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Measurement of the Strategy Construct
in the Lodging Industry, and the
Strategy-Performance Relationship
by
Bvsan Murthy
Doctoral Committee Chairman: Dr. Michael D. Olsen
Hospitality and Tourism Management

(ABSTRACT)

Performance improvement is at the heart of all strategic management. Thus, the
principal objectives of this study were to develop an industry-specific instrument to
measure lodging strategy, identify a set of strategic dimensions underlying such strategy,
and relate performance differences among lodging units to varying strategic dimensions

emphasized by such units.

The study adopted the individual hotel as the unit of analysis, and realized
strategy was measured as opposed to the intended. Five hundred and seventy nine hotels,
which are part of the franchise systems of two industry-leading chains contributed

information for this research.

Following a comparative approach to the measurement of the strategy construct,

this study developed a 105-item lodging industry-specific strategy measurement scale,
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capturing a comprehensive set of strategic characteristics from the business strategy
(Porter, 1980) and service management (Gronroos, 1990; Zeithaml, Parasuraman, and
Berry, 1990) literatures. Through factor analysis, a parsimonious set of seven strategic
dimensions, Service Quality Leadership, Technological Leadership, Push, Cost Control,

Pull, Group Channels, and Cross-Training, underlying this 105-item scale was delineated.

Using Yield Per Room, Market Share Index, and Return on Sales as the
performance measures, the study indicated that strategies followed by high and low
performing hotels were different. The empirical evidence showed that, in general, the
Push, Service Quality Leadership, and Technological Leadership strategic dimensions

tended to be associated with high performance.

The evidence also indicated that strategies emphasized by high and low
performing hotels differed by the four control variables studied: Location, (Service)
Segment, (Ownership-Management) Affiliation, and Size.  Additionally, similar
differences were also obtained when the hotels studied were classified by the performance
measure most used by them to evaluate themselves, and the age of the properties.
Preliminary indications were also obtained to confirm the existence of a strategic time

lag effect.

The results from this study should be valuable not only for extending hospitality

strategy research, but also for their normative implications.
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Introduction

Problem Statement

The ultimate objective of strategic management is
performance improvement (Venkatraman & Ramanujam, 1986).
Contrary to the pop ecology view, Child (1972) posited that
organizations do exercise strategic choice in charting their
courses. If strategy is a match among organizational
purposes, resources, skills, environmental opportunities,
and risk (Hofer & Schendel, 1978), different firms within a
given industry should make varied strategic choices with,
consequently, varying resultant performance levels. Since
there are only a limited number of strategies available to
any firm, all such firms choosing similar strategies can be
viewed together as a strategic group (Porter, 1980). Thus,
performance differences between strategic groups has been an

important area of interest to strategy researchers.

The limited number of research studies undertaken in
the hospitality industry so far on the strategy-performance
relationship have produced no conclusive evidence. A review
of this literature shows that theories and methods borrowed
from the manufacturing sector may not be adequate to study
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the strategy-performance relationship in the hospitality
industry. The literature review further establishes that
the operationalization and measurement of the strategy
construct following traditional bases may not be adequate in
their application to service industries such as the lodging
industry. 2eithaml, Parasuraman, and Berry (1985, 1990),
Parasuraman, 2Zeithaml, and Berry (1988), Barrington and
Olsen (1987), and Grdnroos (1990), among many other
researchers, have highlighted the differences between goods
and services. Service sector researchers generally agree
that goods and services differ significantly in terms of
four characteristics: intangibility, heterogeneity,
perishability, and simultaneity (of production and

consumption).

Services are intangible because they are performed
rather than produced, and cannot be seen, felt, tasted, or
touched. Production and consumption are inseparable in the
case of services because in most services they are
simultaneous. As a result, services are perishable because
they cannot be produced and stored for later consumption.
Because of the high degree of interaction involved between
the service provider and the consumer, and the high degree
of personal involvement of both in the service delivery
process, services are heterogeneous in contrast to goods.

INTRODUCTION 3
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In view of these differences, it is likely that service
industry constituents such as lodging establishments have to
adopt some different competitive methods to succeed.
However, following Shostack (1977) who viewed goods and
services on a continuum of tangibility and intangibility,
one has to account for the possibility that some of the
strategic dimensions identified in the manufacturing sector

will also be applicable to the service sector.

Thus, the research problem investigated in this study
is to identify such industry-specific strategic
characteristics, also known as competitive methods in lay
terms, which successful hotels in the lodging industry adopt
to maximize performance. This is achieved by developing
operational measures of the strategy construct drawn from
(a) a broader and complete set of strategic dimensions
postulated by Porter (1980), and (b) strategies prescribed
by service management theorists such as Zeithaml et al.
(1985, 1990), Parasuraman et al. (1988), and Groénroos

(1990) .
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The Concept of Strategy

There are varied definitions of strategy in the
literature, depending upon the theoretical perspectives from
which researchers viewed the construct. The central theme
of most such definitions, however, is that strategy is a set
of concerted actions an organization adopts to achieve its

desired performance goals.

It is generally agreed that strategies vary by the
hierarchical level of the organization. Thus, there are
strategies at the institutional level (Thompson, 1967),
corporate level, business level, and functional level
(Schendel & Hofer, 1979). Whereas the corporate level
strategies are concerned with domain definition, the
business level strategies address domain navigation issues
(Bourgeois, 1980). The focus of the business-level
strategies is on resource allocation and integration of
different functional strategies (Schendel & Hofer, 1979), to
enable an organization to effectively compete in a chosen

product/market segment (Hofer & Schendel, 1978).
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The total concept of strategy has two principal
elements - process and content. The process element
circumscribes the strategy formulation and implementation
aspects. The content of strategy refers to the specific

strategic actions organizations take to survive and succeed.

Strategy Measurement

Strategy content has been studied by a number of
researchers, and there are wide variations in the approaches
to its measurement. Venkatraman (1989a) classified these
various approaches into three types: (1) narrative approach,
(2) classificatory approach, and (3) comparative approach.
The description-oriented narrative approach (Andrews, 1980)
has slowly made way for the other two approaches over the
last two decades, as the atomistic view of the Industrial
Organization researchers has been replaced by the
contingency perspectives of‘the strategic management

researchers (Ginsberg & Venkatraman, 1985).

While the classificatory approach to strategy

‘measurement yielded a number of typologies (Miles & Snow,

1978; Porter, 1980) and taxonomies (Galbraith & Schendel,

1983; Miller & Friesen, 1978), a number of strategy
researchers are increasingly turning to the comparative
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approach, particularly in the last decade. The comparative
approach to strategy measurement relies on isolating and
measuring key strategic dimensions. This is based on the

realization that strategy is a multi-dimensional construct.

Strategic Groups

Early strategy researchers used coarse-grained survey
research methods or fine-grained case studies. Harrigan
(1983) advocated balancing these two methods by using hybrid
methodologies to improve the effectiveness of measurement.
The study of strategic groups has emerged as a major stream
of research in the wake of Harrigan’s call. Porter (1980)
noted that the notion of strategic grouping is an
intermediate frame of reference to study organizations,
compromising the extreme views of treating each firm

separately and studying all firms in an industry together.

Introduced first by Hunt (1972), the concept of
strategic groups has attracted the attention of many
strategy researchers. While Porter (1980) studied it from a
theoretical standpoint, perhaps the most concerted empirical
research program on the relationship between strategy and
performance, employing the strategic grouping concept, is
the ’Purdue Studies’ led by Hatten, Schendel, and Cooper
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(1978), Schendel and Patton (1978), and others. The Purdue
Studies attempted to identify strategic groups in the U.S.
brewing industry and tried to relate firm performance to
strategic group membership. Other researchers,
subsequently, extended this stream of research to different
industries (Cool & Schendel, 1987, 1988, pharmaceuticals;
Mascarenhas & Aaker, 1989, oil drilling; Fiegenbaum &

Thomas, 1990, insurance).

The empirical results of this stream of research on
strategic grouping has at best been equivocal. 1In general,
the within-group differences were found to be more
pronounced than the between-group differences. An analysis
of some of these empirical studies shows two major problems
associated with the ambiguity surrounding the concept of
strategic groups. First, as the strategic variables that
impact performance are industry-specific, no universal
operationalization of the strategy construct could be
established. Porter (1980) identified 13 strategic
dimensions that form the basis of strategic posturing by
firms: specialization, brand identification, push versus
pull, channel selection, product quality, technological
leadership, vertical integration, cost position, service,
price policy, leverage, relationship with parent company,
and relationship to home and host government. While the

INTRODUCTION
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scope of differences along these dimensions may vary from
industry to industry, Porter argued that these strategic
dimensions collectively describe a firm’s strategic
position. However, none of the strategic group researchers
tried to operatioralize all these dimensions yet. Second,
there has been a wide variety of performance measures used
by different researchers of strategic grouping. The lack of
agreement on the operationalization of this consequent
construct in most strategic grouping research has also
contributed to the inconclusive state of this research

streamn.

Hospitality Strategy Research

Hospitality strategy researchers have also been
investigating the existence of strategic grouping, in their
quest for establishing the strategy-performance link in this
industry. Schaffer (1986), Dev (1988), Tse (1988), West
(1988), and Crawford-Welch (1990) have conducted the most
research in this area. All these researchers used either
the Miles and Snow’s (1978) or Porter’s (1980) typologies,
or a set of strategic characteristics drawn from Dess and
Davis’ (1984) work, to delineate the strategic postures of

their respondents. However, their results have been
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inconclusive in that none of them could establish the

strategy~performance link.

There is also conflicting evidence on the strategic
grouping concept as applied to the hospitality industry in
these studies. Whereas Schaffer (1986) claimed to have
identified five distinct strategic groups in his study of
the lodging industry, Dev (1988), using only a slightly
modified instrument, could find no such strategic grouping
in his sample. This ambiguous state of empirical evidence
led Tse (1988) and Crawford-Welch (1990) to conclude that
the generic typologies of Miles and Snow (1978) and Porter
(1980) are probably not adequate to explain hospitality
strategy, whereas Dev questioned the adequacy of the Dess
and Davis’ (1984) instrument which formed the basis of the

comparative approach to hospitality strategy measurement.

A close examination of these research studies shows
that they suffer from both conceptual and methodological
inadequacies. At the conceptual level, the imperfections
are related to the definition of the étrategy construct
itself, the choice of the unit of analysis, and the
operationalization of the constructs of strategy and
performance. The methodological shortcomings are with

respect to the methods used to measure the variables under
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investigation, and the choice of statistical techniques. A
brief summary of some of the more important problems

follows.

oblems w ospit t trate esearch.

Instead of studying realized strategy, most of these
researchers, except for Dev (1988), tapped the intended
strategy. To the extent that intentions may not be
realized, and that unintended strategies may emerge
(Mintzberg, 1978), the correspondence between the antecedent
and consequent constructs, strategy and performance, seenms
to have got clouded because of studying the wrong antecedent

construct.

Again with the exception of Dev (1988), all the other
researchers used the firm as their unit of analysis. With
many multi-unit firms in their samples, it appears that they
ended up measuring corporate-level strategy, rather than
business-level strategy, because multi-unit firms have to
adopt different strategies for each of their units facing
varying environments. In so far as the grounded theory used
by these researchers is that of business strategy, whereas

their actual measurements have been at a different level,
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there are again correspondence problems between the

constructs of strategy and performance.

As stated previously, either classificatory or
comparative approaches to strategy measurement have been
adopted in this stream of research. As Venkatraman and
Grant (1986) pointed out, the use of nominal scales, the
method followed in the classificatory approach using
typologies to tap the strategy construct, is not advisable
because nominal scales are useful only for highlighting
across-group differences. In contrast, past research

suggests the within-group differences are quite predominant.

As for the use of a set of strategic characteristics to
delineate strategy, following the comparative approach, the
problem seems to have been with the instrument used to
measure the strategy construct. Briefly, the major problem

areas in this regard are as follows:

a. The basic instrument followed in most of this research
is the one developed by Dess and Davis (1984) who used
only six of the 13 strategic dimensions identified by
Porter (1980): brand identification, channel selection,
technological leadership, cost position, service, and
leverage. It may be that the dimensions not taken into
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account by Dess and Davis originally are resulting in

an inadequate tapping of the strategy construct.

b. All of the past strategic grouping research shows that
the strategic variables used in such research have to
be industry-specific. By using Dess and Davis’ (1984)
instrument, which is grounded in the manufacturing
industry, as the basis, the hospitality strategy-
researchers seem to have failed to capture industry-

specific strategic characteristics.

c. There is considerable literature in the service sector,
which suggests that services differ from manufactured
goods in at least four important aspects:
intangibility, perishability, heterogeneity, and
simultaneity (of production and consumption)
(Barrington & Olsen, 1987; Gronroos, 1990; Zeithaml,
Parasuraman, & Berry, 1985). Hospitality research thus
far has not given due credit to these differences in
the measurement of strategy. This subject is followed

up in the next section.

As regards the performance construct, the principal

problems with past hospitality research are as follows:
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a. Most strategy research in the manufacturing sector has
focused on financial and operational performance
measurements, and not considered the overall concept of
organizational effectiveness, difficult as it is to
measure (Venkatraman & Ramanujam, 1986). Hospitality
researchers have mostly concentrated on the financial
performance alone, and not taken into account
operational measures, such as market share, which are

equally important.

b. Because of the unit of analysis problem discussed
previously, even the financial measures studied in past
hospitality research are contaminated by the
franchising/ownership/management arrangements varying

across the sample firms.

