckentiating the

firm’s products and services in the target markegnsents. The
difference between overall cost leadership/diffeegion and

cost/differentiation focus strategies is that ia ttase of the former, the
firm tries to achieve marketwide cost leadership ddfferencaition,

whereas in the latter, the strategy is limited orythe target market
segment.

4.0 CONCLUSION

This unit provides us with a review of businesselestrategy which
includes examining positioning and competitive teigges and how they
can form an essential part of creating and susigird competitive
advantage.

5.0 SUMMARY

This unit highlights the fact that in business lev&rategies,
sustainability of a competitive advantage form theckbone of how
firms are able to add value to the firm throughinkdge between its
resources and capabilities, and its strategies.

6.0 SELF ASSESSMENT EXERCISE
I What is competitive advantage?
. Differentiate between Positioning and Generic $tyegs.

iii. How are overall cost leadership and differentiat&trategies
different from cost focus and differentiation fogigategies?
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CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Corporate Strategy
3.2 The Portfolio Approach
3.3 Corporate Strategy and Adding Value
3.4  The Core Competence Approach
4.0 Conclusion
6.0 Summary
6.0  Self-Assessment Exercise
7.0  References/Further Reading

1.0 INTRODUCTION

This unit introduces corporate strategy and itsnmalements in the
Hospitality and Tourism organizations. It discusdesw different
corporate strategies could add value to organiastid/e shall reflect on
different approaches to corporate strategies-ngmpbyrtfolio and
competence approach.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

o understand corporate strategy and identify its caience
o evaluate and identify different approaches to cagostrategy
development.

3.0 MAIN CONTENT
3.1 Corporate Strategy

Corporate strategy is a firm’'s overall approactg&ining competitive
advantage by operating in several businesses sinagdusly. Gaining a
competitive advantage requires setting a clear qaapgfor the entire
organization and identifying plans and actions ¢bieve that purpose.
At the corporate and headquarter level, Hospitabityd Tourism
organizations need to constantly ask themselves lsiness they are
in, what business they should be in, what theiicbdsections are for
the future, and what their attitude towards thernmational market is.
For example, during its early years, Holiday Inpigpose was to meet
an unmet customer need: a gap in the market forlitgua
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accommodations through developing the Holiday Inant in United
States. The purpose became broader concept thhidéac hotel
properties, international customers, and employegside of domestic
boundaries.

Later, the decision to expand overseas was madedyquarters, and it
was also decided that the company would adoptegfies that were
shaped by its home country culture. Holiday Innteetstandard for the
rest of the world. This system gave people the dppdy to build their
business and to achieve great success with hark vaod self
improvement. Holiday Inn was later acquired and ngart of
Intercontinental Hotels and Resorts.

Developing competitive strategy requires flexilyilin terms of being
able to reallocate resources quickly and smoothioray different
business units in response to changing market tondi The next
section discusses different corporate strategigdagmed by large hotel
and tourism organizations.

3.2 The Portfolio Analysis

In today’s world, the majority of Hospitality andiirism organizations
offer more than one product or service, and mamyesmore than one
customer group. For example, Easy Jet, a budgetfritioairline
company in Europe, not only carries passengers dsgtwdifferent
destinations in Europe but also rent cars, runglfi@nd cruises, and
manages cinemas. There are very good strategiongafr this:
Relying solely on one activity would expose theamgation to the risk
of a potential downturn in an area of operatiorasyEJet would still run
its operations if for any reason one of its prodwtd services fails or if
its customers go elsewhere.

One of the most popular aids to developing a cefgostrategy that
addresses issues in a multibusiness Hotel and Srousrganization is

portfolio analysis. Portfolio analysis puts themnate headquarters into
the role of an internal auditor. In portfolio ansig; top management
views its products lines and business units asiassef investments that
will have a return. In the case of Easy Jet, thefadxecutive officers of

the company view airlines, hotels, cruise busineas,rentals, cinemas
as separate business units, and they evaluatetiima and contribution

of each business line to the overall organizatiggésformance with a

view to adding value.
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3.3 Corporate Strategy and Adding Value

Large organizations that operate in highly dynamed competitive
markets face different types of pressure ( Conkhigt, DeNisi, and
Ireland, 2007):

Pressure to reduce costs

Pressure to increase revenue

Pressure to increase market share

Pressure to be responsive to the market in whiep diperate
Pressure to innovate and stay relevant

Pressure to satisfy shareholders and stakeholders

Pressure to transfer information, Knowledge, anohmetencies
among business units and functional areas. (p. 564)

NookrwpnE

In order to respond to some of these pressurege lBospitality and
Tourism organizations need to pursue a low-cosatejly at a
convenient location where they can benefit fromnecoies of scale.
Large Hospitality and Tourism organization may aised to adapt their
product and service offerings to the conditionadadl markets in order
to be able to accommodate the differences betweskets. Being able
to strike a balance between these competing den@andbe seen as a
competitive advantage that adds value to the orgéions portfolio.
The intent is to create and maintain synergy amalhdpusiness units
and functional areas so the whole organization aatectively work
together to achieve the corporate goals.

Ghoshal and Barlett (1990) presented frequentlyd uggology to

describe the multinational corporate strategy tBatompasses the
preceding competing demands. They identified foamnstrategies for
the multinational corporations: international, nddimestic, global, and
transnational. Table 6 outlines the key charadiesi®f these strategies.
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Table 3: Multinational Corporation

MODULE 2

Organization Strategy Specifications

International

-It is a coordinated federation of logal
companies controlled by a corporate
team

-The attitude of the parent company
tends to be parochial, fostered py
superior knowhow at the centre.
-Its competitive strength relies on its
ability to transfer knowledge and
expertise to overseas environments
that are less advanced

Multinational or Multidomestic

-It is a decentralized federation of
local companies linked by a web (of
personal controls.
-Expatriates form home country
organization occupied key positions
-Its strength lay in high degree pf
local responsiveness.

Global

-The firm makes standardized
products and services.
-It is often centralized

-Control of strategic decisions,
resources, and information is tight.
-Its strengths are efficiencies of sca
and cost advantages.

e

Transnational

-t is made up of a network of
specialized or differentiated units.
-Attention is paid to managing
integrative  links among local
companies as well as with the centre.
-The subsidiary is a distinctive asset
rather than simply an arm of the
parent company.

-Both manufacturing and technology
development are located wherever it
makes sense, but there is an explicit
focus on encouraging local knowhaw
in order to exploit worldwide
opportunities.

-This  organizational form hags
undoubtedly been held up as possiFIy

the “ideal” organizational structural
form.

Source: Adapted from Ghoshal and Bartlett (1990).
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3.4 The Core Competence approach

Core competencies arealuable, rare, inimitable, nonsubstitutable
resources of an organization that give them a ctitiygeedge in the
market. The embedded skills, processes, shadowiaedemnal systems,
and culture of an organization that give rise te tiext generation of
competitive products are examples of core competsné rival might
acquire some of the elements that comprise the corgetence, but it
will find it more difficult to duplicate the morerdess comprehensive
pattern of internal coordination and learning.

