STRATEGIC GROUP ANALYSIS

Having once analysed the mission we need to look into the external environment. This will give us an idea as to what kind of competition we are in for and what external factors will affect our policies.

Thus strategic group analysis can be used to focus on defined business units which compete on the same territory. List of the characteristics to be used as a basis for establishing strategic groups which are in competition with each other are:

· Pricing policy

· Quality of products

· Product range

· Extent of branding

· Geographical coverage

· Market segment served

· Distribution channels used

· Size of the organisation

Competitor Analysis:

The following pages will give a brief account of the competitors for the Radisson Edwardian Hotels with regards to most of the above characteristics. It is again difficult to find such confidential information, hence the information that is here has been taken from the various company sources like the company website, company annual report, etc.

External environment analysis:

The external environment of hotels is a turbulent one. IT can be characterised by the 4 Ds:

· Dynamic

· Diverse

· Difficult

· Dangerous

The strategic analysis is the analysis of the elements that may influence the organisation at the macro-level and refer to the external environment. This involves reporting on the current and future opportunities and threats. The key elements of the external environment may be summarised as C-PEST which refers to the following environments:

Competitive

Political

Economic

Socio- Cultural

Technological

The Political Environment:

The political environment is important since it is here that changes in laws, regulations and policy are fashioned. It also has a great bearing on the tourism business, as we have all seen what happened as a result of the 11 September incident. The people had reduced their travelling drastically and the embassies have become more stricter in granting even tourist visas. All  this saw a great loss to the tourism industry. Compared to 2000, which is perhaps the most productive year for tourism all over the world, 2001 saw a sudden plunge in the business. Radisson Edwardian Hotels had one advantage however, that was because most of the hotels located in London, which gets the bulk of the business in the country.

The Economic Environment:

The economic environment encompasses the economic situation in the home country as well as the country of operations and where the tourists originate. As for the UK the economy may be positive but the faltering of economics in the other countries, notably the USA a very important source of business and leisure customers made conditions more difficult. The strength of the pound remained a concern for the London Hotel Market, particularly on the tourist market on which Radisson Edwardian is dependent to a certain degree.

The socio-cultural Environment:

The socio-cultural environment includes demography and income distribution. In the UK the recent incident that I believe made a big impact was the foot and mouth crisis that really affected the tourist movement.

Technological environment:

Technological environment includes the analysis of all the advances in technology as there is a lot of competition and technology is a big advantage.

In the UK and especially in London, there are a lot of big hotel chains having state of the art technology. Hence technological advantage now means the difference between Overbooking and vacant rooms, thanks to the big wave of e-marketing. 

The Radisson Edwardian Hotels are standing upto this task thanks to the state of the art expertise of the Radisson Hotels World Wide and their ‘Curtis-C’ Reservation System.

Strategic capability analysis:

This includes resource audit, identification of core competencies, value chain analysis and identifying the key issues. 

· Resource Deployment Analysis- From strategic potential to strategic capability.

· Core Competencies

· Value Chain Analysis

Resource Deployment Analysis- From strategic potential to strategic capability.

The Resource Audit:

· Physical Resources

· Human Resources

· Financial Resources

· Intangibles

· Identification of unique resources which create competitive advantage.

· Lastly:

· Flexibility analysis

· Balance of skills 

· Reliance analysis

Performance monitoring and control:

Differences in performance is due to the way the resources are deployed to create competencies in the separate activities and the processes of linking these activities together.

This is the key to any successful organisation where quality and guest delight is the motto.

For the Radisson Edwardian Hotels, this forms the key as the efficiency in the operations determines the performance of the company. This can be effectively monitored by the following analysis:

· Identifying core competencies

These are the bases upon which the Radisson Edwardian Hotels achieve strategic advantage in term of activities, skills or know-how which distinguish it from competitors and provide value to the customers or clients. I have made a chart for the same which identifies the core competence of the Radisson Edwardian Hotels. 

Although I have identified one core competence, it is very much likely there are a number of linked factors. The combination of all these factors result in the competitive advantage. Much of this is embedded at the operational levels of the activity in the Hotel which are not evident to the competitors.