The above problem areas are discussed in depth in the
following chapters. One summary conclusion to be drawn from
this review and critical examination of extant hospitality
research is that more than jhstified adequacy of construct
measurements has been assumed in these studies. Venkatraman
(1989a) opined that "it is necessary to recognize that
construct measurement is at least as important as the
examination of substantive relationships" (p. 945). This
fﬁndamental tenet has not received enough attention so far
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in hospitality strategy research. Venkatraman has also
exhorted that "... it is premature to restrict the number
and diversity of approaches to conceptualize the strategy
construct" (p. 945), considering its multi-dimensionality
and multi-facetedness. In a discussion on theory
development, Whetten (1989) also expressed a similar view.
As pointed out earlier, by not taking into account the
important differences between goods and services,
hospitality research has left out a major source of strategy
variations. If the dimensions underlying the strategy
construct in this industry have to be captured effectively,
this omission needs to be remedied. As stated earlier, this
goods~services dichotomy and its implications to strategy

are briefly discussed next.

The Goods-Services Dichotomy

There is universal agreement among service management
researchers that services differ significantly from goods in
their intangibility, heterogeneity, perishability, and
simultaneity (of production and consumption). 2Zeithaml et
al. (1985) and Gronroos (1990), among many other
researchers, discussed these differences in depti.
Barrington and Olsen (1987) highlighted these differences in
the hospitality context. 1In the light of these differences
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between goods and services, service management theorists
believe that strategies borrowed from the manufacturing
sector are not necessarily applicable to the services

sector.

Distinguishing between internal efficiency and external
efficiency, Grénroos (1990) discussed how a strategic
management trap can result by trying to pursue a low cost
strategy in service industries. He posited that trying to
assume a low cost position in many service situations leads
to lower service quality, by affecting the service provider-
customer interactions. Buzzell and Gale (1987) and Gr¥nroos
also stated that it is the customer perceived service
quality that is extremely important for service firms’
success. Building on this, Grdnroos presented a number o.
strategic characteristics for service firms to improve
customer perceived quality and, consequently, performance.
Zeithaml et al. (1985), reviewing service marketing strategy
literature, consolidated a list of successful strategies

prescribed by various researchers.

Parasuraman, Zeithaml, and Berry (1988) extended this
thinking by constructing a scale to measure service quality.
Defining service quality as the difference between customer
expectations from/about a service and customer perceptions
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of the quality of service actually received, Parasuraman et
al. developed and tested their SERVQUAL instrument. Their
investigations resulted in the delineation of five distinct
service quality dimensions: tangibles, reliability,

responsiveness, assurance, and empathy.

Zeithaml, Parasuraman, and Berry (1990) then used this
SERVQUAL instrument to assess the differences between
customers’ ratings of service quality and managerial
perceptions of the service quality being delivered. They
found significant differences between the service quality
ratings of management and customers. 2eithaml et al.
captured these differences in a service-quality-gap model,
which identified four service quality gaps: Customers’
Expectations-Management Perceptions Gap, Mar.agement'’s
Perceptions~-Service Quality Specifications Gap, Service
Quality Specifications-Service Delivery Gap, and Service
Delivery-External Communications éap. The cumulative
effects of these four gaps, Zeithaml et al. posited, create
Gap 5 which is the difference between the Customers’
Expected Service and Perceived Service, which is what the
SERVQUAL instrument developed by Parasuraman et al. (1988)

is intended to measure.
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Implications.

It is well known that in the hospitality industry,
product differentiation is becoming increasingly difficult.
For all practical purposes, there is hardly any difference
between lodging products within a given price range and
offering generélly similar levels of service. Therefore, it
seems all the more important for the lodging industry
constituents to look for that niche, each of them so
desperately needs to effectively compete, in differentiating
on service quality, improving customer perceived quality,
and thereby reducing the gap between the customer
expectations and perceptions of service quality. The
service management researchers believe, it is only such
strategies aimed at enhancing customer perceived quality
which will enable a firm to succeed. However, following
Shostack (1977) who viewed goods and services on a continuum
of tangibility and intangibility, one has to account for the
possibility that some of the strategic dimensions identified
in the manufacturing sector will also be applicable to the

service sector.

By not capturing the implications of this very
important stream of literature, hospitality strategy
researchers have missed out on measuring strategy in an
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industry-specific context, exhorted so much by strategic
group researchers in general. There is clearly a need for
developing methods/instruments for measuring strategy in
this industry which reflect the multifaceted nature of the
strategy construct and, in particular, the unique service
industry characteristics and determinants of success.
Therefore, a combination of the strategic dimensions
identified by Porter (1980), strategies recommended by
service management theorists like Zeithaml et al. (1985,
1990), Parasuraman, 2eithaml, and Berry (1988), and Grdnroos
(1990) can possibly give hospitality strategy researchers a
more robust measure of strategy with which the strategy-

performance relationship could be studied.

Context of the Study

The context of this study is the U.S. lodging industry.
The lodging industry continues to face the vicissitudes of
the economic slump it encountered in late ’80s, after a
meteoric growth in the decade before. While the long-term
outlook for the industry seems to be good, now that it is
considerably re~structured, lean and consolidated, the
industry is expected to witness intense competition in the
short-term. A brief review of the industry scenario is
presented next.
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The industry average occupancy in 1992 increased by
2.7%, to 61.7% from 60.2% in 1991, but is still below the
last peak of 62.6% reached in 1989. An occupancy of 68% is
considered to be the minimum needed for continued
profitability. Industry average room rate increased to
$59.82 in 1992 from $59.03 in 1991 (McDowell, 1993;
Reynolds, 1993). Still, 1992 was the sixth straight year in
which the increase in the industry average room rate was
below the corresponding overall inflation rate of the

economy (Graves, 1992).

Despite the modicum of revival, the lodging industry
continues to lose money on the average. According to
Standard & Poor’s, in 1991, full-service hotels lost on
average $1,531 per room, all-suites lost $543, and only
limited service properties posted a modest gain of $206 per
room (Graves, 1992). Overall, the industry is losing about
$1,000 per room, largely on account of the high debt
servicing costs following the excessive capacity buildup and
acquisition activities of the ’80s (Reynolds, 1993).
Although new hotel construction has slowed down
significantly in the last two years, the industry is still
trying to absorb the overbuilding in earlier years. Even in
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1992, about $3 billion worth of new hotel construction came
on stream, although this represents the lowest level of
capacity increase since 1980. Leaving aside specific
instances such as the opening of the 1,200~-room Sheraton
Chicago Hotel & Towers in an already overbuilt downtown
Chicago (Morris, 1992), the total number of rooms in the
country, however, declined in the last two years, partly
because of the difficulty in obtaining finance (Graves,

1992; Sharav, 1993).

Consolidation

With overall capacity shrinking, growth is being sought
by several firms through conversions from other brands.
According to Smith Travel Research, about 5% of all rooms in
1,240 hotels changed flags in 1991, double the level of such
conversions in 1988. Of these conversions in 1991, about
half the rooms switched from one chain to another, 29%
changed from independents to chain affiliation, and 22% left
the chains to become independent (Graves, 1992). 1In
general, the industry is witnessing intense consolidation,
with a handful of chains controlling the bulk of the

capacity, much like the situation in the airline industry.
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Cost Control

Concomitant with this consolidation, the industry has
considerably tightened its belt in controlling costs.
Hyatt, for example, substituted white bed sheets for beige
ones, made bed turn-down service optional in many hotels,
downgraded courtesy transportation, cut back on bathroom
linen, eliminated fancy garnishes in restaurants, among many
cost-cutting measures, saving millions of dollars (Reynolds,
1993). The industry has also saved at least 10% in debt
servicing through recapitalization, debt refinancing, apart
from the benefit accrued from lower interest rates. Also,
as a result of consolidation, with several brands coming
under one management, marketing and operations efficiencies
are being realized. Such multi-brand firms are able to
"better leverage corporate resources such as management
experience, access to capital markets, and back-office

operations" (Graves, 1993, p. L44).

Future Outlook

While improved economic conditions in the coming years
are expected to help the industry fortunes, job security
concerns, longer working hours and limited leisure time, the
recent baby boom, anticipated increases in health care costs
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under the Clinton administration, increases in airfares
because of reduced competition in the airline industry,
reduced interest of the Japanese in investing in this
industry because of their own domestic economic concerns,
are some of the dampening trends facing the industry
(Graves, 1992, 1993). In general, the U.S. lodging industry
is expected to face a continued turbulent environment at
least till the mid-’90s, and competitive savvy and

imaginative strategies are required for survival till then.

Overview of the Research Study

Purpose and Objectives

The preceding section highlights the need for
understanding and differentiating successful and
unsuccessful strategies in the lodging industry. However,
this cannot be achieved until a strategy measurement valid
for the lodging industry is developed. The principal
objective of this study, therefore, is to develop an
instrument to measure the strategy construct in the lodging
industry context and to test the predictive validity of its

relationship to performance.

INTRODUCTION 23

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



ese uescions

The main research question under study here is whether,
in the context of the lodging industry, the strategy
construct can be measured by empirically deriving its
underlying dimensions and, if so, whether strategy thus
measured can be related to performance. This broad research

question can be framed into the following specific research

propositions.

1. Through a combination of strategic characteristics
rooted in business strategy theory and service
management theory, it is possible to identify a set of

strategic dimensions underlying lodging strategy.

2. Performance differences among lodging units can be
related to varying strategic dimensions emphasized by

such units.

Overview of the Study Design

Strategy Construct

In keeping with the emphasis on the measurement of the
strategy construct in this study, circumscribing the
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conceptual domain of this construct is considered critical
to this exercise. Following Venkatraman (1989a), the domain
of the strategy construct in this study is anchored within

four boundaries, as follows:

Scope Content of strategy

Business-level (hotel)

Hierarchical Level

Holistic

Domain

Intended vs. Realized Realized strategy

Strategy has traditionally been operationalized in two
ways: (1) through a nominal scale, using descriptors of
typologies, such as those propounded by Miles and Snow
(1978) or Porter (1980), or (2) multi-item scales capturing
several strategic characteristics. Nominal scales are
useful only for highlighting the between-group variances.
When within-group variance is predominant, as seems to be
the case in the lodging industry, use of multi-item scales
is essential (Venkatraman & Grant, 1986). This study,
hence, used a multi-item scale to measure realized strategy,
developed from all of Porter’s 13 strategic dimensions as
well as service strategies prescribed by Zeithaml et al.
(1985, 1990), Parasuraman et al. (1988), and Gronroos

(1990) .
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erio ce_Cons

Performance was measured through multiple operational
and financial measures. Two financial measures, Return on
Assets (ROA) and Return on Sales (ROS), and two operational
measures, Yield Per Room and Market Share Index, were used
to operationalize the performance construct. By using
Income Before fixed Charges as the profit measure in the
computation of ROA and ROS, the performance measured is
restricted to the scope of responsibility and authority of a
typical hotel manager. The ratios of ROA, ROS, YPR, and
Market Share Index are such that a wide range of hotels can
be compared with each other. Four control variables were
used in this study: size, segment, location, and
affiliation. These were measured in terms familiar to
industry managers. Detailed descriptions of all the

measures are presented in Chapter 3.

Strategic Time lLag

One of the most vexatious and least resolved problem
areas in strategy research is the issue of the time lag
between strategy implementation and performance. This is a
very ambiguous issue with very little theoretical support.
On the one hand, strategic time lag is a concept which makes
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intuitive sense. At the same time, with rapid imitation
being so characteristic of service industries, there is also
reason to believe that such a lag effect may have limited
applicability in the hospitality context. To strike a
balance between these two perspectives, this study measured
strategy over the period 1991-1992, and measured performance
in 1992 and 1993. The attempt was to account for the
possibilities that some strategies take longer than others
to implement, and that some strategies pay off faster than

others, while still addressing the time lag issue.

Industry Cooperation

Owing to the predominance of private business units in
this industry, performance measurement has always been a
problem in hospitality strategy research. Neither are
market-based measures available, nor is financial
information freely forthcoming from the respondents. Since
this is an exploratory study, where a major emphasis is on
scale development and testing, getting a cooperative
representative sample is considered more important than
relying on a random sample with doubtful response outcomes.
For this purpose, two large lodging chains were épproached
for their cooperation in this study, and their entire
portfolios of upscale, midprice, and economy hotels were
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targeted for study. Because of this co-optation of such
industry giants in this research, one is assured of not only
above average response but also reliable performance data

which is so difficult to get from this industry.

Research Strateqy

The study used a sample survey design with individual
hotels as the unit of analysis, and thereby tried to avoid
some of the past problems in the performance measures
created by the contamination from franchising/management

arrangements.

Contribution of this Research

There have been only three strategy research studies in
the lodging industry so far (Crawford-Welch, 1990; Dev,
1988; Schaffer, 1986). Of these, Crawford-Welch got very
poor response from his lodging sample as compared to his
restaurant sample. Therefore, this study, of itself, adds

to our current meager knowledge about lodging strategy.

This study represents the most comprehensive effort yet
to develop an industry-specific instrument to operationalize
the construct of lodging strategy by including all of
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Porter’s (1980) 13 strategic dimensions, as well as
strategic characteristics prescribed in normative service
literature. The study yielded a 105-item strategy scale
with a high reliability. This strategy scale was
successfully factor analyzed resulting in a 7-factor
solution. The theoretical background to this eclectic
approach to strategy measurement was discussed earlier in

this chapter.

In previous studies, either the unit of analysis or the
type of scale used (nominal) has been a problem. The
present research studied individual hotels with a multi-item

scale which has a better construct validity.

As West and Anthony (1990) noted, it is the realized
strategy that we should be studying when performance
implications are under investigation. Except for Dev
(1988), no one has taken care of this. This study extends
Dev’s effort by using a multi-item scale to measure
strategy. Though Dev did use a multi-item scale, because of
the inherent weaknesses in the scale, he could not

empirically derive any strategic dimensions.

By adding Market Share Index as an additional measure
of performance not used before in hospitality strategy
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research, this study for the first time tried to evaluate
the often contradictory business goals of profitability and

growth.