At least three tests can be applied to identifyecoompetencies in a
large Hospitality and Tourism organization. Firat,core competence
provides potential access to a wide variety of mekSecond, a core
competence should make a significant contributionthe perceived
customer benefits. Third, a core competence shbeldifficult for
competitors to imitate. In the past, corporationsld simply points its
business units at particular product markets arwbrine world leaders.
However, with market boundaries changing ever napnekly, targets
are temporary and elusive. In today’s dynamic wdhe critical task for
management is creating product and services thetbiciers need but
have not been imagined or experienced yet. Thisleseptively a
difficult task. Ultimately, it requires radical chge in the management
of major companies. In particular, it requires tognagement to oversee
the management of core competencies.

4.0 CONCLUSION

In this unit, we have come to realize that corpoitategy is a firm'’s
approach to gaining a competitive advantage by aipey in several
businesses simultaneously.

5.0 SUMMARY

This unit highlights what corporate strategy isdats importance in
hospitality and tourism organizations. It furthesflects briefly on
different approaches to corporate strategy namelgrtfolio and
competence approaches.

6.0 SELF-ASSESSMENT EXERCISE
I What is corporate strategy, and why do large HaBpitand
Tourism corporations need corporate strategy.

. What is portfolio analysis, and how does it diffarate
businesses under large corporation.
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1.0 INTRODUCTION

In the presiding unit, we discuss the extent to clwhtourism and
hospitality organizations should seek to developamte arrangements
when developing strategies.

This unit covers various motivations for enteringoi a corporative
venture (Network-level strategies) and introdudes &dvantages and
disadvantages of strategic alliances. It highlightierent forms of the
most popular alliances-namely, franchising, managenctontracting,
and joint ventures in the hospitality and tourismustry.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o identify and discuss different motivations for fong strategic
alliances

) discuss the advantages and disadvantages of stratiégnces

o briefly explain the concepts of Management coningct

Franchising and Joint ventures as it relates tqiteddy and
tourism firms.

3.0 MAIN CONTENT

3.1 Strategic Alliances

The termstrategic alliance is often defined as an agreement between
two or more partners to share resources and kngelédat could be
beneficial to all parties involved (Chathoth, antséd, 2003). These
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strategic alliances can be as simple as two corapasiaring their
technology or marketing resources in order to dgvelroducts jointly
and market and promote collaboratively. This is@procal relationship
in which each partner brings certain strength, ipgolof resources,
investments, and risks for mutual gain. In conjrdsty can be highly
complex, involving many companies located in diéfg@rcountries.
Strategic alliance can allow an exchange of taegitsisets or intangible
capabilities of the firms such as knowledge, skiflsancial capital,
technical capabilities, managerial capabilitiesd aosther intangible
assets such as firm reputation. Less resource-exdlawganizations
may desire to learn new technical and managerloéties, whereas,
more resource-endowed organizations want to gaiowladge of
markets and build relationships to provide accesdifferent markets.
Strategic alliances are also intended to maximiaeket coverage, while
also achieving economies of scale and scope andniming capital
investment.

Hospitality and Tourism firms involved in strategaliances seek to
achieve organizational objectives more successfulligrough
collaboration rather than competition. This resuftsvarious mutual
benefits. These include higher return on equityitebereturn on
investment, and higher success rates.

Despite having numerous benefits, strategic alkarmiso have various
drawbacks. Alliances provide opportunities to leaew skills and core
competencies, but at the same time, alliancesecthatpotential danger
of transforming a partner into a competitor.

3.2 Franchising

Originating from the United States, franchising egeel as a powerful
way of facilitating the growth of hospitality orgaations. Franchising
gives hospitality and tourism industries and orgations an opportunity
to form an alliance with partners in different coynmarkets (Lashley
and Morrison, 2000). Therefore, from a businesspestive, it involves
less risk than some other means of expansion, lyad&ect investment.
Grant (1985) definetusiness format franchising as follows:

The granting of a license for a predetermined financial return by a
franchising company (franchisor) to its franchisees, entitling them to
make use of a complete business package, including training, support,
and the corporate name, thus enabling them to operate their own
businesses to exactly the same standards and format as the other unitsin
the franchised chain. (p.5)

67



TSM 441 STRATEGIC MANAGEMENT IN HOSPITALITY AND TOURISM

Franchising can take various forms, but typicaityinvolves satellite

enterprises (run by the franchisee) operating utigertrade name and
business format of a larger organization (franafligo exchange for a
continuing fee. Hotel franchising come in many fernbut he basic
premise is that the owner remains in control of m@hagement and
property but has the advantages of a large cha@rms of brand name
and marketing outreach. The franchisee sets uprtigr own business,
operating along the lines specified by the frammhend trading in the
product or service previously market tested byftaechisor.

Franchising has been well appreciated and welcotmedhe hotel
industry as well as the fast food chains. Hotelrclsae franchising as a
form of development strategy, and this is expedtedbe one of the
fastest-growing vehicles for expansion, especiallythe international
arena. It is particularly attractive for internaitéd expansion because it
requires substantially less capital than ownerdhgr. example, KFC, a
popular food chain in the UK and USA are now présemany cities in
Nigeria, with the same brand name, being managdcahghisees.

3.3 Management Contracts

Management contracts can be defined as the manageofieone
company by another, and often, but not always pileeare in different
countries. A firm with an established reputation b@ing an excellent
manager will grow by contracting to manage propserfor an owner in
return for a fee. In the hospitality industry, mgement contracts have
been recognized as one of the quickest forms cdiresipn strategy with
minimal risk (Eyster, 1988). In essence, the ratienbehind a
management contract involves a three-concernedgemaent in which
one company (the operator) agrees with anotherdieer) to set up a
third (the contract venture) to bring together diperator’s expertise and
the owner’s capital (Eyster, 1993).

Management contract agreements are favored in niaeynational
settings by international hotel chains such asoHind Intercontinental
Hotels that have internationally recognized braamis a successful track
record of hotel management expertise. The managecoaitract allow
for a separation of ownership and operations. \8liith an arrangement,
the owners act as investors who allow someone telsmanage the

property.

Hospitality and tourism organization usually choos®nagement
contracts because it is a good opportunity to ggaenore revenue with
less risk out of knowledge acquired at great expehtere are some
other reasons why an operator might choose to erttee management
contract:
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o The operator’s expertise is sellable.

o The operator has spare resources, such as mandgemen
knowhow, and equipment

o There is a viable new business that offers low-nisicket entry

o It allows the operator to control the standardepdrations

. The contract can bring additional business in thie ®f other

goods and services.
3.4 Joint Ventures

A joint venture can be defined as the participataintwo or more
companies in an enterprise in which each partyritaries assets, owns
the entity to some degree, and shares the riskel@and Leung, 2005,
Magnini, 2008). The alliance may be one of equalneas or on where
one party is stronger than the other because akeswurces or expertise
it possesses. Companies enter into joint venturtng@ahips because
they reduce the risk of failure by sharing the learavith a partner, gain
rapid market access, and internationally they cavehan increase in
company and product acceptance by having a logal $erving as the
direct interface with the customer.