· The value chain analysis

A value chain analysis divides the company into its strategically relevant activities so that the cost and potential sources of differentiation can be understood. This describes the activities within and around the organisation and relates them to an analysis of competitive strength of the organisation (or the ability to provide value-for –money products or services)

Where value is created?

Competitive advantage

Effective differentiation                                                                  relative cost position

These 2 basic steps of identifying separate activities and assessing “value added ” by each were linked to an analysis of an organisation’s competitive advantages by Michael Porter.

Primary Activities are directly concerned with the creation and the delivery of a product or service and can be grouped in five main areas:

· Inbound logistics:

These are concerned with the receiving, storing an distributing the inputs to the products and services of the Radisson Edwardian Hotels. They include materials handling, stock control, transport, etc.

· Operations:

Transform these various inputs into the final product or service: standard operating procedures, planning and organisation, etc.

· Out bound logistics:

Collect, Store and distribute the products to the customers which includes the   both online and offline activities. 

· Marketing and Sales:

This is the means whereby the customers are made aware of the product or service and are able to purchase it. This includes the Sales administration, again both online and offline advertising of the Radisson Edwardian Hotels.

· Service:

This of course forms the integral part of the hotel industry, just because of the   intangibility of the product. This will include all the enhancements made by the Radisson Edwardian Hotels to increase the efficiency of service.

Each of these groups of primary activities is linked to support activities.


Support Activities help to improve the effectiveness or efficiency of the primary 


activities.

· Procurement:

This refers to the processes for acquiring the various resource inputs to the primary activities. This would include the various agencies and companies the Radisson Edwardian Hotels have tied up with to get in all the elements required above.

· Technological development:

This is the technological know-how that the Radisson Edwardian Hotels possess to realise the various objectives for running the hotels. It includes all the software required right from the GDS, the CRS, the PMS to the equipment that is used in the hotels which  ultimately has a bearing on the efficiency and the quality of the products and services offered. The Radisson Edwardian Hotels again have a good backing of the Radisson Hotels World wide here.

· Human Resource Management:

This involves the activities like recruiting managing, training, developing and rewarding people within the organisation. This determines whether the organisation is rigid or innovative. The Radisson Edwardian Hotels, according the 2000 annual report, is investing a lot in the recruiting and the training of its staff. This of course can be determined by the employee turnover of the  organisation, the figure of which is not available.

· Infrastructure:

This is the system of planning, finance, quality control, information management. This also consists of the structures and the routines of the organisation which sustains its culture. The Radisson Edwardian Hotels are well assisted by its subsidiary companies like Edwardian Hotels Ltd., an investment holding company; Dicetask Ltd., a construction company; Edwardian Management Services Ltd., a management services company; Edwardian Sales Inc., a US Marketing company and all the other Hotel Services companies.








Primary activities                        



· Analysing cost efficiency

Efficiency measures the ratio of outputs to inputs. The fewer inputs, the more efficient the organisation is. Let me analyse a ratio that will quickly tell us about the efficiency of the Radisson Edwardian Hotels:

Net Profit  X 100 = Net Profit Ratio

Net Sales

For the Year 2000:




For the Year 1999

10 084 000 X 100 = 18%


          13 285 000X 100 = 24.95%

57 495 000




          53 228 000

The net profit ratio is almost steady from 1999 to 2000 and is a healthy 18% which is very good, much above the average 9.6% for full service properties.

Efficiency of the Radisson Edwardian Hotels can b determined by cost drivers:

1. Economies of scale

2. Supply Costs

3. Product/ process design

4. Experience

All of the above information isn’t available.

· Financial analysis

This of course justifies the reasons the company’s existence and also indicates the  company’s future. 

Profitability is the key indicator of performance:

· Effectiveness

· Comparative analysis

SU


P


P


O


R


T











Firm Infrastructure





Human Resource Management





Technological Development





Procurement














Inbound Logistics














Operations


























Out Bound Logistics














Marketing and Sales