Last but not least, by using a different approach to
the treatment of the strategic time lag issue, this study
produced some preliminary evidence confirming the strategic

time lag effect.

Limitations

The research process is "a series of interlocking
choices, in which we try simultaneously to maximize several
conflicting desiderata" (p. 69), viz., generalizability,
precision, and existential realism (McGrath, 1982). Though
careful attention has been paid to the choices being made in
the research design, methodology, scale development and
other related issues, there are still limitations to this

study as in most research.

Organizational performance is dependent upon a number
of variables - strategy, structure, technology, life-cycle
stage, and environmental influences, to name some of the
major ones. In a dissertation, it is impossible to take
care of all such variables owing to considerations of
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parsimony of time and money. Nonetheless, as a researcher,

one cannot ignore what one is missing.

Harrigan (1983) strongly equivocated the use of hybrid
methodologies and multi-method measurement to balance the
disadvantages of survey research and case studies. Once
again, for reasons of parsimony, this study is cross-
sectional and suffers from the error variance issues, as
well as the inability to establish causality. However, it
must be noted that given the current state of knowledge,
there is no other method of measuring hospitality strategy
that has merit. As far as performance is considered, this

study did use multi-method measurement.

As Venkatraman and Ramanujam (1986) stated, financial
and operational performance measures are only part of the
overall effectiveness of an organization. There are other
stakeholder interests that a business entity has to

consider, which could not be attended to in this study.

Lastly, as McGrath (1982) stated, when one tries to
balance two of the three conflicting issues, getting impaled
on the third issue is certain. 1In this study, while
precision and realism are balanced, generalizability had to
be sacrificed. Nonetheless, further hospitality research
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should greatly benefit from the construct-valid strategy

measurement scale developed in this study.
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Introduction

m of the Strate Construct

"aA major task in conceptualizing a theoretical
construct relates to the specification of its boundaries.
For strategy constructs, this is particularly complex given
the wide array of differences in terminology, disciplinary
orientations as well as underlying assumptions"
(Venkatraman, 1989a, p. 945). As stated in the previous
chapter, developing an instrument to measure strategy in the
lodging industry context, and then testing its predictive
validity in its relationship to performance, is the main
objective of the current research study. Thus,
circumscribing the conceptual domain of the strategy
construct is critical to this exercise. Venkatraman used
four boundaries to anchor the strategy construct: scope,
hierarchical level, domain, and intentions versus

realizations.

The current study follows this scheme with the
exception that whereas Venkatraman (1989a) viewed scope in
terms of means or ends (actions or goals), scope in this
study is viewed as content or process. Organizations may
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follow similar strategy-making processes but may actually
choose different strategies (content). Thus, this study
focused on strategy content rather than the process(es) by

which it is arrived at.

It is generally agreed in strategy research that there
are three levels of the strategy concept - corporate,
business, and functional (Hofer & Schendel, 1978). Whereas
corporate strategy is too broad a concept for studying firms
involved with multiple product-market segments (Venkatraman,
1989a), functional strategy is too narrow and is subsumed in
the integrative role played by business~level strategy.
Thus, it is the business-level strategy which was studied in

this research.

The issue of domain is concerned with the choice
between parts versus holistic perspectives (Venkatraman,
1989a). The former refers to a focus on one or two
functional areas, whereas the latter refers to viewing
strategy in more comprehensive terms. In keeping with the
philosophy of business-level strategy mentioned previously,

a holistic perspective was adopted here.

The last issue involved in delineating the boundaries
of the strategy construct is the distinction between
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intended and realized strategies (Mintzberg, 1978). As
strategies intended but not realized cannot possibly affect
performance, whereas emergent strategies though unintended
do affect performance, it is the realized strategy which was

the focus of this study.

Not specifying the boundaries as discussed above and,
more importantly, not constraining research to the
boundaries specified can result in questionable construct
validity and throw doubts on the results obtained. As will
be seen in the later sections of this chapter, not anchoring
the constructs firmly within such boundaries may also

explain many of the inconsistencies in previous research.

Chapter Preview

The purpose of this chapter is to review the literature
on the constructs of strategy and performance and their
inter-relationship. This is done by first reviewing the
theoretical underpinnings of strategy as a research
construct, in terms of the boundaries described above, and
the approaches to measure it. This is followed by a review
of the literature on the strategy-performance relationship,
with special emphasis on the operationalization/measurement
problems encountered in such research. The later part of
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this chapter exclusively examines the critical shortcomings
of extant hospitality research in its attempt to confirm the

strategy-performance relationship.

The Concept of Strategy

Strategy Definitions

Etymologically, the word strategy can be traced to the
ancient Greek strategos meaning the art of the general.
A large volume of literature on strategy has accumulated
over the past four decades but no universally accepted
definition has emerged (Venkatraman & Grant, 1986). There
have been, however, a number of attempts by various
researchers to define and measure strategy from different
theoretical underpinnings. It is important to look at the
major contributions of prominent strategy researchers in

this effort.

Two of the earliest researchers to study organizational
strategy were Chandler (1962) and Ansoff (1965). Chandler
viewed strategy as a descriptive concept, contrary to the
prevalent thinking at that time. He suggested that strategy
was the means by which an organization achieves its goals
and objectives. Ansoff observed strategy as the decision
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rules and guidelines that define the scope and growth
direction of a firm. According to Ansoff, the decisions
made by the management in relation to the product/market
domain reflect the essence of a firm’s strategy. Other
researchers who defined strategy and their descriptions of
the concept are presented in Table 1 in chronological
order. According to Schendel and Hofer (1979), the concept
of strategy has four major components: (a) scope, defined
by product/market and geographic territories, (b) resource
deployments and distinctive competencies, (c) competitive

advantage, and (d) strategy.
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Table 1. Definitions of Strategy

Dror (1971)

Hofer and Schendel (1978)

Bourgeois (1978)

Mintzberg (1978)
Mintzberg and Waters (1982)
Miles and Snow (1978)

Porter (1980)

Hambrick (1980}

Thompson and
Strckland (1981)

Leontiades (1982)

Bower (1982)

Steiner, Miner
and Gray (1982)

Application of structured rationality to problems of choice

A match among organizational purposes, resources, skills,
environmental opportunities, and risk ... the way the
organization's aspirations are linked to its non-controllable
environment

How an organization defines its relationship to the
environment in pursuit of its objectives

A pattern in the stream of decisions about
a firm’s domain

A pattern or stream of major and minor decisions about an
organization's passible future domains

Steps taken by an organization to ensure or protect its
competitive position in the market

A pattern of important decisions that (1) guides the
organization in its relationships with its environment, (2)
affects the internal structure and processes of the
organization, and (3) centrally affects the organization’s
performance

Giving purposeful direction, formulating

means to accomplish goals, marshaling and allocating
resources, directing pursuit to produce desired results ...
how an organization’s purposes and objectives are to be
accomplished

Systematic methods for dealing with uncertain
environments ... what course of action to follow, what steps
to take

Management of the fundamental relationship across the
boundary of a system and its environment

Formulation of the organization's basic
mission, purposes and objectives ... and the program to
achieve them
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These definitions vary semantically from one another.
A central theme, however, is that strategy is a set of
concerted actions an organization adopts to achieve its
desired performance goals. In the process, strategy
addresses specific product/market domains and co-aligns

internal structures with the external environment.

Early researchers tended to view strategy as a
situational art. The chief executive of an organization
devised a comprehensive plan to balance the objectives of
exploiting opportunities and avoiding threats while
emphasizing the internal strengths and correcting
weaknesses (Andrews, 1971; Chandler, 1962). Later research
brought to light the subtler intricacies associated with
the concept - such as the distinction between deliberate or
intended, emergent, and realized strategies (Mintzberg,
1978), and the lag effect of strategy on performance
(Miller & Freisen, 1983; Mintzberg, 1978; Snow & Hambrick,

1980).

Levels of Strateqgy

The strategy content varies with the hierarchical level
of the organization (Schendel & Hofer, 1979). Literature
suggests that there are four distinct hierarchical levels
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of strategy related to the different levels of organization
structure. They are the institutional level (Parsons,
1960; Thompson, 1967), the managerial/corporate level
(Parsons, 1960; Schendel & Hofer, 1979; Thompson, 1967), the
business/competitive level (Schendel & Hofer, 1979), and the
technological/functional 1eve; (Schendel & Hofer, 1979;

Thompson, 1967).

At the institutional level, strategy content
comprehends how an organization integrates with its
external environment. The overall role of the organization
is defined at this level, thus establishing the constraints
within which the organization must operate (Parsons, 1960;

Thompson, 1967).

The next level of strategy, the managerial level
(Parsons, 1960; Thompson, 1967), has also been labeled
corporate-level strategy in the context of an economic
organization (Schendel & Hofer, 1979). Reflecting the
concerns of stockholders and society (Rumelt, 1974),
strategy content at this level addresses the domain
definition of an organization (Bourgeois, 1980), i.e., what
business should the organization be in, and how its business
activities are integrated with the internal and external
environments of the organization. Taking a portfolio
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approach and concentrating on the distinctive competencies
of the organization, strategies at this level include
concentration, product/market development, innovaticn,
horizontal/vertical integration, joint ventures,
concentric/conglomerate diversification,
retrenchment/turnaround, divestiture, and liquidation
(Rumelt, 1974). Necessarily, such decisions are made by

the top management of an organization.

The business-level or competitive strategy of an
organization, in contrast, is concerned with the domain
navigation issues (Bourgeois, 1980). The focus is on how an
organization competes within a chosen product/market
segment (Hofer & Schendel, 1978). Resource allocation and
integration of the different functional aspects of the
organization are integral to this level of strategy
(Schendel & Hofer, 1979). Heavily influenced by the task
environment, decisions at this level are made by the
business unit managers which include, inter alia,
strategies of differentiation, segmentation, positioning,

and profitability (Dev, 1988).

At the lowest level of strategy making, viz., the
functional 1level or the technological level (Thompson,
1967), functional strategies in the areas of marketing,
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finance, operations, administration, research and
development, and human resources are determined. The
emphasis here is on finding the best way to
implement/execute the strategic plan of the company (Pearce
& Robinson, 1982), and the manner in which the different:
functional parts of an organization will discharge their
responsibilities in tune with the organization’s overall

competitive strategy (Schendel & Hofer, 1979).

Strategy Content and Process

The literature on strategy can be broadly classified
into two categories - research on the process of strategy
(Bourgeois, 1980; Hofer & Schendel, 1978; Mintzberg, 1978;
Mintzberg & Waters, 1982; Reid & Olsen, 1981) as opposed to
research on the content of strategy (Ansoff, 1965; Hambrick,

1980, 1983a; Miles & Snow, 1978; Rumelt, 1974).

The first stream of research is concerned with strategy
formulation and implementation. Strategy formulation
encompasses development of the business mission, goals and
objectives, and resource allocation decisions to achieve
such goals and objectives (Hofer & Schendel, 1978). The
strategy implementation decisions are concerned with the
adoption of administrative structures and control systems,
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in addition to the resource allocation issues (Bourgeois,
1980). Hofer and Schendel developed a strategy formulation
model consisting of seven steps describing how organizations
arrive at strategic decisions. These seven steps are:
strategy identification, environmental analysis, gap
analysis, strategic alternatives, strategy evaluation, and
strategic choice. In the hospitality literature, Reid and
Olsen (1981) proposed a similar seven-step planning model
which they recommended for the facilitation of strategy

formulation, implementation and evaluation.

In contrast to the process of strategy which answers
the how question, strategy content is concerned with the
what question. "Strategy content research is defined as
research which examines the content of decisions regarding
the goals, scope and/or competitive strategies of
corporations, or of one or more of their business units"
(Dev, 1988, p. 34). Strategy and performance; environment,
strategy and structure; and strategy taxonomies, are the
important variables usually studied in strategy content
research (Jauch, 1983). Whereas taxonomies refer to
classification schema arrived at through empirical means,
typologies refer to similar classification means developed
from theory. Strategy literature has a number of strategic
typologies put forward by various researchers (Buzzell,
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Gale, and Sultan, 1975; Hofer & Schendel, 1978; Miles, 1982;
Miles & Snow, 1978; Porter, 1980; Utterback & Abernathy,
1975; Vesper, 1979; Wissema, Van der Poll, and Messer,
1980). While the classifications put forward in these
typologies may be somewhat varying, one common basis

underlying all of them is strategic choice.

Strategic Choice

The concept of strategic choice advocates that
organizations can and do choose appropriate actions to suit
their respective positions in the environment. Cchild (1972)
calls such a choice as being able to define and manipulate
the organization’s domain. Cyert and March (1963), Hofer and
Schendel (1978), and Porter (1980) also hold a similar
view. To the extent that different organizations within an
industry may make different strategic choices about their
domain definition and navigation, understanding and taking
into account such varying domains is an. essential pre-
requisite to the study of organizations (Child, 1972). Hofer
(1975) has aptly summed up this argument thus: "unless one
is willing to admit the possibility that there exists some
strategy or set of strategies which are optimal for all
businesses (corporations) no matter what their resources and
no matter what environmental circumstances they face ... any
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theory of business (corporate) strategy must be a
contingency theory" (p. 785-786). Strategic choice is thus

integral to any business strategy theory.

Since different organizations may make different
strategic choices, even though all of them may be in the
same industry, the specific choices made in each case will
have a direct bearing on their individual performances.
Thus, content of strategy at the business 1level is the main

focus of the subsequent sections of this dissertation.