Joint venture may permit better relationships wattal government and
organizations such as labour unions (Magnini, 20@3vernment-
related reasons can be the major rationale fort jegmtures in less
developed countries, particularly if the local partis the government
itself or if the local partner is politically infential. The new venture
may be eligible for task incentives, grants, andegoment support.
However, the key to a joint venture is the shaohgommon business
objectives.

In selecting partners, companies must pay attentorthe cultural
capability of partner. For example, in the casexganding into Indian
and Chinese market, if you do not have market kadge, joint venture
partnership with local partner can be a viable mpin order to make
presence in these markets. However, one needsytatfEntion to the
cultural differences, including the educationalkgaounds and cultural
values and how these can be managed between thensar

4.0 CONCLUSION

This unit presented us with analysis of differgmiets of network-level
strategies, including strategic alliances, franadgis management
contracts, and joint ventures. The unit gave usglmns to the merits and
demerits of alliances between organizations, eaffgdhe hospitality
and tourism industry.
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5.0 SUMMARY

In this unit, we discover that the highly compettiand volatile nature
of today’s global environment motivates organizasid®o seek alliances
with other partners. This evident in many largepmadity and tourism
organizations as discussed in this unit.

6.0 SELF-ASSESSMENT EXERCISE

I What are the reasons for forming Strategic alliafice

. Discuss the benefits of franchising

iii. Discuss management contract, joint venture and texefits in
forming partnership.
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1.0 INTRODUCTION

This unit discusses how strategy formulation anghl@mentation is
viewed by different schools of thought or approacire the strategic
management field. We shall evaluate each view dfet suggestions
for developing and implementing strategies.

2.0

OBJECTIVES

At the end of this unit, you should be able to:

define strategy formation: strategy formulation and
implementation

discuss the evaluation of different approaches t@tegy
formation.
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3.0 MAIN CONTENT

3.0 Strategy Formation-Strategy Formulation and
Implementation

Strategy formulation involves understanding the arhying bases that
guide future strategy, generating strategic optitorsevaluation and
selecting the best options among them (Okumush#&jtiand Chathoth,
2010). Strategic implementation addresses the issudéormulated

strategy into action or practice with limited timend resources
(Alexander, 1991). Although strategy formulationdamplementation

are defined separately and perceived as sepamds, an recent years,
strategy formulation and implementation have beeansas whole
process rather than separate activities. Theretaseerecommended that
they should not be defined alone or separated &aoh other (Okumus,
2003). In other words, the four main elements a@tegic management-
strategy analysis, strategy formulation, strategplementation, and
strategy control-are not mutually exclusive; in tfaghey are

interdependent and dynamic. Therefore, the terategjy formation is

used here to refer to both strategy formulation mmglementation as a
single unit (Mintzberg et al.,, 1998). Each schoal the process of
strategy formation are reviewed and evaluatederfé¢Howing sections.

3.1 The Planning Approach

The planning approach is the oldest and the mdisteintial approach in
the strategic management field (Whittington, 200Ihis approach
views strategy formation as the outcome of seqaknplanned, and
deliberate procedures. According to these viewategic planning
consist of four separate elements: analysis, glydt@mulation, strategy
implementation, and control monitoring. This apmtoagives more
emphasis to the formal analysis of the issues ih ftiwe external and
internal environments.

Developing strategies or strategic decisions byofahg strategic
planning principles and utilizing PESTE analysigrtBr's Industrial
Structure Analysis, and SWOT analysis are constlepgsimary
responsibilities of corporate offices, senior exe@s, or specialised
departments such as strategic planning departnmesdrporate strategic
planning office.

Strategies and strategic decisions are developesehior executives,
and apart from minor modifications, these execstisaould not deal
with implementation part. The role of middle managend supervisor is
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to implement the developed strategies. This apprdacher advocate
well specified plans with clear objectives, timéésh budgets, and
resource allocations, clear lines of responsibilitpited participation in
strategy development, and minimum discretion fot lalvels of

implementers. Finally, profit maximization, costttoog, high market
share, and other tangible outcomes are the ultimmes of strategic
formation process.

3.2 The Learning or Emergent Approach

The learning approach does not see strategy fasmadis a neat,
sequential, and rational process. This school ofight suggest that
strategies often emerge from the pragmatic prookssal and error and
that they are often developed and executed in emnmental, trial-and
error way, mainly by middle managers, and thatstngtegy formulation
and implementation stages often overlap ( Mitzb&g§4).

Mitzberg and colleaques (1998) describe this ambr@es “crafting” or
“emergent” strategy and state that successful carapasuch as Honda
achieved their position without going through thegess of analysis,
formulation, and implementation for which the plamn approach
implies. When we analyze how the Southwest Airlirstarted and
became one of the most successful airlines in thi#ed States, it is
evident that the company did not achieve this ssgterough strategic
planning but instead by responding to emergingeissa an incremental
way and learning from their experiences.

This approach values the significance of powerritistion, politics, and
organizational culture in the strategy formationgass. Having rational,
mainly financial, objectives may not always be fpicat, as companies
often need to consider intangible aspects of teeqss such as internal
politics and culture (Whittington, 2001). This iedause organizations
are often political entities, comprised of shiftiogalitions and powerful
internal and external interest groups who may lerdlicting demands
and objectives (Mintzberg et al., 1998). Therefdteis not always
straightford to develop and implement strategiethout considering
internal politics and power structures.

3.3 The Contingency Approach

The contingency school of thought suggests thatessful strategies are
not developed and implemented by a simple or sisgkeof factors.
Instead, their successes depend on many factotkeinnternal and
external environments of the company. This approeas developed as
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a reaction to the idea of “one best way managein&ucording to

Child (1984), the contingency view relates to tlesign of an effective
organization that must cope with the contingenaésertain factors
such as environment, technology, resources, peopleother elements
in a situation in which the firm operates. In othetwords, the

effectiveness of strategy formation process depamd$iow multiple

factors interact in a situation, and there may liféerént ways to

approach the same issue, depending on the situation

Berman (1980) suggest that strategies can be damig more

effectively if they are chosen to match the sitmatiespecially the extent
of agreement about the strategy, the degree otitg@and coordination
of the strategy formation process, and the stgtubimplexity of the

environment and the organization. Put another vihg, process of
strategy formation cannot be uniform for all sitaas, invariable or

over time and homogeneous across organizationalsieand therefore
executives and managers should find suitable wayks savitch them

when necessary to deploy their strategies sucdbssfu

3.4 The Configurational Approach

Attempts were made to combine all the previousegia management
schools of thought into one single perspective,cWwhis called the
configurational view (Mintzberg et al.,, 1998). Itaw intended to
eliminate the disadvanges of the previous apprsaahd offer a holistic
view. The main difference between the contingenewwsuggests “it all
depends on the situation in the strategy formdtiomhearas the
configurational view is concerned with “combiningl grevious
approaches together.” Mintzberg and colleagues §l%ated the
following:

The process of strategy making can be one of camglegesigning or
formal planning, systematic analysing or leadershipsioning,
cooperative learning or competitive politickingcésing on individual
cognition, collective socialisation, or simple resige to the forces of
the environment; but each must be found at its tiva and in its own
context. In order words, the schools of thoughtstmategy formation
themselves represent particular configurations.. (b-306).
Therefore, in order to develop and implement stiae a number of
certain factors should fit together and a comprsiven strategy
formulation and implementation frameworks neededatalyse and
evaluate the fit and interactions among the ketofac
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3.5 The Complexity Approach

This approach suggest that organizations are agagpyistems that take
the form of nonlinear negative and positive fee#daops that connect
the individuals, groups, functions, and processean organization to
one another, and connect an organization to otlgstems in the
environment (Theys, 1998). Due to these nonlineadtback loops, any
small change or development, both within and oets$itt organization,
can have significant and unexpected implicationsthe firm; this is
often entitled the “butter fly effect” (Stacy, 1993n terms of strategy
formation, this means that managers need to ideatid evaluate the
emerging patterns continuously within and outside tompany and
then develop and implement strategies rapidly.daitaon, they need to
consider the implications of the strategy formagwacess, not just for a
specific part of the company but also for otherctional areas as well
as customers, competitors, and other stakehol@dasg, 1996).

Contrary to the previous approaches, this view doasrecommend
having definite aims and objectives for the longriduture. Instead, it
Is suggested that managers need to understandiagzabnd interpret
the complexity and dynamics of the situation a®@agoing process and
respond to emerging patterns rapidly if they ardeosuccessful. This
may require continuous modification of company’ssiom, goals,

objectives, structure, and culture to incorporae mnd relevant values
and norms (Glass, 1996; Stacey, 1996)

4.0 CONCLUSION

The key theme that emerged from this unit is tiiadanools of thought
in the strategic management field indicate and erspk the need for
critical consideration and the use of multiple esswand factors when
developing and implementing strategies.

5.0 SUMMARY

This unit reviewed different schools of thought the strategic
management field. Understanding the propositionthese approaches
is important in order to be able to comprehend amalyze the current
thinking on strategy development and implementaimthe hospitality
and tourism organizations.
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6.0 SELF-ASSESSMENT EXERCISE

I Explain Strategy Formation, Formulation and Implatagon
. Evaluate main propositions of each school of thouglstrategy
formation
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UNIT 2 STRATEGY IMPLEMENTATION AND
CHANGE
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1.0 INTRODUCTION

There is no agreed upon and dominant framework tiategy

implementation (Noble, 1999b and Okumus, 2003)s Timit proposes a
framework by identifying key factors and categor@ithem into

different groups depending on their role and imgrace. The role and
importance of each factor, as well as its relatigmsvith other factors,
are explained. The pace of strategic change anc stistussions on
potential barriers and resistance to strategy dewveént and
implementation and how they can be overcome is dilstussed in this
unit.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o explain why we need strategy implementation franr&wo

o evaluate strategy formulation and implementati@mfra holistic
perspective

o discuss potential barriers and challenges in deuwsdo and

implementing strategies.
3.0 MAIN CONTENT
3.1 Previous Implementation Framework
One of the most cited implementation framework vpasposed by

Waterman, Peters, and Philips (1980). Based orr tlesiearch and
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consultancy work, these authors argued that efectstrategy
implementation is essentially attending to the tretships between
seven factors:

Strategy

Structure

System

Style

Staff

Skills

And Subordinate goals.

The conceptual strategy implementation frameworkvetbped by
Stonich (1982) consist of explicit key implementatifactors. These
were the first implementation frameworks to appearthe field of
strategic management. These frameworks consistinofas factors,
including:

Strategy formulation
Organizational Structure
Culture

People

Communication

Control

Outcome.

3.2 Toward an Implementation Framework

There are important similarities among the previauplementation
frameworks in terms of key factors forwarded and #ssumptions
made. The overriding assumption of these framewkbat multiple
factors should be considered simultaneously wheweldping and
implementing a strategy and strategic decision. &dnameworks
combine several elements under one factor, whherstrefer to each
element as a separate factor. For example, irréimeefvork proposed by
Galbraith and Kazanjian (1986), the issue reladmanagers and
employees are incorporated under a separate fewtitled “people” or
“staff.” In the framework developed by Hrebiniakdadoyce (1984), a
manager’'s style, incentives, and training are priesk as individual
factors.

However, each framework includes different numbansl types of
factors, and some frameworks indentify more facttran others.

78



TSM 441 MODULE 3

Strategy formulation is referred to as strategysimess strategy,
intended strategy, market strategy, vision, newtegy, and strategic
decision. Outcome is referred as results and sacéesurther issue is
that some frameworks have a starting point, whishusually the
formulation of strategy (Hrebiniak and Joyce, 198d4hereas other
frameworks, such as those proposed by Waterman cafidagues
(1980), do not specifically have a starting poitiew looking at strategy
implementation.

From the analysis of previous frameworks, key fexcttan be identified
that play an important role in strategy formatioogess:

Strategy development
Environmental uncertainty
Organizational structure
Organizational culture
Leadership

Operational planning
Resources allocation
Communication

People

Control

Outcome

3.3 Barriers and Resistance to Strategy Implementain

The following are the main barriers to strategy lenpentation and
change (Alexander, 1995, Kotter 1995, Okumus andanidiagton,
1998).

Time limitation or more time needed as originallgrmed
Lack of or poor communication

Lack of coordination

Lack of support from other management levels
Resistance from lower levels

Poor planning activities

Sudden changes

Fear of losing something valuable

Lack of skills and knowledge

Unpleasant previous experiences
Commitment to previous practices

Strong organizational culture

Internal politics
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Trade unions
Government regulations
Cost of change
Financial difficulties
Other priorities
Technical difficulties
Fear of insecurities

We can perhaps add many more items to this listoanbine some of
them together.

The identification of potential barriers is moreali However, it is
perhaps more important to decide on and evaluatbads that tourism
and hospitality companies can overcome and manasgglpe resources
of resistance to strategy implementation. Kottet Sohesinger’'s (1979)
pioneering study advocated six strategies: edutati@and
communication, participation and involvement, fi@ilon and support,
negotiation and agreement, manipulation and cotioptaand coercion.
Similar strategies have been suggested by othewolash and
researchers. Interestingly, they further recommehdt multiple
strategies should be employed that are contingerihe organizational
situation rather than relying only one of them.