Measurement of Business Strategy

Three Approaches

Despite so much interest in strategy reéearch, no
universally accepted operationalization of the construct of
business strategy exists. This lack of consensus among
researchers regarding the measure of strategy is
attributable to the wide differences in the vocabulary
adopted by researchers in the various disciplines of
strategic management (Ginsberg, 1984). Venkatraman (1989%a)
classified the various approaches to strategy measurement
into three types: (1) narrative approach, (2) classificatory
approach, and (3) comparative approach.
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Narrative Approach

The narrative approach to strategy measurement is based
on the view that strategy is a holistic concept which,
because of its being unique to each setting (Andrews, 1980),
should be described in verbal terms. Early strategy
researchers adopted this atomistic view of strateqy, i.e.,
each firm was considered unique in every respect.
Furthermore, early strategy research did not take into
account the distinction between the various levels of
strategy discussed previously, or the contingency
perspectives (Ginsberg & Venkatraman, 1985). However, these
viewpoints have changed significantly in the past two
decades, and led to the notion that "the narrative
approaches should give way for superior schemes"

(Venkatraman, 1989a, p.943).

Classificatory Approach

As Dess and Davis (1984) pointed out, the revised view
of strategy research reflected the acceptance of
commonalities existing between firms in a given industry.
The classificatory approach to strategy measurement reflects
this view, with strategies being classified either
conceptually or empirically. Strategy classifications
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derived conceptually are called typologies, whereas similar
classifications arrived at through empirical means are

termed taxonomies.

Researchers have postulated a number of strategic
typologies since the ’60s. Some of the prominent ones are
those developed by Utterback and Abernathy (1975), Hofer and
Schendel (1978), Miles and Snow (1978), Porter (1980), and
Wissema et al. (1980). While all these typologies use
different nomenclature to describe the groups of firms
following various strategy types, most of these researchers
conclude that there are but a few identifiable strategies.
In fact, this parsimonious representation of strategy has
been the principal attraction of following this approach to
strategy classification/measurement. Among the most
venerated and researched strategic typologies, Miles and
Snow’s and Porter’s typologies stand out. More follow up
research and literature exists on these two typologies than
any other. All the hospitality strategy researchers have

based their studies on one or the other of these typologies.

Among the prominent empirically derived strategic
taxonomies, the works of Buzzell et al. (1975), Miller and
Friesen (1978), and Galbraith and Schendel (1983) have
received wide attention. Such taxonomies are based on
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internally consistent configurations of strategic
dimensions. Miller (1981) and Hambrick (1983b) referred to
these configurations of like strategies as "gestalts"
referring to "tightly interdependent and mutually supportive
parts, the significance of which can best be understood by

making reference to the whole" (Miller, p. 3).

While the strategic typologies are conceptually
elegant, they are too broad and general; whereas the
strategic taxonomies rely heavily on the correct choice of

underlying dimensions (Venkatraman, 1989a).

Comparative Approach

The third approach to strategy measurement, viz., the
comparative approach, relies on isolating and measuring key
strategic dimensions. Strategy is treated in this approach
as a multi-dimensional, multi-faceted construct, and the
emphasis here is on measuring the differences on a large set
of strategic characteristics which "collectively describe
the strategy construct" (Venkatraman, 1989a, p. 944).
Though less parsimonious than either of the classificatory
approaches discussed previously, the comparative approach
gives more depth and breadth to strategy measurement.
Researchers such as Dess and Davis (1984) have used this
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approach to study the differences in strategies adopted by

different firms in a given industry.

Bybrid Methods

Early strategy research used either coarse-grained
survey research methods or fine-grained case study
approaches. Harrigan (1983) strongly equivocated the use of
hybrid methodologies and multi-method measurement of
business strategy, if the potentially large and
unexplainable error terms common in survey research and the
lack of generalizability in case study research are to be
avoided. Influenced by similar thinking, many researchers
of business strategy have turned to the use of strategic
grouping as a balancing act in the measurement of strategy.
Porter (1980) noted that the notion of strategic grouping is
an intermediate frame of reference to study organizations,
compromising the extreme views of treating each firm
separately and studying all firms in an industry together as

a whole.

In so far as research on strategic grouping has at its
heart the normative theory that different organizations
within a given industry follow different strategies, and
further that such varying strategies have differing
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performance implications, a brief review of this stream of
research on strategic grouping is very relevant to the
present context. However, it is first necessary to
introduce the other major construct of interest in this
study, viz., performance. Therefore, a review of the use of
the performance construct in strategy research is presented
next before discussing the stream of literature on strategic

grouping which studies the strategy-performance link.
Performance

The ultimate objective of strategic management is
performance improvement (Venkatraman & Ramanujam, 1986).
Given an environment in which an organization is
operational, the choice of appropriate strategies and their
effective implementation should intuitively 1lead to better
performance than in the alternative. Thus, organizational
performance is a major variable studied in strategy
research. Yet, there still remains a great degree of
controversy on the definition of organizational performance
and its measurement. Snow and Hrebiniak (1980) felt that
multifaceted phenomenon that performance is, it is difficult
to understand the concept and measure it. Bedian (1986)
commented about the divergent definitions, differing
explanatory variable sets, and unintégrated analysis of
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performance in organizational research. Venkatraman and
Ramanujam aptly summed up the situation thus: "... the
treatment of performance in research settings in perhaps one
of the thorniest issues confronting the academic researcher
today. With the volume of literature on this topic
continually increasing, there appears to be little hope of
reaching any agreement on basic terminology and

definitions" (p. 801).

Venkatraman and Ramanujam (1986) stated that the
importance of performance in strategic management can be
argued along three dimensions: theoretical, empirical, and
managerial. Viewed in theoretical terms, performance is
the time test of any strategy (Schendel & Hofer, 1979).
Empirically, performance is used to test strategy content
and process issues (Miles & Snow, 1978). From the
managerial point of view, performance relates to the

prescriptions employed for performance improvement.

Anderson (1982) categorized organizational performance
theories into two types - economic and behavioral.
Following Parson’s (1956) classification of organizations
by type of goals or functions, Randolph and Dess (1984) say
that measuring the performance of business organizations by
financial criteria is quite appropriate. Snow and
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Hrebiniak (1980) agree with this with some reservations.
They opined that profitability does not fully account for
organizational effectiveness. However, they felt that
because well managed firms should perform better than poorly
managed ones, using economic performance in the study of

strategy is acceptable.

Thus, profitability and growth are two aspects which
have been most predominantly used in performance
measurement in extant literature. Whether performance
should be measured with a single measure or multiple
measures is a controversial issue (Hatten, Schendel, &
Cooper, 1978). Tosi and Slocum (1984) and Bedian (1986)
feel that profitability is the single most important
criterion by which business performance should be measured.
However, according to Venkatraman and Ramanujam (1986),
business performance is only (emphasis added) a subset of
the overall concept of organizational effectiveness.
Therefore, it is a controversial issue whether performance
measures which are of primary importance to organizations
should be preferred over those that are of greater import
to society at large (Parsons, 1960; Price, 1972; Steers,
1975). For the time being, organization-relevant measures
seem to be holding the attention of most researchers, in so
far as the literature is replete with return on investment
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(ROI), return on assets (ROA), return on equity (ROE),
market share, sales and profit as the variables mostly used

to measure business performance.

Strategy-Performance Link

While the strategy-performance linkage has always been
of great interest to researchers both for its descriptive
and prescriptive value, the strategic typologies enumerated
by Miles and Snow (1978) and Porter (1980) have given a
boost to this research. As a result, in the last decade,
there have been several attempts to test and validate these

two typologies in studying the strategy-performance link.

Snow and Hrebiniak (1980) studied four different
industries to examine the relationship between strategy,
distinctive competencies and performance. They found that
only one distinctive competence, product research and
development, discriminated among the four organizational
strategies. They also found that strategy was a more
powerful variable than industry affiliation in explaining
performance variation. They concluded that significantly
divergent strategies can co-exist among different firms

within the same industry.
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Hall (1980) studied 64 firms in eight manufacturing
industries to investigate the relationship between firm
strategies and financial performance. The target firms were
all operating in hostile environments. He found that
achieving the lowest delivered cost and/or the highest
product/service/quality differentiation were the two
strategies adopted by the more successful firms in their

respective industries.

Hambrick (1983a) tested Miles and Snow’s (1978)
typology using the Profit Impact of Market Share (PIMS)
database, and found differences in performance between
defenders and prospectors. Galbraith and Schendel (1983)
also concluded, from their study based on a consumer and
industrial products database, that performance varied by
distinctive strategic postures maintained by their sample
firms. Based on their factor and cluster analyses,
Galbraith and Schendel identified distinct strategic types
of firms leading to their postulation of a strategic

taxonomy.
Prescott (1986) also used the PIMS database and

analyzed 1638 firms’ strategy and performance. Classifying

strategy into cost efficiency, asset parsimony and
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scale-scope, he found that these variables explained 40% of

the variance in firm performance as measured by ROI.

Schoeffler, Buzzell, and Heany (1974) and Schoeffler
(1977) also utilized the PIMS database to study a sample of
industrial firms and found that corporate strategy and
market conditions jointly accounted for 80% of the variance
in ROI. 1In general, most studies using the PIMS database
conclude that market share and profitability are causally
related (Buzzell et al. 1975). Perhaps the most concerted
research program on the relationship between strategy and
performance in the manufacturing industry is what has come
to be termed as the ‘Purdue Studies,’ led by Hatten et al.
(1978), Schendel and Patton (1978), and others. All these
studies attempted to identify strategic groups in the U.S.
brewing industry and tried to relate firm performance to

strategic group membership.

Strategic Groups

The concept of strategic groups has been receiving
increasing attention in the last decade, as researchers try
to understand why and how different sets of firms in a
given industry achieve varying performance levels. Simply
stated, strategic group refers to a group of firms in an
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industry which adopt similar strategies to compete in the
market place. In so doing, these firms diverge from other
groups of firms in their strategic orientation. Whether
such strategic grouping has any bearing on the differing
performance levels of firms within an industry has been a
matter of interest to strategy researchers, both for its
explanatory power as well as predictive utility with regard

to firm performance.

Hunt (1972) first coined the term strategic groups in
departing from the traditional Bain and Mason paradigm,
which took a deterministic view of the structure-performance
relationship, characteristic of the Industrial Organization
researchers. According to this paradigm (Bain, 1956; Mason,
1939), the structure~conduct-performance framework governs
an industry’s operations. Industry structure was viewed as
an inviolable influence on the constituent firms’
performance, with very little independent role for conduct
(strategy). According to this tradition, since conduct was
determined by structure, researchers could directly study
the structure-performance relationship without regard to
the possible ability of firms to vary their strategic
orientation to change their performance 1levels. Hunt
disagreed with this view. 1In his study of the U.S. home
appliance industry in the 1960s, he found different groups

LITERATURE REVIEW 57

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



adopting common strategies to compete with other groups, in
an industry characterized by intense rivalry. Hunt labelled
them strategic groups. This concept was extended by Newman
(1972) who noted that strategic grouping counters the

possibility of collusion of firms, typically central to the

Industrial Organization view.

A number of subsequent researchers have studied the
concept of strategic groups from a theoretical standpoint
(Porter, 1980) as well as through empirical investigations
(Cool & Schendel, 1987, 1988; Dess & Davis, 1984; Fiegenbaum
& Thomas, 1990; Mascarenhas, 1989; Mascarenhas & Aaker,
1989). Notwithstanding this growing interest in the concept
of strategic groups, research findings on the strategy-

performance relationship are still equivocal.

Problems w strateqic group research

Two problems recurring in most research on strategic
groups are of particular interest here. First, despite a
lot of research interest in this area, no systematic
procedure to operationalize the concept of strategic groups
has emerged. The strategic variables that impact
performance vary from industry to industry. As such, an
in-depth knowledge of the industry in which the research on
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strategic grouping is being attempted is absolutely
imperative to capture the relevant strategy variables (Cool
& Schendel, 1987; Mascarenhas & Aaker, 1989). Following
this basic assumption, correct as it is, researchers have
focused their work on single industry empirical
investigations in different industries with which they were
most familiar (e.g., Cool & Schendel, 1987, pharmaceuticals;
Mascarenhas & Aaker, 1989, oil drilling; Fiegenbaum and
Thomas, 1990, insurance). In the process of tailoring each
study to the industry in which it is being conducted, no
broad-based consensus has been arrived at on the general
strategic variables that need to be considered in
operationalizing the concept of strategic groups. Normally,
replication of any given research in different settings
should increase the external validity. However, this is
true only if the research findings are consistent across
several studies. If the results are inconsistent, as is
the case in this stream of research, not only is external
validity not established but the very basis of the
research, including the operationalization used, is also

rendered questionable.

Porter (1980) has identified several strategic
dimensions that "capture the possible differences among a
company’s strategic options in a given industry" (p. 127):
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specialization, brand identification, push versus pull,
channel selection, product gquality, technological
leadership, vertical integration, cost position, service,
price policy, leverage, relationship with parent company,
and relationship to home and host government. While the
industry setting influences the scope of differences along a
particular dimension, and other dimensions may be
appropriate for particular industries, Porter (1980) is
unequivocal in his assertion that these dimensions describe

a firm’s strategic position.

While acknowledging Porter’s (1980) contribution, and
that his theory is not tested (Cool & Schendel, 1987), none
of the researchers to date have captured all these
dimensions in their operationalization of strategic groups.
Cool and Schendel have taken into account only
specialization, brand identification, push versus pull,
channel selection, and technological leadership.
Mascarenhas and Aaker (1989) have used specialization,
technological leadership, and vertical integration.
Fiegenbaum and Thomas (1990) have considered only
specialization, cost position, and leverage. Donsimoni and
Leoz-Arguelles (1981), Oster (1982), Tassey (1983), and
Hergert (1983) have likewise considered only a few of the
strategic dimensions identified by Porter. Strategy is a
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multi-dimensional concept, impacted as it is by the industry
forces of competitors, substitutes, potential entrants,
buyers, and suppliers (Porter , 1980). Thus, it is
essential that a maximum number of possible dimensions of
strategy should be captured in operationalizing the
construct in any strategy research, if rich dividends are
to be expected. In contrast, extant research has taken
into account less than half of the strategic dimensions

postulated by Porter.