Okumus (2003) grouped implementation factors irdar fcategories:
Strategic content, strategic context, process atcbme.

1. Strategic content include the development of sisate

2. Strategic context is further divided into exterraaid internal
context. The former includes environmental uncetyaiand the
internal context includes organizational structucelture and

leadership

3. Operational process includes operational plannirggources
allocation, people, communication, and control

4. Outcome includes the results of the implementirugess.

4.0 CONCLUSION

This unit highlights the need to employ holistigpepach in viewing the
formulation and implementation of strategy and theraluate how
multiple factors interact with one another and hitvry impact on the
strategy formation process.
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5.0 SUMMARY

We have been able to discuss and understand stremgdementation
frameworks and its diversities, including the vasdarriers to strategy
formation implementation.

6.0 SELF-ASSESSMENT EXERCISE

I Why is effective strategy implementation necessary?

. What are the barriers to strategy formation andementation?

iii. How can Hospitality and Tourism companies managggesiies
implementations resistance?
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1.0 INTRODUCTION

This unit introduces you to the challenges of styat management in
the tourism and hospitality industry, including dgnamic of content,
context, process, outcome, and how tourism and itadisp
organizations sustains competitiveness. It alsegixou an overview of
the previous units.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o explain the challenges of strategic managemertiancontext of
hospitality and tourism context

o explain the terms Dynamics, Content, Context, Ps®scand
Outcome

) discuss how hospitality and tourism organizatioas sustain
competiveness.

3.0 MAIN CONTENT

3.1 The challenges of strategic management in thespitality
and tourism context

Hospitality and tourism organizations operate gyaamic and complex
environment. Changes to legislations, regional global economic and
political crisis, sociocultural trends, sophistioat of customers, stiff
competition, terrorism, security, global warming Itioulturalism,
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globalization, mergers and acquisitions, labor &y®s, and advance
technological development all pose important cingiés to the owners
and managers of hospitality and tourism organinatio

Managing firms through a strategic management petsf@ can help

Hospitality and tourism organization not only irspending to these
trends and developments but also in proactivel\elbging strategies to
change the role of the game.

Strategic management entails futuristic thinkind developing a course
of action to survive and create a sustainable ctitygeadvantage. First
all, Hospitality and tourism organizations needd&fine their vision,
mission, goals, and objectives. The mission caddbmed as the desired
future state of an organization. The mission statd@nexplains why the
organization is in existence. Goals are generdaémst@nts in terms of
what the organization aims to achieve in a cerf@nod of time to
fulfill its mission and vision.

3.2 The Dynamics of Content, Context, Process, and
Outcome

Content refers to description, selection, and figstion of a certain
strategy (or strategies). Content is all about @xptg what the strategy
is and why it needs to be chosen, developed, apteimented. Context
refers to the environment in which strategies aevetbped and
implemented. The context can be grouped under readt@mvironment
(macro and industry) and internal environment. Pphhecess refers to
development and implementation of strategies irere&l and internal
contexts. Outcome refers to intended or unintendeslilts of the
deployment of strategies. We want to emphasis bt rather than
seeing strategic management as a step-by-stepsgroge need to focus
more on dynamics and interactions among contentegq process, and
outcome. This not only help us to better understahdt, why, where,
and how, but it also makes it easier to stratelyicahalyze each
hospitality and tourism firm’s situation.

Strategic management is important to hospitalityd atourism
organizations regardless of their size and typewdver, we should
stress that hospitality and tourism organizatioprates in unique
external and internal context, which makes it paftérly important to
understand why certain strategies are developed havd they are
developed and implemented. For example, the enwieorh in which
they operate impacts the firms in terms of str&eghey formulate, the
investment they make, and the value they generaben fsuch
investments. Large corporations such as Hilton, ddaalds, Sharaton
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and small ones like independent family hotels dreexposed to the
same macro environment.

3.3 Sustaining Competiveness

Hospitality organizations should first identify thetangible and

intangible resources. Tangible assets are plagtspeent, and/or land,
whereas, intangible assets are associated witltahgany knowhow
and skills assets. They have no physical presentedpresent real
benefit to the organization. They include compagputation and brand,
product reputation and brand, employee/leadershigkills s
skills/experience knowhow, culture, networks, dat#s, suppliers
knowhow, distributor knowhow, public knowledge, t@acts,

intellectual property rights, and trade secret.

Hospitality organizations need to protect, explaitd enhance their
unique intangible assets. While competitive adwgates obtained by
appealing to customers targeted markets, sustainabimpetitive

advantage is the result of developing and combisengral distinctive
competencies, which are eventually difficult totee and substitute by
competitors (Barney, 1991).

However, hospitality and tourism firms should focos linking
resources and capabilities with strategies. Thk #imong resources,
capabilities and strategies is such that one shidygesther two. A cot
leader firm should b able to develop resources eayghbilities that
enable it to sustain its position. Likewise, a lorakfferentiator should
be able to use its resources and capabilities t@®lde an array of
products and services for various market segments.

4.0 CONCLUSION

We have studied the challenges of strategic managem the tourism
and hospitality industry, including its dynamic obntent, context,
process, outcome, and how tourism and hospitalitgam@zations
sustains competitiveness.

5.0 SUMMARY

We have learned from this unit that hospitality amagrism organization
faces a lot of challenges ranging from changesegislations to stiff
competition among firms. However, hospitality anourism firms
should focus on linking resources and capabilitiath strategies in
order to sustain competitive advantage.
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6.0 SELF-ASSESSMENT EXERCISE

I What are the challenges confronting hospitality d@odrism
organizations

. Suggest ways by which tourism and hospitality oizgions
could sustain competitive advantage

iii. Explain the terms; Content, Context, Process, anttdne as it
relate to hospitality and tourism organizations.

7.0 REFERENCES/FURTHER READING

Barney, J.B (1991). Firms Resources and Sustainechp€titive
Advantage,Journal of Management,7, 99-120.
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INDUSTRY

CONTENTS

1.0 Introduction

2.0 Objectives

3.0 Main Content
3.1 Strategic Management and ICT inAlrBne industry
3.2 ICT Growth in the tourism industry
3.3  Operations Management in the Airlines industry
3.4  Strategic ICT achievement and failure in thdina

industry

4.0 Conclusion

5.0 Summary

6.0 Self-Assessment Exercise

7.0 References/Further Reading

1.0 INTRODUCTION

This unit will exposes us to the extent to whiciformation and
Communication Technologies have helped to stradflgiceposition the
tourism industry, especially the airlines.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o discuss the growth of ICT in the tourism and h@spyt industry

o analyse the benefit ICT in the strategic managermkairlines
o explain how the operations of an airline is faatitd by the use
of ICT.

3.0 MAIN CONTENT

3.1 Strategic ICT Growth in the tourism industry

As Cooper et al (2005) notes, the tourism indussryfragmented.
Buhalis (2003) divides the sector into five categ®r— airlines,
hospitality, destinations, travel agencies and tperators.

Buhalis (1998 p. 412) highlights three key evolns®f ICT application
in the tourism industry. These are the applicatmin “Computer
Reservation Systems (CRSs) in the 1970s, Globé#ildison Systems
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(GDSs) in the 1980s, and the Internet in the 19%shalis (2003) adds
that it has been the larger tourism organisatibas have capitalised on
the growth of ICTs. One of the sectors of the wmrindustry with the
most powerful organisations is the airline sectAs. noted in the
introduction, ICTs have been applied to the airlindustry since the
1960s. This was a result of the development by AgaarAirlines a
CRS named Sabre (Raventos, 2006). This technoleggfled airlines
in “generating flight plans for the aircraft, trackingpare parts,
scheduling crews and developing a range of decisigoport systems
for managemefit(Buhalis, 2003 p. 194). Raventos (2006 p. 380Jsad
that CRSs expanded in the 1980s to become GDSsnbdkeprominent
of these included Sabre, but also the developmie@atleo, Amadeus
and Worldspan. GDSs differed by allowing accedsitther airlines and
travel agenciessb they could have flight information, inquire abou
availability, and book reservations in real tilnéHowever it was the
development of the World Wide Web in the 1990s thas$ ‘tesponsible
for the massive growth in business use of thenete(Chaffey, 2004 p.
75).

Oliva (2002) notes that organisations that delagpplying the internet
“will undoubtedly find themselves at a competitiigadivantagé As
this statement is now 7 years old it would be wiliko find an airline
that does not apply the internet to some form darafons. As will be
detailed further, low-cost carriers were early adop of the internet
which has aided their success (Buhalis, 2004).

3.2 Strategic Management and Use of ICT in Airline

Buhalis (2003 p. 198) notes thaiflines use ICTs for a wide range of
business functions as well as for tactical and tefg&c managemeht
Buhalis (2004 p. 811/812) highlights thatirlines use technology to
develop and manage their business mbddbwever, there remains
conflicting views as to the relevance of traditibs&rategic business
models as a result of ICTs (Kim et al, 2004). Rof201 p. 64) argues
that organisational success through the applicaifd@Ts are achieved
by “building on the proven principles of stratégyhis includes such
models as Porter’s five forces strategy. Porte0{2@dds that although
the internet has affected the business environnstrdafegy requires
building on proven models, such as the five forsteategy, rather than
developing entirely new ones. Chaffey (2007 p.)Xifpports Porter’s
analysis by acknowledging that the five forcestetyg “still provides a
valid framework for reviewing threats arising inette-business efa
Porter (2001 p. 72) adds that in the initial growthe-business, many
organisations were guilty of ignoring strategy irder to ‘maximise
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revenue and market share at all c8s#ss a result this has decreased the
likelihood of their long-term success. Thereforet®o (2001) argues
that analysing an industry, by the use of the fiseces model for
example, is more important than before. Howeverati@uthors support
Porter’s view.

Tapscott (2001) argues that the growth of Electr@usiness (ICT)
represents a huge change to business models. &a (002 p. 42)
notes, Tapscott believes thdiuSiness Webs enable entire new ways of
doing business and fundamentally new ways of fatimgl strategy.
Tapscott (2001) argues that a key area of thishisugh increased
collaboration with partners. Porter (2001) arguesatt many
organisations have falsely viewed partnering asthad of ensuring e-
business success. Tapscott (2001) argues thatepsrips are now a
necessity for e-business. In regards to the aithdestry an argument
can be made for Tapscott being correct. Partnesslmpthe form of
airline alliances (such as the Star Alliance), la@eoming increasingly
important to the industry (Evans 2001). A reasarttieir growth, and to
an extent their success, has been dud¢he “info-structure” for close
collaboratior that ICT offers (Buhalis, 2004 p. 818). The betsebf
alliances are shown as Table 4. Furthermore, Baii2li04) add that the
development of the Opodo website, which was a botkation between
nine European airlines, as a further area of pesimes as a reaction to
the growth in online travel agencies such as Expeadid Travelocity.
Therefore based on these developments, Tapsdotis\t proves to be
more pertinent than Porter’s.

Table 4 — Benefits of airline alliances (Buhalis,04)

Consumer benefits Airline benefits
Fairly consistent service across several airlines and regions Virtual expansion of network
Access to rport lounges Access o new markes by tapping into partner's under-ntilised
foute rights or <lots
Frequent flyers miles on member arlines Code Sharing and GDS ranking
Worldwide recognition of status and loyalty club benefits Traffic volumes and ability to feed long haul flights
Priority reservation, stancby and boarding Protect home markets and building presence in distance markets
Priority baggase handling Commeon marketing and branding
Technological solutions for travellers Economies of Scale through resource pooling across operational areas
Flexible round the world fares Increased load factor and yield

However as noted elements of business strateggtidirealid, such as
Porter’s five forces. Kim et al (2004) argue thadrtBr's generic
strategies (Figure 4) can also be adopted for erbsss.
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Competitive Advantage

Low Cost Uniqueness

E Cost - .
o S - Differentiation
I Leadership
A
:;—-
O Focus

.5.3

Figure 4— Porter’'s generic strategies (Kim et al, @04)

Although in Porter’s original theory on choosingganeric strategy in
one of the sectors shown in Figure 1, Kim et alO@0argue that
Amazon.com have successfully utilised both a cestdérship and
differentiation strategy. As a result Kim et al (20p. 582) suggest that
organisations should adopt aintégrated stratedythat offers both cost
leadership and differentiation (Figure 4).

Competitive Advantage

Low Cost Combination of Both Uniqueness

Cost Integrated Strategy

1 Differentiation
Leadership

Figure 5 — Integrated strategy model (Kim et al, 204)

Consequently, there are therefore both argumentarfd against either
view by Porter or Tapscott. However as Oliva (2022244) notes,

“between two extremes is often the best cbuideerefore e-business
success is achieved through finding the correcarza between both
authors’ viewpoints. Further to this Kim et al (200. 584) propose that
organisations should have ‘tight integration between their on- and
offline operations An example of this for airlines would ensurirtat
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the flight information given on their websites ntegd that of their
actual operations. However Buhalis (2004 p. 812¢si¢hat in regards
to strategic management, ICTs can also be usedhonitor the external
environment and competition, undertake revenueyaisgl forecasting,
maintain historical data, predict demand, and desiglesirable
products. Therefore most elements of strategic managencant be
aided by ICTs.