The second problem is the inconsistent support from
empirical investigations of the effect of strategic grouping
on firm performance. Different researchers have used
varied measures of firm performance. While Cool and
Schendel (1987, 1988) and Fiegenbaum and Thomas (1990) have
used market share, weighted market share, and risk-adjusted
measures of these two shares, Mascarenhas and Aaker (1989)
have used return on assets. Strategy research has
generally used, among others, sales growth, return on
investment, return on equity, and return on sales as

measures of performance.

There seems to be a fundamental difference
distinguishing researchers as far as performance measures
used is concerned. The PIMS program treats market share as
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a competitive position/strategy factor (Buzzell et al.
1975). While information on return on assets, etc. is
available in the database, the PIMS design treats only
return on sales and return on investment as the performance
measures. Hence, almost all strategy researchers using the
PIMS database use these performance measures, though some
exceptions do exist such as Dess and Davis (1984) who used
annual sales growth and return on total assets. 1In
contrast, as noted earlier, several researchers not using
the PIMS database have considered market share and its
derivatives as performance measures rather than strategy

factors as the PIMS program does.

While many researchers have confirmed the existence of
strategic groups in the different industries studied by
them, not all of them could establish that some groups were
better performers than others. In the absence of such
evidence, it has become impossible to understand (much less
be able to predict) which strategic variables lead to

increased performance.
Strategy-Performance Research in the Hospitality Industry
In the hospitality literature, Schaffer (1986), Dev

(1988), Tse (1988), West (1988), and Crawford-Welch (1990)
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studied either directly or indirectly the
strategy~performance relationship. West and Anthony (1990)
followed up on West’s dissertation work. While Schaffer and
Dev studied the lodging industry, West and Tse studied the
restaurant industry, and Crawford-Welch studied both.
Schaffer, Dev, and Crawford-Welch followed Miles and Snow’s
typology to operationalize strategy. West and Tse adopted
Porter’s generic strategies. A review of this 1literature

follows.

affe 986

Schaffer’s study was aimed at (1) studying the
characteristics of competitive strategies in the lodging
industry, (2) comparing the strategic grouping obtained in
this study with Miles and Snow’s (1978) strategic typology,
(3) studying the performance differences between lodging
firms following different strategies, and (4) studying the
strategy-structure match and its impact on firm performance
in the lodging industry. Schaffer drew his sample from the
1984 Directory of Hotel and Motel Systems. He excluded
hotel companies headquartered outside the U. S. and those
firms with hotel units primarily 1located abroad. Also
excluded were hotel firms which operated 1less than three
units. According to Schaffer, there were 350 lodging firms
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which met these criteria, representing "approximately 35% of
the total number of domestic lodging units" (p. 88). This

study was based on a final sample of 101 lodging firms.

Of the six hypotheses Schaffer tested, the following
are relevant to the present context: "Hl: Strategic
archetypes corresponding to Defenders, Prospectors,
Analyzers, and Reactors will be distinguishable from
identifiable groupings of important strategy
characteristics" (p. 11); and H5: There are no differences
in the performance of organizations that are classified
according to their strategic group memberships" (p. 12). 1In
addition, Schaffer’s sixth hypothesis tested if the
strategy-structure match resulted in higher levels of

performance.

Schaffer used the self-typing method in which
respondents answered a structured questionnaire mailed to
them. To operationalize strategy, Schaffer primarily used
the instrument developed by Dess and Davis (1984) and added
five strategic characteristics "that specifically address
factors specified by Miles and Snow (1978) but were not
included in ... Dess and Davis’ strategic dimensions ... "

(p. 106).
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Porter (1980) described several strategic dimensions
that "usually capture the possible differences among a
company’s strategic options in a given industry" (p. 127).
These dimensions, as described by Porter, are
specialization, brand identification, push versus pull,
channel selection, product quality, technological
leadership, vertical integration, cost position, service,
price policy, leverage, relationship with parent company,
and relationship to home and host government. According to
Porter, firms in any given industry adopt "a number of
different though internally consistent combinations of
(these) dimensions" (p. 129). Dess and Davis (1984) in
their study of the paint industry adopted some of these
strategic dimensions articulated by Porter in developing
their research instrument to measure the strategic

orientations of their respondent firms.

Schaffer compared the 21-item scale of Dess and Davis’
(1984) instrument with the strategic characteristics
described by Miles and Snow {1978) to identify any missing
characteristics not taken into account by Dess and Davis.
It is thus that Schaffer’s instrument had 26 strategic
characteristics as shown in Table 2, the last five of which
were the additions made by him to the Dess and Davis’
instrument. Schaffer asked the CEOs of respondent firms to
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indicate the degree of importance associated by them with
each strategic characteristic in the survey instrument. 1In
so doing, respondents were asked, "to think of the
organization’s pattern of behavior over time rather than
for any specific period" (p. 88), and "to focus their
responses on operations for which the organization has
direct control and profit responsibility, excluding

franchised operations (emphasis added)" (p. 88).
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Table 2. Strategic Characteristics used in Schaffer’s

instrument

Strategic Characteristic/Method

01.
02.
03.
04.
050
06.
07.
08.
09.
10.
11.
12.
13.
14.
15'
16.

17.
18.
19.
20.
21.
22.
23.
24.
25.
26.

New Product/Service Development

Customer Service

Operating Efficiency

Product/Service Quality Control

Experienced Trained Personnel

Maintain Extensive Inventory Levels

Competitive Pricing (Price Leadership)

Broad Range of Products/Services
Developing/Refining Existing Products/Services
Brand Name Identification

Innovation in Marketing Techniques and Methods
Control of Channels of Distribution

Procurement of Raw Materials

Minimizing the Use of Outside Financing

Serving Special Geographic Markets

Capability to Produce and Deliver Specialty Products and
Services

Products or Services in High Price Market Segments
Advertising

Reputation Within Industry

Forecasting Market Growth

Innovation in Service Processes

A Narrow Product/Market Focus

Stability in the Operating Environment

Continually Searching for New Market Opportunities
Environment Scanning Activities

Continual Change in the Operating Environment

Source: Schaffer (1986)
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Schaffer used two performance measures in his study:
(1) percentage change in total revenue, and (2) average
percentage of income after property taxes and insurance,
following the example of Hambrick (1983b) and Dess and
Davis (1984), and the normative prescription of Pannell
Kerr Forster (1983) for the lodging industry. The
respondents were asked to consider the 4-year period
1979-’82 and rate their performance on both these measures
on a 5-point interval scale relative to the overall industry

averages.

Following a principal component analysis, a S5-factor
solution, accounting for 47.5% of the total variance, was
found to be the most acceptable. Schaffer labeled these
five factors as Efficiency/Quality Controller,
Prospector-like, Internalized Resource Controller,

Market (ing) Focused Analyzer, and Geographic Focused Price
Leadership, based on the strategic characteristics that
significantly loaded on to each of the factors. Analyzing
the strategic characteristics of each factor, Schaffer
concluded that the Efficiency/Quality Controller strategy
was similar to Miles and Snow’s (1978) defender type. He
argued that Market(ing) Focused Analyzer and Geographic
Focused Price Leadership strategies were like those followed
by analyzers, and he equated the 1Internalized Resource
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Controllers to the reactors of Miles and Snow’s typology.
Notwithstanding the presence of two distinct types of
analyzers in his classification, Schaffer argued that his
results confirmed the presence of Miles and Snow’s

strategic types in the lodging industry.

To test the rest of the hypotheses, the respondent
firms had to be categorized into strategic groups. For
this, Schaffer performed two cluster analyses - one using
the factor scores and another using the raw data. The
objective of doing two cluster analyses was to validate the
cluster solutions by comparing them with each other. After
trying out various combinations of 4-, 5-, and 6-factor
solutions with 4-, 5-, and 6-cluster solutions, a
5-factor/5-cluster solution was chosen as the most
appropriate. Based on an examination of this solution
together with the highest and lowest average factor scores
for each of the clusters, five strategic groups were named:
Do-It-All Differentiators, Internalized Resource
Controllers, Narrow Focused Marketing Innovators,
Efficiency/Quality Controllers, and Geographic Focused Price
Leaders. A similar analysis was done using the raw scores
of the 26-item scale, instead of the factor scores. Though

a 5-cluster solution was accepted in this case as well, the

LITERATURE REVIEW 69

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



cluster solution based on factor scores was accepted as the

basis for further analysis.

Firms classified as Do-It-All Differentiators were
found to be both prospector- and defender-like at the same
time. They emphasized "uniqueness and innovation as well
as efficiency and quality control" (p. 168). Internalized
Resource Controllers were concerned with control of
resources and were characterized by an internal focus.
Considering that the strategic characteristics of the firms
in this group were very unlike any that can be expected in
service organizations, Schaffer concluded that they 1lack a
strategic focus and "may well represent the ’‘reactor’ types
referred to by Miles and Snow" (p. 169). The Narrow Focused
Marketing Innovators exhibited an emphasis on innovative
marketing techniques, advertising and so on, but a
de-emphasis on gquality, cost control and other efficiency
factors. The Efficiency/Quality Controllers were those
firms which exhibited "defender/cost leadership type of
strategy with an aversion toward innovation" (p. 170).
Last, Geographic Focused Price Leaders were found to
emphasize concentration in limited geographic markets and
price leadership with a de-emphasis on both efficiency and
innovation. Schaffer concluded these firms were
analyzer-like by Miles and Snow’s typology.
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If one accepté Miles and Snow’s (1978) theory,
different competitive strategies would be expected to lead
to different performance levels. Specifically, defenders,
prospectors and analyzers should perform better than
reactors. Schaffer used a one-way ANOVA procedure to test
whether there were performance differences between his five
strategic groups. Contrary to expectations, no
statistically significant differences were found in the
mean performance measures. As part of his further analysis
(the details are omitted here as they are not relevant to
the present context), Schaffer divided his respondent firms
into four categories: transient hotels, resort hotels, |
motels with restaurants, and motels without restaurants. A
chi-square test established statistically significant
differences in strategies popularly employed by these four
categories of lodging firms. Schaffer also analyzed the
performance differences across the five strategic types in
each of these four industry categories. Except in the case
of motels with restaurants, no significant differences were
found in the mean performance scores of the different
competitive strategy types in the three other industry
categories. In the case of motels with restaurants,
significant differences at less than 0.05 level occurred in
tﬁree of the five performance scores. Duncan’s test
indicated that Do-It-All Differentiators had significantly
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higher mean performance scores than Narrow Focused

Marketing Innovators in all three instances.

pev_(1988)

Dev’s study of 204 U. S. lodging firms was aimed at
investigating the relationship between perceived
environmental uncertainty, business strategy, and financial
performance. The strategic typology used in Dev’s study is
also that of Miles and Snow (1978). Unlike Schaffer
(1986), Dev chose his unit of analysis to be the individual
hotel. He drew his sample from a national data base of
25,711 lodging units in the U. S. maintained by Laventhol
and Horwath (which is no longer in existence). Guided to
some extent by the structure of the data base, and a key
consideration of requiring the existence of a top management
team, Dev selected as his sample frame all hotels with 150

Oor more rooms.

The central hypothesis relevant to the present context
that Dev formulated is that no differences will be found in
the performance of hotels classified according to their
strategy type. He also tested the same hypothesis in two

different environment conditions ~ stable and volatile.

LITERATURE REVIEW 72

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



To operationalize strategy, Dev followed Snow and
Hrebiniak (1980) who used descriptive statements to clarify
the terms defenders, prospectors, analyzers, and reactors,
and asked respondents to choose the strategy which best
described their firm’s strategic orientation. Dev also
used Schaffer’s (1986) approach of asking the respondents
to rate a set of strategic characteristics, as originally
tried by Dess and Davis (1984). 1In adapting Schaffer’s
26-item scale of strategic characteristics, Dev made two
significant improvements. Schaffer did not make any changes
in his original scale even after the feed back in his pilot
test suggested that the respondents did not understand the
scale statements in the same way the researcher intended.
Dev corrected this mistake by replacing the original
statements with the corresponding suggestions made by
Schaffer’s pilot test respondents. In purifying the scale
as above, Dev also detected and eliminated some superfluous
statements and ended with a 23-item scale of strategic

characteristics as shown in Table 3.
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Table 3. Strategic Characteristics used in Dev’s Instrument

Strategic Characteristics/Methods

01. Serving specific markets/segments

02. Controlling sources of business

03. Financial/Cost control

04. Training and development

05. Building reputation of property in the community

06. Monitoring guest satisfaction

07. Providing high service level

08. Quality control

09. Maintaining market leadership

10. New product/service development

11. Maintaining high inventory of food, beverage, and
operating supplies

12. Providing many facilities/services

13. Selling at your lowest rate

14. Testing new marketing ideas and methods

15. Serving a variety of customer groups

16. Controlling material/supply sources

17. Using debts (loans) to finance projects

18. Providing special services

19. Trying innovative service ideas/methods

20. Maintaining operational efficiency

21. Searching for new markets/opportunities

22. Keeping track of competition

23. Regular renovation/refurbishment

Source: Dev (1988)
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The other important change effected by Dev is with
respect to the semantic anchors for the 23-item scale.
Dev’s pilot test showed that using not important and very
important as the semantic anchors for the strategy
characteristics led the respondents to think in terms of
intended strategies rather than realized strategies
(Mintzberg, 1978). Intended strategies may not always
materialize in which case they become unrealized strategies.
On the other hand, a firm may adopt originally unintended
strategies as it goes through the process of strategy
formulation and implementation. Thus, the strategies
finally adopted by some firms may be emergent ones which
may be different from their intended ones (Mintzberg,
1978). If we assume the normative theory that strategy
impacts performance to be true, it is only the realized
strategies, which may be intended or emergent, that we
should concentrate on, for it is only strategies that are
actually implemented that can affect performance. As such,
what Dev observed from his pilot test is a very significant
finding affecting instrument construction. Dev corrected
the problem by changing the semantic anchors to not part of
strategy and key part of strategy to ensure that
respondents indeed considered their realized strategies
while responding to his 23-item strategy characteristics
scale.
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Dev operationalized firm performance by measuring two
financial performance indicators: total sales and income
before fixed charges. To render this information
comparable across diverse properties, Dev computed two

measures as follows:
Income before fixed charges

Performance Ratio (PROF) = ~ececceccccccccmcccccnnccccccae

Total sales

Total Sales

Sales Per Available Room (SPAR) = = -

Available Roomnights

Dev employed a variety of factor analytic and
clustering routines to identify any strategic grouping
underlying the 23-item scale of strategic characteristics.
The objective was, of course, to validate Miles and Snow’s
typology with this data. Contrary to Schaffer’s (1986)
claim in a similar effort as discussed previously, Dev did
not find any meaningful groupings 1leading to the conclusion
that the strategy characteristics questionnaire was
"inappropriate for further analysis" (p. 119). As a
consequence, all his further analysis depended on the
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self-typing of strategies furnished by the General Managers
of the respondent hotels, based on the descriptions
provided to them of the Miles and Snow’s four strategic

types.