3.3 Operations Management in the Airlines industry

Figure 5 demonstrates the relationship betweeanets, extranets and
the internet for an organisation’s operations. liimes represent the lines
of accessibility, with only organisational membegs/en access to
intranets, whereas the organisation’s internewvalable to all. Each of
the technologies have been adopted by airlinesaBuli2004) notes
that intranets can be used for communicating withpleyees.
Furthermore Buhalis (2003 p. 203) highlights thahére are few other
organizations in tourism that rely as heavily orteemal partners for
their operations as airlinés Therefore, the development of extranets
have become vital for working with suppliers. Busg2004 p. 817)
adds that éProcurement is also a major force for ExtrafieBuhalis
(2003) notes that the type of eProcurement purshi@gge from aviation
fuel to catering. For instance, an airline’s wedbsitill allow them to
communicate and sell services to their customeksinfai (2008) note
that Cathy Pacific’'s extranet and online bookingvee save the
organisation more than $1million per year. Thishugh a reduction
of staff at call centres and a more efficient wibsi

The ability of airlines to sell tickets via theirebsite has dllowed
airlines to reduce their dependence on intermedsifjBuhalis, 2004 p.
812). This has resulted in the concept of disingshiation which can be
defined as The removal of intermediaries...that formally linked
company to its customéréChaffey, 2007 p. 45). For airlines, this has
allowed them to cut down on commission fees paithit@ party travel
agencies (Buhalis, 2004). Buhalis (2003) adds d¢astyJet and British
Airways (who are two of the leaders in internet laggtion, which will
be evaluated further in the following section) oftiscounts for online
bookings, encouraging customers to utilise thishoet As of 2007 98%
of all easyJet’'s bookings were online (BreakingvE&taNews, 2008).
Buhalis (2004) notes that by reducing the role @SS, airlines can
reduce the cost to customers. Therefore there @wge host advantages
of utilising online bookings. However there are agigantages to
disintermediation. Most pertinently is that it h&sulted in the growth
of new online travel agencies such as Traveloaiy Expedia. These
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intermediaries have been established by Sabre androddft

respectively (Raventos, 2006) and have large ressuto compete in
the online marketplace. Airlines have therefore t@adespond to this,
with methods such as the creation of Opodo, asiored previously.
Further barriers to internet development will bentrened in section 4.
A further step for airlines has been the develogneéreTicketing and
self-service checking in. Buhalis (2003 p. 212) esotthat these
devicesare expected to improve customer service and expegi..by
increasing flexibility and speeding up all processeChang and Yang
(2008) highlight three benefits of utilising se#rsice kiosks:

o Reduces waiting time for passengers
o Reduces the airline’s costs
o Saves space for the airports

Calder (2009) notes that, in order to reduce cd®ygmnair is making
online check-in mandatory and is removing all chatkdesks from
airports, replacing them with self-service kioskdowever Calder
(2009) adds that by making online check-in mandatétyanair is

discriminating against thosewho do not have easy access to the

internet and a printét Therefore by focusing solely on the cost saving
benefits, Ryanair may upset a section of their leeguassengers.

The Internet

Extranet

' The !

ETheE

v world . ' Cogrﬁ)@ny . ! W0r|dl
Suppliers, Suppliers,
Customers, Customers,
Collaborators Collaborators
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Figure 6 — The relationship between Intranets, dbdts and the Internet
(Adapted from Chaffey, 2007)

A further area of ICT application is to frequenteit programmes. Shon
et al (2003) note that databases which hold customi@mation to be

used in such programmes, are imperative to utjisimch programmes.
Buhalis (2004) adds that the development of alksnhave also
benefited the growth of frequent flyer programmes.

The development of the internet has led to a grgatessure on the
operations of airline. As Buhalis (2003) notes IChave allowed
customers to access factual information free frogaoisational bias.
Litven et al (2008) adds that the growth of thesinet has resulted in
the increase in word-of-mouth (WOM) communicatiamhich they
describe asthe communication between consumers about a prpoduct
service, or a companyBriggs (2001) adds that due to it being freenfro
organisational bias, it is viewed as a reliablersewf information by
consumers. Buhalis and Law (2008) note that in ndgdo United
Airlines, the growth of WOM has been a threat, wita development of
the website Untied.com. This site was establishgdabcustomer
dissatisfied with United’s service and encouragtésopassengers to
share their unsatisfactory experiences (Buhalis d&maav, 2008).
Furthermore the development of the  Skytrax website
(http://www.airlinequality.comprovides potential travellers with details
of previous flight experiences. It also offers ariree rating system
based on the quality of their service (Skytrax, D00Therefore the
access that consumers have to airline informat®ra aesult of the
internet puts pressure on airlines to improve thality of their
operations.

3.4 ICT achievement and failure in the airline indistry

In regards to the UK airline industry, the majogamisation that has
achieved a high level of ICT success is the Brittfshwvays, among
many others.

British Airways

“British Airways is the UK’s largest internationatleduled airline,
flying to over 300 destinatioh¢British Airways, 2009). They have also
been large investors in ICTs. Buhalis (2003 p. 1&&es that British
Airways announce in 2000 that thewduld be spending £100 million
on its on-line strategy within two year§ his has transformed all levels
of their operations including HRM. McKenna and Bee(2002)
highlight that a large emphasis has been placegecmiting online by
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British Airways. A reason for this is to present anage of the
organisation as being forward thinking.

ICT failure

Overall airline adoption of ICTs has been succés§itiall the tourism
sectors, the airline sector has been the pionetrCd adoption
(Buhalis, 2004). Therefore it is difficult to uncav areas of ICT
adoption that have failed. Instead it may be maedimpent to look at
some of the disadvantages of ICT adoption forreers. It should be
noted that adopting ICTs does not guarantee orgammal success. As
Buhalis (2003 p. 57) notes, ICTscdn create new problems if
enterprises fail to introduce adequate, approprjat@tional and
innovative ICT resourcés

Future ICT development in the airline industry

Although the future growth areas will be unknowmnisiimportant that
airlines are proactive and reactive in constantly assessingetternal

environmerit (Buhalis, 2003 p. 55). This may then allow themggain a

competitive advantage by adapting the latest ICfienwthey become
available. Furthermore Buhalis (1998 p. 420) adust tThe future

success of tourism organizations and destinatiofisoe determined by
a combination of innovative management and margetimellect and

vision, as well as strategic use of advanced.ITs

4.0 CONCLUSION

We have discussed the importance of ICT in the itedgp and tourism
industry and how the application of ICT can help tire strategic
management of airlines.

5.0 SUMMARY

This unit explained the successes Information amami@unication
Technology adoptions in the strategic managemenheftourism and
hospitality industry. With emphasis on the airlisector, ICT have
helped in ensuring that airline such as the Britssiways maintain
competitive advantage.

6.0 SELF-ASSESSMENT EXERCISE

I Explain the importance of ICT in the tourism indyst

. Discuss the relationship between ICT and Strateginagement

iii. Discuss the successes of ICT adoption in the aidector of the
hospitality and tourism industry.
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1.0 INTRODUCTION

While the previous unit highlights strategic managat in the airline
industry, especially as it relates to ICT applicafithis unit will give us
a detailed case study of the management and greiwvHiegy of
Novotel- a hotel provider.

Novotel is a hotel brand belonging to the Accorugraf companies,
which is, in turn, a global provider of hotel acaowdation. The
business was founded in France by Paul DubruleGarard Pelisson.
The first Novotel Hotel was opened in 1967 at Lilesquin in north-
eastern France. The core idea behind the brand tihenonset was to
provide purpose built, modern, comfortable hotetoeemodation,
coupled with restaurants, work and recreationallifi@s, plus car
parking. Accor target market for the Novotel bramdhe mid to upper
level of the market range. The Novotel conceptfiamw international
chain of modern, practical and informal hotels gagefor both business
and leisure tourists. Globally, there are 396 Neldtotels in 58
countries, including Nigeria. We will discuss Noekd structural and
operational strategies, and its customer servidengarketing strategies.
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2.0 OBJECTIVES

At the end of this unit, you should be able to:

o explain the essence of strategic management intdbvo
o analyze Novotel's management structure
o discuss the relationship between the customer cersirategy

and the marketing strategy of Novotel.
3.0 MAIN CONTENT

3.1 Novotel Strategic Business Management Structer

Accor began with Novotel, but the group has dealtai variety of
business interests, not only hotels. For examplewned the Carlson
Wagonlit business travel agency chain until 20@&trategic business
interests have also expanded outside the travetaamgm industry, for
example the American employment services firm WtekBenefits,
which Accor merged with Workplace Options in 2006e global group
business structure has been highly diversified,it@007, it moved to
concentrate on its two key business areas:

° Hotel;
° Tourism and services

The Figure 7: Management structure of a typical Nowtel hotel.
| General Manager |

l

Head of| Head of| Head of| Head of

Department Department Department Department

Front house Food and Housekeeping | Maintenance
Beverages

Front of House Food and Housekeeping | Maintenance

Team membersbeverage TeamTeam members | Team members
members

The above management structure of Novotel depictaidy ‘flat’

structure, with staff working as a team on reldtivequal basis.

Nevertheless, there are hierarchical elementsGHmeeral Manager is in
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charge of the hotel and is responsible for the wadrkhe Departments
Managers who in turn manage the members of thairteams.

3.2 Operational Strategy

In the United Kingdom alone, Accor operate 31 NeVdtotels, each
with operatinal restaurant, bar, leisure faciifien-suite bedrooms and
meeting rooms for business guests, whether resatembt. Most hotels
have a car par and one in two has a swimming f@atkering for family
guests, bed settees are provided and inter-congegtboms are
available in some hotels. Wi-Fi internet accessale available at a
supplementary charge.

The Novotel London St. Pancras is one exampleefNbvotel brand in
the United Kingdom. Previously London Euston, tkéehwas renamed
in 2007when the nearby St. Pancras Internationélstation, just 3
minutes from the hotel became the London termioalBurostar trains
to the Continent. Novotel Londo St. Pancras isstied-hotel, comprising
312 bedrooms and suites, Mirrors restaurant ang Irconference
rooms and a fitness centre. Room service is pravidehours a day.

3.3 Strategic Customer Service approach

Novotel have introduced a customer service concafied ‘Service
Extraordinaire’, emphasising the company’'s Frenoots. ‘Service
Extraordinaire’ simple means extraordinary servitteis a training
programme aimed at enabling hotel staff to prowegeellent customer
service, with an edge over Novotel's competitorsedge that Novotel
senior management team refers to a ‘Novotel Diffeeé The first
Novotel to introduce ‘Service Extraordinaire’ waswtel London West
in 2003. That year, Novotel London West won thetBesaining Team
of the Year award for Service Excellence in theidvatl Consumer
Service Awards.

Novotel management, making use of market reseanciings, defines
the customer service it wants its guests to recasve

A hassle-free stay;

Staff who are proactive in meeting customer needs
Customers who feel comfortable and relaxed;
Customers who have a choice over the service tsjve;
Services that is delivered with a human touch
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‘Service Extraordinaire’ was introduced to Novasestaff as a way of
enhancing the already good customer service theg delivering. The

Novotel UK vision is to be the brand of choice ftsrcustomers and for
its employees. If Novotel can attract the bestf sktefcause they want to
work for the company, customer service is likelyrtgprove still further

and staff turnover will be reduced.

Novotel four hotel standards and seven service \betes are as

follows:

For Hotel standards:

1. Look Professional-be professional
2. Greet every guest and colleague
3. Look after your hotel

4. Be positive

Seven Service Behaviours
Be positive

Be gracious

Be a listener

Be a communicator
Be solution-oriented
Be responsible

Be thankful

NoohkhwNE

However, for the hotel staff to be abreast of tHeraamentioned
standards and behaviours, training is deliverealdin:

o Awareness-raising-staff meetings, posters and mdigst are
used to familiarise staff with the four hotel stardbs
° Induction to ‘Service Extraordinaire’-all staff eftd a 3-hour

induction to the ‘Service Extraordinaire’ trainingurse;
o A 2-day seminar;
o Follow-up training by ‘hotel coaches’

3.4 Marketing Strategies

Customer service quality is in itself an importafgment in Novotel's
marketing strategy. Having well-regarded hotel mervhotel service
product is important to Novotel not only for theemtion of existing
customers but also to attract new guests. Thiseseli through the
mechanism of ‘below-the-line’ communication-the det marketing of
word-of-mouth whereby a past or present customesgsmon to the
other potential customers a hopefully positive neoeendation of the
hotel chain. Not only does this process lead toemiousiness and
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increase the company’s turnover, but it also coatas extra financial
cost beyond delivering the product well. The efiegaiess of Novotel's
‘Service Extraordinaire’ programme is therefore amted and the
financial and human resources investment in ithierjustified by the
marketing spin-off it generates.

E-marketing (electronic marketing) is another applo used by
Novotel, as it is by other Accor brands, to attragteat business. Many
customers now book online, using the Novotel or dkcuvebsites.
Novotel does not find it necessary to enter intdraship with online
booker such as Expedia. Unless they have indicaiterwise,
customers receive regular e-mailings to keep thprtha level of their
awareness of the Novotel brand and attract thermégns of special
offers on stays at selected hotels. A busines®metmay be enticed to
make a leisure booking as well as further busitegkings and trade
volume grows as a result.

4.0 CONCLUSION

We have discussed how Novotel succeeds in using #teictural,
customer service and unique marketing strategies maintain
competitive advantage in the hospitality and touarisndustry.
Understanding this concepts will enable you disdhssstrategies that
could be applied in any hotel setting in order t@nmtain a competitive
advantage.

5.0 SUMMARY

This case study on Novotel has given you insighbasow tourism and
hospitality industry, in this case, a hotel can mdonique strategic
management style in order to have a real competidge over other
rival hotel providers.

6.0 SELF-ASSESSMENT EXERCISE

I review the term “Service Extraordinare” and thetooser service
and strategy in Novotel

. discuss how Novotel can maintain its place anddrarihe ever-
changing hotel market

iii. explain the importance of Novotel's marketing spt
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