One-way ANOVA procedures failed to reject the null
hypothesis that "no difference will be found in the
performance of hotels classified according to their
strategy type" (p. 140). Thus the normative theory that
strategy impacts performance could not be confirmed, much
the same as Schaffer (1986) found in his study. Dev,
however, did find a significant relationship between the
strategy-environment match and performance. An interesting
finding by Dev was that analyzers outperformed both

prospectors and defenders in a volatile environment.

West (1988)

In contrast to Schaffer (1986) and Dev (1988), West
used Porter’s (1980) generic strategy typology to study the
relationship between strategy and environmental scanning to
performance. Unlike the two previous studies which were
set in the lodging industry, West’s study was based on
restaurant firms. West used a number of restaurant industry
listings to draw his sample as there is no single source
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where the entire industry, including the multitudinous
small independents, is listed. His study is based on a
final non-random sample of 65 firms with 106 individual
responses, including the CEOs and other top management

members.

The hypothesis of interest here that West tested is,
"High performing firms will espouse at least one generic
intended strategy while firms that do not espouse an
intended strategy will exhibit low performance" (p. 84).
West operationalized strategy through the self-typing
method using descriptions of the three generic strategies
postulated by Porter (1980). Performance was
operationalized by three measures, Return on Sales (ROS),
Return on Assets (ROA), and Growth in Unit Sales. For the
calculation of ROS and ROA, net operating income before tax
and interest was wused. All performance data was collected

for the S5-year period 1982-1986.

ANOVA procedures indicated that only ROS is
significantly affected by strategy, with "firms espousing a
differentiation strategy significantly outperform[ing]
firms following a focus strategy" (p. 152). Given that only
one out of three performance measures was found to be
significantly affected by strategy and, more importantly,
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that firms not following any of Porter’s generic strategies
outperformed those following the focus strategy on all three
performance measures and even those following
differentiation and low cost strategies in Growth of Unit
Sales, West was forced to conclude that his hypothesis
should be rejected. Strategy, evidently, seemed to have no

affect on performance in this study too.

Ise (1988)

Tse’s study of the strategy-structure-performance
relationship paralleled West’s (1988) research. 1In fact,
the survey instrument was common for both these studies.

The operationalization of strategy and performance was also
the same. Tse got responses from 91 restaurant firms. To
test the strategy-performance relationship, Tse departed
from West in the statistical methods used. Instead of
using ANOVA, Tse adopted the chi~-square test by dividing
the firms into high, medium and 1low performers based on
each of the performance measures. However, her results were
identical to West’s in that only ROS showed a significant
variation by strategy. Tse concluded that they "were
inconclusive as to support the relationship between strategy

and performance" (p. 124).
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Crawford-Welch (1990)

Among the various research objectives of
Crawford-Welch’s study, the one which is relevant here is:
"to determine if there exist any significant differences in
the level of performance of hospitality organizations
grouped according to type of business strategy" (p. 36).
Crawford-Welch tried to combine the efforts of Schaffer
(1986) and Dev (1988) on the one hand in studying the
lodging industry, and West (1988) and Tse (1988) on the
other in studying the restaurant industry. His samples
from both these segments were drawn from similar sources
relied on by the previous four researchers. However,
Crawford-Welch got only 30 responses from lodging

establishments and 116 responses from the restaurant

To operationalize strategy, Crawford-Welch also relied
on a self-typing method. He, however, combined the
approaches of Dev (1988) and Schaffer (1986) by using both
descriptor statements of Miles and Snow’s (1978) strategic
typology as well as a 23-item scale of strategic

characteristics. Performance was operationalized by ROS,
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ROA, and Growth in Unit Sales as West (1988) and Tse (1988)

have done.

Factor analytic and clustering routines led

Crawford-Welch to conclude the following:

(1) Factor analysis resulted in only two meaningful factors
conforming to Miles and Snow’s (1978) descriptions of
defenders and prospectors. Thus, it was opined that
this typology has 1limited applicability to the
hospitality industry.

(2) While a few significant differences were found between
low and high performers, these were more in terms of
individual strategic characteristics rather than in
clusters of these characteristics which alone would
have indicated differences in strategies as a whole.
Crawford-Welch concluded: "When firms were classified
as either high or low performers according to return
on sales, return on assets, and growth in unit sales,
there was a high level of consensus in terms of the
distinguishing strategic attributes of the cluster" (p.

374).
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W thon 990

West and Anthony followed up on West’s (1988) work to
study the performance differences between strategic
groupings of firms in the restaurant industry. They used
Dess and Davis’ (1984) 21-item scale of strategic
characteristics to operationalize strategy. Six strategic
groups were identified through factor and cluster analyses
of the scale responses from the same sample used by West,
reflecting five underlying strategic factors - focused
efficiency, product/service innovation and development,
image management, focused differentiation, and control.
The sixth cluster was found to consist of firms with no
apparent strategy. West and Anthony also discovered
significant performance differences between the strategic
groups. Product/service innovation and focus strategies
were found to result in a significantly higher performance
in ROS than focused differentiation or control. Firms
relying on product/service innovation significantly
outperformed firms emphasizing focused differentiation or

no apparent strategy, as measured by ROA.
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Discussion

It is evident from the literature that strategy
research in the hospitality industry has not progressed far
in the past six years. Looking at the conflicting results
obtained in the different studies by Schaffer (1986), Dev
(1988), Tse (1988), West (1988), Crawfordeelch (1990) and

-West and Anthony (1990), in fact, we seem to have come a
full circle and reached the same point we were prior to
Schaffer’s work. This disillusioning fact is reflected in
Tse’s conclusion that "perhaps Porter’s generic strategies
cannot be extended to the service industry and may not be
appropriate in examining the variation in firm performance
in the restaurant industry" (p. 124). Crawford-Welch (1990)
echoed this view, "In sum, it appears that the Miles and
Snow (1978) strategic typology has limited applicability in

the context of the hospitality industry" (p. 384).

The fact that neither of the two most popularly
researched strategic typologies were found to be applicable
in the hospitality industry raises some very fundamental
questions and concerns. Are these typologies really not
suitable to this industry, or are we not testing them
properly? Are we operationalizing the strategy and
performance constructs, and measuring the variables
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involved, correctly in the first place? The big gquestion,
of course, is where do we go from here? In order to answer
that, we must consider the possible reasons behind the
inability of extant research to lead us in the intended
direction. On close examination, it seems that the limited
strategy research undertaken so far in this industry has
failed to reckon with several imperfections. Understanding
and correcting these imperfections should get us back on
the road again. In the following section, some of the
problems with the extant hospitality strategy research are

discussed.

Where did we go wrong?

Broadly speaking, the imperfections in the past
research in hospitality strategy can be viewed at two
levels, the conceptual and the methodological. The former
level refers to the definition of the construct of strategy
itself, the unit of analysis, and the operationalization of
the constructs of strategy and performance. The latter
refers to the choice of statistical techniques, and the
methods used to measure the variables under investigation.

Each of these issues is dealt with hereafter.
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Conceptual Problems

Intended vs, realjged strateqy.

At the outset, exception can be taken to the very
conceptualization of business strategy itself in most of the
reviewed studies. With the exception of Dev (1988), all
the other studies measured intended strategies rather than
realized strategies. It has been argued earlier that it is
only the realized strategies which matter in any
investigation of the strategy-performance link. It is
obvious that most of these studies have failed to
conceptualize the strategy construct correctly. It is only
Dev (1988) who took pains to attend to this problem when he
corrected the semantic anchors of the strategy
characteristics scale after his pretest. The realization
of this problem with the conceptualization of the strategy
construct is succinctly summed up by West and Anthony,
"Future research should be directed toward examining the
realized strategy/performance relationship and the variables

affecting it" (p. 264).

A related problem concerns strategy implementation.
West and Anthony (1990) stated, "This study addressed
intended strategy and possessed no means to ascertain if
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firms were capable of actually implementing strategies they
espoused. The within-group differences of the various
strategic clusters is largely unexplained since
environmental scanning explained only 8% of the variance in
ROS and only 9% in ROA. The ability to implement intended
strategy might explain much within group variance" (p. 263).
West and Anthony further commented, "While it has been
established that there are differences between members of
the same strategic group in the food service industry, not
much attention has been directed toward discovering
conditions which may account for these differences such as
implementation of chosen strategy by food service firms"

(P 264). 1In fact, “"the ability of the firm to execute or
implement its chosen strategy in an operational sense" (p.
142) is an important factor which determines the
profitability of a firm within a strategic group (Porter,

1980) .

While, admittedly, all these studies were concerned
with the content of strategy rather than the process of
strategy formulation and implementation, the researchers
should have taken into account this very important
theoretical consideration that variation in implementation
can change the effect of an intended strategy. Once again,
if realized strategy had been measured, this problem would
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not have been relevant as realized strategy accounts for

imperfections in implementation.

Unit of analysis.

Another conceptual problem in the extant research
concerns the unit of analysis adopted. Once again, with
the exception of Dev (1988), the unit of analysis adopted
by the other researchers was the firm, multi-unit in some
cases (Schaffer, 1986) and not necessarily so in others
(Crawford-Welch, 1990; Tse, 1988; West, 1988). 1In contrast,
Dev studied individual hotels as strategic business units.
In the absence of due consideration to the unit of
analysis, Schaffer, Tse, and West, in fact, measured
corporate-level strategy and not business-level strategy as
they presumed, because their samples included many multi-

unit firms.

In such multi-unit firms, the individual business units
face varying environments, in terms of demand and supply
situation, competitive threats, availability of labor and
operating supplies, taxation, etc. Consequently, the
strategies of these business units have to be necessarily
different in their effort to align themselves with their
respective environments. 1In such a situation, there can be
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no single business strategy that can be articulated by the
multi-unit firms as being common to all their constituent
units. This is what these past researchers tried to

measure, which clearly is not appropriate.

Literature is replete with the distinctions between
these two levels of strategies (reviewed in an earlier
section herein) and not taking these distinctions into
account may have caused some of the inconsistent results.
The seriousness of this problem will be all the more clear
when the performance measurement issues are discussed in a

subsequent section herein.

Operationalization of strateqgy.

To operationalize strategy, these researchers have
followed one or both of these approaches: (1) responses to
set descriptions of the strategic typology employed were
solicited, and/or {2) responses on the appropriateness of a
number of strategic characteristics were obtained which
were then analyzed through factor analysis and clustering
techniques. While all the studies had a pretest built into
them, the strategic characteristics used to identify the
strategies were not generated from ground up. Instead,
these researchers borrowed the scale developed by Dess and
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Davis (1984) and made a few modifications before using it,
if at all. Whether these characteristics are appropriate
to the context of their research studies has not been paid
as much attention as was necessary, thereby affecting the

construct validity of the strategy scale.

The goods-services djchotomy.

In contrast to the exhortations of Miles and Snow
(1978) and Porter (1980) that their strategic typologies
are so generic that they can be used in any and all
industries, other literature in the services sector raises
doubts about this universal claim. Whether theories
developed in the manufacturing sector are applicable to the
service industries remains a moot point till today and is
the subject of a regular debate between academicians on each
side of this dichotomy. 2eithaml et al. (1985, 19%0),
Barrington and Olsen (1987), Parasuraman et al. (1988), and
Gronroos (1990), among many other researchers, have

highlighted the differences between goods and services.

There is universal agreement, at least among the
researchers in the service sector, that goods and services
are significantly different on four accounts:
intangibility, inseparability, heterogeneity, and
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perishability. Services are intangible because they are
performed rather than produced, and cannot be seen, felt,
tasted, or touched. Production and consumption are
inseparable in the case of services because in most services
they are simultaneous. As a result, services are perishable
because they cannot be produced and stored for later
consumption. Because of the high degree of interaction
involved between the service provider and the consumer, and
the high degree of personal involvement of both in the
service delivery process, services are heterogeneous in

contrast to goods.

Service management perspectives.

These significant differences between goods and
services are reasons enough to question whether strategies
developed and tested in the manufacturing sector are
equally applicable in the service sector. Service
management theorists believe that, in fact, such borrowing
of strategies from the manufacturing sector to test in
service settings is not likely to work. Grdénroos (1990),
for example, argued that trying to become cost-efficient by
employing more technology and self-service concepts and
reducing personnel, will not work in the service sector. He
drew a distinction between internal efficiency and external
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efficiency - the former referring to "the way the firm
operates and the productivity of labor and capital" (p. 95),
and the latter referring to "the way the customers perceive
the operations and the output of the firm" (p. 95).

Grénroos persuasively argued that trying to achieve internal
efficiency will mostly lower external efficiency in service
industries and result in what he labelled as the strategic
management trap, which is a vicious circle of greater
internal efficiency and lower service quality feeding on
each other. Thus, it may be argued that strategies like
overall cost leadership (Porter, 1980) aimed at achieving
high cost efficiencies may not work in a service setting

like the hospitality industry.

Similarly, differentiation may be difficult to be
sustained in a service industry setting because competition
can and does quickly copy any such efforts. Very few
efforts towards differentiation in service industries give
sustainable advantages to the pioneer firm over a long term.
There may be some exceptions such as the high-tech, high-
cost reservation systems being designed by some of the
lodging chains in collaboration with other travel industry
partners. Such differentiation attempts are indeed
difficult to be imitated by one and all. But, such examples
are by far too few and in between.
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Buzzell and Gale (1987) and Gronroos also stated that
it is the customer perceived service quality that is
extremely important for service firms’ success. Building on
this, Gronroos presented a number of strategic
characteristics for service firms to improve customer
perceived quality and, consequently, performance. Zeithaml
et al. (1985), reviewing service marketing strategy
literature, consolidated a list of successful strategies

prescribed by various researchers.

Parasuraman, Zeithaml, and Berry (1988) extended this
thinking by constructing a scale to measure service quality.
Defining service quality as the difference between customer
expectations from/about a service and customer perceptions
of the quality of service actually received, Parasuraman et
al. developed and tested their SERVQUAL instrument. Their
investigations resulted in the delineation of five distinct
service guality dimensions: tangibles, reliability,
responsiveness, assurance, and empathy. 2Zeithaml,
Parasuraman, and Berry (1990) then used this SERVQUAL
instrument to assess the differences between customers’
ratings of service quality and managerial perceptions of the
service quality being delivered. They found significant
differences between the service quality ratings of
management and customers. Zeithaml et al. captured these
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differences in a service-guality-gap model, which identified
four service quality gaps: Customers’ Expectations-
Management Perceptions Gap, Management’s Perceptions-Service
Quality Specifications Gap, Service Quality Specifications-
Service Delivery Gap, and Service Delivery-External
Communications Gap. The cumulative effects of these four
gaps, Zeithaml et al. posited, create Gap 5 which is the
difference between the Customers’ Expected Service and
Perceived Service, which is what Parasuraman et al.’s

SERVQUAL instrument is intended to measure.

It is well known that in the hospitality industry,
product differentiation is becoming increasingly difficult.
For all practical purposes, there is hardly any difference
between lodging products within a given price range and
offering generally similar levels of service. Therefore, it
seems all the more important for the lodging industry
constituents to look for that niche, each of them so
desperately needs to effectively compete, in differentiating
on service quality, improving customer perceived quality,
and thereby reducing the gap between the customer
expectations and perceptions of service quality. The
service management researchers believe, it is only such
strategies aimed at enhancing customer perceived quality
which will enable a firm to succeed.
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Problems with Dess and Davis’ instrument.

By using the Dess and Davis (1984) instrument to
measure strategy, hospitality researchers have not given
adequate attention to this issue of the differences between
the manufacturing and service sectors. The inconclusive
results they obtained in their studies only tend to
strengthen the argument that probably the Dess and Davis
instrument is not entirely suitable for hospitality
strategy research. Strategic group researchers are in
agreement that the strategic variables that impact
performance vary from industry to industry (Coocl &
Schendel, 1987; Mascarenhas & Aaker, 1989). Hospitality
strategy researchers have not adequately addressed this
issue. To this extent, some of the factor solutions of
strategic characteristics expounded by these researchers
are more methodological artifacts rather than credible
discoveries. For instance, one of the strategic factors
identified by Schaffer (1986) is what he labeled as
internalized resource controllers. Discussing this factor,
Schaffer states, "this appears to be an odd strategic
profile for firms operating in a service industry. Emphasis
on channels of distribution, raw material purchases and
inventory 1levels may be critical in manufacturing but do
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not seem to be the type of strategic issues that would be
of high importance to service organizations. This peculiar
competitive strategy profile may be indicative of firms in
this industry that lack an appropriate strategic focus.
They may well represent the ’‘reactor’ types referred to by
Miles and Snow" (p. 169). On the contrary, channels of
distribution are extremely important to the lodging
industry. That raw material purchases, etc. are not
appropriate strategic issues in the context of the lodging
industry should be a priori knowledge. Why were such
strategic characteristics, which may have been relevant to
Dess and Davis (1984) in the context of their study set in
the manufacturing sector, included in the first place by
Schaffer in his study? 1Including such obviously extraneous
characteristics such as emphasis on raw material purchases
and inventory levels in a study of lodging, and then
equating them with Miles and Snow’s (1978) reactors, is of
no help in trying to establish the applicability of this
typology to the hospitality industry.

A second issue related to the Dess and Davis (1984)
instrument is that it, too, was based on only a limited set
of strategic dimensions articulated by Porter (1980), as is
the case with most other strategic group research.
According to Dess and Davis, of the 13 strategic dimensions
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enunciated by Porter, they used six: brand identification,
channel selection, technological leadership, cost position,
service and leverage. To the extent that (1) the rest of
Porter’s strategic dimensions have not been considered by
Dess and Davis (1984), and (2) some of those dimensions
left out, viz., specialization, push vs pull, vertical
integration, price policy, product guality, relationship
with parent company, and relationship to home and host
government, may be particularly significant to service
industries in general and the hospitality industry in
particular. Relying exclusively on Dess and Davis’
instrument is clearly fraught with problems. Besides, none
of the extant hospitality strategy research has also
questioned and validated whether the strategic
characteristics developed by Dess and Davis (1984) are
collectively exhaustive in describing even the six strategic
dimensions upon which they concentrated. Finally, there
still remains the question whether Porter himself has
identified all the strategic dimensions possible in the

first instance.

Dev (1988) sums up these apprehensions aptly thus: "Is
it realistic to hope that the essence of a multidimensional
and complex construct [strategy] can be tapped through the
analysis of responses on a few characteristics? To
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adequately tap the construct, how many characteristics are
appropriate? Were the characteristics used, drawn from the
literature, appropriate for the analysis?" (p. 162). The
answer seems to be in the negative, based on the results of
the hospitality strategy research studies conducted thus

far.

Operationalization of performance.

Operationalization of performance is also a problem in
the extant research. There are really several issues
involved here. First, are financial performance measures
adequate to capture the essence of organizational
effectiveness? What is wrong with hotel firms -
particularly in the early years of their life cycle -
concentrating on customer service and guest satisfaction
even at the expense of financial performance? Such
performance criteria correspond to what Anderson (1982)
categorized under behavioral theories of organizational

performance.

Second, are the financial performance measures used in
extant research the right ones? If maximization of
shareholder wealth is the ultimate objective of any good
management, and if investors evaluate firms on this basis,
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it would logically follow that return on investment (ROI)
would be the most appropriate financial performance measure.
Accounting measures such as ROA do not capture the essence
of this evaluation at all. A firm may plow back the bulk
of its cash flow into asset expansion and thereby show
depressed profits and ROA. However, its long-term rate of
return may in fact prove to be excellent. Thus, relying on
short-term oriented accounting measures is not appropriate
in evaluating a firm’s performance. Further, none of the
researchers have considered risk-adjustment of their
financial performance measures, which is imperative if a

realistic assessment of performance is desired.

Third, some performance measures may be conflicting
with each other. Though market share has not been used as
a performance measure in the research studies being
discussed here, it is well Xknown that market share and
profitability are conflicting performance goals at least in
the short-term. In general, growth and profitability could
be conflicting performance criteria and different firms
following a similar strategy may choose one or the other of
these as their objective. This would increase the
within-group differences in performance depending upon the

measure used, and between-group performance differences will
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fail to be proven in such a situation. This may well be

the case in these studies under discussion.

Growth in unit sales is one of the performance measures
used by all the researchers except Dev (1988). In the
hospitality industry, particularly in the lodging sector,
growth of a firm mostly comes from extending the
distribution, i.e., increasing the number of units, rather
than from improvement in same-unit sales. In fact, it is
for this reason <that many hospitality firms are multiplying
their units. Growth in unit sales, which measures most
closely the increase in same-store sales, is thus not the

right measure of performance for this industry.

Methodological Problems

Performance-unit of analysis.

Apart from some of these conceptual level problems, the
past research is also beset with some methodological
problems. The most important of these is a unique
performance measurement problem in all the studies, with
the exception of Dev (1988), because of the unit of
analysis adopted. Schaffer (1986}, Tse (1988), and West
(1988), chose the firm as their unit of analysis. With

LITERATURE REVIEW 99

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



franchising being a popular strategy for growth and
profitability in this industry, the samples in each of
these studies had varying proportions of franchised and
owned operations. The single-unit firms would have all
been independently owned, whereas the multi-unit firms
definitely had an assortment of owned and franchised
properties. Comparing performance across such samples, with
the measures used, is impossible. The single-unit firms
would have reported their total assets and revenues as
performance measures. But in the case of multi-unit
part-franchised firms, part of the revenues would have been
just franchising fees and not the actual revenues of the
business units involved. Likewise, reporting of assets by
such firms would also be depressed because franchisee
assets are not reflected in their books. 1In such a
scenario, comparing, say, ROA of all the firms is clearly
methodologically incorrect. Hospitality strategy research
definitely cannot copy the performance measures used in the
manufacturing sector because of this peculiar nature of the

industry.

Strategy-unit of analysis.

As a corollary to the above problem posed by the
industry structure -~ varying proportions of owned and
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franchised operations - except for Dev (1988), all the
other studies had a built-in problem in the measurement of
strategy. Schaffer (1986), for instance, asked his
respondents to focus their responses on operations for
which the organization had direct control and profit
responsibility, excluding franchised operations (emphasis
added). To expect any respondent to fulfill this task is
being very optimistic. West (1988) and Tse (1988) did not
specify any 'such guidelines to the respondents. However,
their respondents, too, would have mixed up owned and
franchised units in their minds while answering the survey
instrument. As a result, the responses to the strategy
characteristics scale may not have been comparable at all
in any of these studies because a high degree of

interpretative bias has been built into the questions.

Validity issues.

Further, while some of the researchers claimed using
multi-method measurements to improve the construct
validity, in fact, they did not fully analyze the data in
the manner prescribed by Campbell and Fiske (1959) and
Churchill (1979) as far as the strategy construct is
concerned. Dev (1988) could not have attempted this
because he could not factorize his strategic
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characteristics. Schaffer (1986) did not use a
multi-method measurement approach at all as far as the
strategy construct is concerned. West (1988) and Tse
(1988) did design their instrument to suit this purpose but
did not follow through in their analysis. As a result,
none of the researchers established the construct validity

of their scales for measuring strategy.

Statistical techniques.

Another methodological problem is that, in a number of
cases, ANOVA procedures were used when MANOVA procedures
were appropriate, considering the multicollinearity existing
between the performance variables. This would have affected

the power of the tests as well as the results.

The foregoing discussion highlights some of the major
flaws in extant hospitality strategy research. Though not
central to the current study, it may be appropriate to
present here a brief critique of the contingency research in
hospitality strategy research before ending this literature
review, so that future hospitality strategy researchers may

address the issues raised.
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Contingency Research in the Hospitality Industry

Contingency Variables

Harvey (1982) observed that the contingency approach to
strategy implies that, a unique strategy exists for a given
set of organizational and environmental conditions. At the
heart of the contingency theory is the presumption that
there is no one best way to organize, and that varying
conditions require different ways of organizing for an
enterprise to be successful (Galbraith, 1973). There is a
general agreement today that to be successful an
organization’s strategy must be aligned with several
contingent variables, the most important of which are
environment, life cycle stage, technology, and structure.
In the hospitality field, very limited research has been
attempted so far in examining the relationships between
strategy and these four contingency variables, and the
impact of such relationships on firm performance. While
Dev (1988), West (1988), and Crawford- Welch (1990) studied
the strategy-environment-performance linkage, Tse (1988)

studied the strategy-structure-performance relationship. No

LITERATURE REVIEW 103

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



empirical work exists on the relationship of strategy and

life cycle stage or technology.

Following the earlier arguments that a fresh start is
needed in the strategy-performance research because of the
faulty conceptualization and operationalization of these two
constructs in the extant research, it is imperative that
research in the relationship of strategy and the four
contingency variables and its effect on performance, also
be re-examined. In the case of technology and life cycle
stage, such research will, of course, be new as there are
no empirical investigations of these variables in the

hospitality strategy research till date.

The Concept of Fit

While doing such a re-examination of the relationships
between strategy and the four contingency variables
mentioned above, strategy researchers must delineate the
type of contingency relationship they anticipate or
hypothesize in each case. Venkatraman (1989b) observed that
phrases such as contingent upon are imprecisely used in
research, without any consideration for the isomorphous
relationship between the conceptualization of such a
contingency and the analytical framework used to confirm
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it. Venkatraman posited that there is a fixed relationship
between a given contingency conceptualization and how it is
measured. For example, a contingency relationship espoused
as a moderation effect cannot be tested with an analytical
framework that actually measures a mediation effect. The
problem with the earlier research in this area is that the
type of contingency relationship being studied is not
carefully delineated. As a result, the analytical
evaluations have not been consistent with the real
(possible) contingency relationships. This might explain
the conflicting results obtained so far in extant research.
Though Venkatraman exclusively dealt with the strategic fit
between environment and strategy as the starting point for
his exposition on different perspectives of fit, the same
arguments and theoretical perspectives can be applied to
the contingency relationships between strategy and 1life
cycle stage, technology, and structure as well, in their

impact on firm performance.

Multiple perspectives.

Venkatraman (1989b) identified six different
perspectives of fit: moderation, mediation, matching,
gestalts, profile deviation, and covariation. Of these,
only moderation, mediation, and matching could be
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considered as alternative perspectives for most research
questions involving the fit between only two concepts. In
the moderation perspective, an interaction between two
supposedly related variables which predict a criterion
variable is assumed (Schoonhoven, 1981). The mediation
perspective confirms the presence of an intervening factor
which "accounts for a significant proportion of the relation
between the predictor and criterion" (Venkatraman, 1989b, p.
429). In the matching perspective, the relationship between
the predictor variables is specified without regard to the
criterion variable. Each of these perspectives demands
different analytical techniques to test the fit between the

contingent variables (Venkatraman, 1989b).

In hospitality research, no consideration has so far
been paid to these different contingency perspectives and
the appropriateness of the analytical techniques used to
test the bivariate fits. The predominant use of ANOVA
procedures presumes a moderation effect of the contingency
variables, whereas, in fact, no theoretical support has
been provided by any of the researchers for such a
presumption. When the contingency research in this field is
revisited, as argued previously, Venkatraman’s (1989b)

exhortations need to be taken into account.
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Further, even the limited hospitality research in the
contingency relationship of strategy with other variables
has examined only a bivariate fit. Also, only
covariational relationships between these variables have
been examined so far, and no causal modeling has been
attempted. On the contrary, strategy, life cycle stage,
environment, structure, and technology are all intricately
related to each other. It is only a complex co-alignment of
all these variables together that can result in effective
firm performance. As such, future research should
experiment complex causal models relating all the five
variables to study their combined effect on firm
performance. When we do that, the other three perspectives
of fit - gestalts, profile deviation, and covariation -
articulated by Venkatraman (1989b) will have to be taken
into account, as these perspectives address multivariate

fits in contingency relationships between several concepts.

Summary and Conclusion

This chapter has reviewed the theoretical underpinnings of
the strategy-performance relationship. The individual
constructs involved have been examined conceptually. 1In
particular, the different approaches to the measurement of
strategy have been discussed. Empirical research till date
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on strategic grouping, both in the manufacturing and
hospitality industries, has been discussed in detail. The
possible reasons for the inconclusive results so far of the
studies on the strategy-performance relationship have been
expounded. There is clear evidence that a more eclectic
approach to the measurement of the strategy construct, using
a broader set of underlying strategic dimensions is
necessary. More specifically, if strategy research in the
hospitality industry is to be fruitful, industry-specific
strategic characteristics have to be identified to
operationalize the strategy construct. It is only then that
the relationship between strategy and performance can be
studied in this setting. The main objective of this
research is to develop such an instrument to measure lodging

strategy and study its relationship to performance.
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Introduction

The preceding chapters identified the purpose and
objectives of this research study, i. e., the development of
a lodging industry-specific instrument to measure the
construct of strategy and studying the relationship between
strategy and performance in this industry. This chapter
lays down the research procedures used in this study. The
research propositions studied, operationalization of the
constructs of strategy and performance, unit of analysis
adopted, measurement issues, strategy scale development,
sampling and data collection methods, statistical techniques
used in data analysis, and reliability and validity issues

are the focus of this chapter.

Objectives of the study

Venkatraman (1989a) based his study of the strateqy

construct on three premises:

1. Strategy research within a ‘variance’ perspective
requires valid measures.

2. The search for a universal conceptualization of
strategy is futile.
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3. Construct measurement is at least as important as

examination of substantive relationships.

Keeping in view the state of the art of strategy research in
the hospitality industry, the last two premises stated above
have, in particular, influenced the formulation of this
research study. First, as Venkatraman stated, "... it is
premature to restrict the number and diversity of approaches
to conceptualize the strategy construct" (p. 945). From the
literature review presented in the previous chapter, it
appears that at the current stage in hospitality strategy
research, a wide-ranging set of strategic characteristics
with a variety of underlying dimensions should be employed
to capture the strategy construct. Second, there is
evidence to show from the literature review that more than
justified adequacy of construct measurements has been
assumed in past hospitality strategy research. In view of
the inconclusiveness of results obtained thus far, it
appears that more attention needs to be paid to the
measurement of the strategy construct, in particular, in
future research. As Venkatraman put it, "it is necessary to
recognize that construct measurement is at least as
important as the examination of substantive relationships"

(p. 945).
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Thus, the principal objective of this investigation was
to develop an instrument to measure the strategy construct
in the lodging industry context and to test the relationship
of the strategy construct so captured to firm performance.
At the heart of such an investigation is the notion that
lodging units can improve their performance by exercising

judicious strategic choice, as propounded by Child (1972).

This study adopted the comparative approach to the
measurement of strategy discussed in the previous chapter,
which attempts to identify and measure the key dimensions of
the strategy construct (Venkatraman, 198%a). It is an
approach used by other strategy researchers in the past
(Dess & Davis, 1984; Hambrick, 1983a). The expectation was
that by capturing a wide variety of strategic
characteristics from varied strategic dimensions drawn from
the manufacturing as well as service industry settings, it
is possible to arrive at an appropriate instrument to
measure strategy in the lodging industry context, and that
it is possible from this to identify successful and
unsuccessful strategies in the lodging industry. It is
hoped that lodging firms can and will benefit from such an
understanding of the performance implications of different

strategies.
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Conceptual Framework

Before discussing the methodological issues such as
operationalization of the constructs and statistical
techniques used to test the relationship between the
variables, it is appropriate that the theoretical
underpinnings and limitations of hospitality research in
this area till date are revisited briefly. The objective of
this is to contribute to the knowledge accrual process, by
striking the right balance between replication and

triangulation (McGrath, Martin, & Kulka, 1982).

Organizations are able to define and manipulate their
domain and choose appropriate strategies matching their
respective positions in the environment. Several
researchers contribute to this notion of strategic choice
(Child, 1972; Cyert & March, 1963; Hofer, 1975; Hofer &
Schendel, 1978; Porter, 1980). Though certain generic
strategic typologies, notably those proposed by Miles and
Snow (1978) and Porter, have gained wide acceptance by
strategy researchers, the concept of unique (industry-
specific) strategic groups has been equally popular ever
since Hunt (1972) first coined the term. A strategic group
refers to a group of firms in an industry adopting similar
strategies to compete in the market place.
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The last decade has witnessed considerable research
effort on the relationship between organizational
performance and strategic group membership. It is now
generally accepted that the strategic variables impacting
performance differ from industry to industry (Cool &
Schendel, 1987; Mascarenhas & Aaker, 1989). Thus, most of
the research in this area is industry-specific. The
empirical evidence till date on the relationship between
strategic group membership and performance has been

inconclusive.

Porter (1980) identified 13 strategic dimensions
characterizing firms’ strategic options in a given industry:
specialization, brand identification, push versus pull,
channel selection, product quality, technological
leadership, vertical integration, cost position, service,
price policy, leverage, relationship with parent company,
and relationship to home and host government. While
acknowledging Porter’s contribution, and that his theory is
not tested (Cool & Schendel, 1987), none of the researchers
till date tried to operationalize all these dimensions in
identifying strategic groups, which may possibly be one of
the reasons why research in this area has been so
inconclusive. Whetten’s (1989) advice about theory
development seems to be appropriate to note here: "When
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authors begin to map out the conceptual landscape of a topic
they should err in favor of including too many factors,
recognizing that over time their ideas will be refined. It
is generally easier to delete unnecessary or invalid
elements than it is to justify addition. However, this
should not be interpreted as license to throw in the kitchen

sink" (p. 490).

As in the case of research on strategic grouping in the
manufacturing industry, similar research in the hospitality
industry, limited as it has been so far, has also been
inconclusive. Dev’s (1988) data did not yield any strategic
groups at all, whereas Schaffer (1986), Tse (1988), West
(1988) , and Crawford-Welch (1990) failed to confirm the
strategy-performance relationship from their respective
data. These researchers’ work seems to be fraught with some
conceptual as well as methodological limitations which may

possibly account for their inconclusive results.

The conceptual limitations of the above cited research
can be identified in some of their (1) definitions of the
strategy construct, (2) unit of analysis adopted, and (3)
operationalization of the strategy and performance
constructs. The methodological limitations seem to be in
the (1) methods used to measure the variables, and (2)
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choice of statistical technigues used. These issues have

been more fully discussed in the preceding chapter.

The present study tried to compensate for some of the
limitations in earlier research in its attempt to contribute

to the knowledge accrual process.

Unit of Analysis

Strategy literature distinguishes between corporate-
level, business-level, and functional-level strategies, as
discussed in the preceding chapter. The strategic
typologies of Miles and Snow (1978) and Porter (1980), which
formed the basis of all the hospitality strategy research to
date, are primarily business-level strategies. However,
with the exception of Dev (1988), the unit of analysis
adopted by the other hospitality researchers was the firm.
In Schaffer’s (1986) research, all the firms were multi-
unit; whereas in the studies of Tse (1988), West (1988), and
Crawford-Welch (1990), many firms were so. There is either
a difference of opinion on the choice of the unit of
analysis or an oversight of the implications of such a
choice among these researchers. In multi-unit lodging
firms, the individual hotels face varying environments, in
terms of demand and supply situation, competitive threats,
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availability of labor and operating supplies, taxation, and
S0 on. As a consequence, each hotel of a multi-unit firm has
to adapt its strategies in alignment with the environment in
which it operates. Location, type of property, etc.
necessitate variations in strategy. Hence, measuring
strategy at the firm level instead of at the individual
hotel level is clearly inappropriate when the theoretical
underpinnings are rooted in business-level strategy. Dev
alone took notice of this and used the individual hotel as
the gnit of analysis. The current study followed Dev’s
approach and treated each hotel establishment as a different

unit.

Operational Definitions: Key Variables

Business Strategy

The business-level or competitive strategy is concerned
with domain navigation issues (Bourgeois, 1980) of how to
compete within a chosen product/market segment, with
resource allocation and integration of different functional
strategies of the organization being the focus issues.

There is no universally accepted definition of strategy. As

a result, strategy has been measured by various researchers
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using a variety of measures, including nominal, single-item,

and multi-item scales.

In hospitality strategy research, nominal scales using
either Miles and Snow’s (1978) or Porter’s (1980) typology
descriptions, or multi-item scales adapted from Dess and
Davis (1984) have been the two measurement approaches. When
within-group differences are predominant, as seems to be the
case from the strategic grouping research till date, using
nominal scales which are only useful for highlighting
across-group differences is not preferable. Such growing
concerns for validity have prompted many strategy
researchers to adopt multi-item scales of strategy

(Venkatraman & Grant, 1986).

Most of the hospitality strategy researchers using
multi-item scales for measuring strategy have asked the CEOs
of the respondent business units as well as one or two other
top management members of such units to indicate the degree
to which a number of strategic characteristics, which
constituted the items of the scale used, were important to

or characterized the strategy of the business unit.

In this study, a multi-item scale of strategic
characteristics was used to capture the strategy construct.
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However, only the General Managers of the hotels were asked
to respond. This is considered preferable for two reasons.
First, the general manager of a hotel is expected to be the
person who knows best which strategies are to be / being
employed. Second, many a time, the strategy of a business
unit is not even fully articulated and it is this
researcher’s view that it is only the GM of the unit who
really knows what s/he is trying to do. 1t may also be
noted that in the previous research studies, only a small
proportion of the respondent firms have returned multiple
responses. So, sending more than one questionnaire to each

hotel is felt to be a wasteful exercise.

As discussed in the preceding chapter, intended but
unrealized strategies cannot possibly have any performance
implications. So, it is only the realized - intended or
emergent ~ strategies (Mintzberg, 1978) that one should
study if the strategy-performance relationship is to be
tested. This study followed Dev’s approach in the
instrument design to ensure that only realized strategy is

tapped.

Snow and Hambrick (1980) discussed the advantages and
disadvantages of four different approaches to the
measurement of strategy: investigator inference, self-
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typing, external assessment, and objective indicators. Snow
and Hambrick favored the self-typing method of measuring
strategy because they felt it is the management of a
business unit which is in the best position to articulate
the strategies employed by the business unit, and also
because self-typing allows large sample investigations
making it also cost-effective. Other strategy researchers
have since preferred the use of the self-typing method of
strategy measurement (Dess & Davis, 1984; Venkatraman,
1989a). Therefore, the self-typing method was used in this
study to tap the strategies employed by the respondent

hotels.

Performance

As in the case of measurement of strategy, strategic
performance measurement is also a controversial subject with
little agreement among researchers (Cameron & Whetten,
1983). Woo and Willard (1983) reported 14 separate measures
of performance based on a survey of performance measures
used in strategy research: Return on Investment, Return on
Sales, Growth in Revenues, Cash Flow/Investment, Market
Share, Market Share Gain, Product Quality Relative to
Competitors, Product R & D, Process R & D, Variations in
ROI, Percentage Point Change in ROI, and Percentage Point
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Change in Cash Flow/Investment. A factor analysis of these
14 variables using the PIMS database yielded four factors:
profitability, relative market position, change in
profitability and cash flow, and growth in sales and market
share, with profitability emerging as the dominant factor.
Woo and Willard concluded that return on investment and
return on sales were the more important performance

measures.

Venkatraman and Ramanujam (1986) stated that "’business
performance,’ which reflects the perspective of strategic
management, is a subset of the overall concept of
organizational effectiveness" (p. 803). They viewed the
domain of business performance at three levels: financial
performance, financial + operational performance, and
organizational effectiveness. Reviewing the measurement of
business performance in strategy research, Venkatraman and
Ramanujam concluded that "most strategy studies have

restricted their focus to the first two [levels]" (p. 804).

Performance measurement in hospitality strategy
research poses some unique problems. With most firms in
this industry being in the private sector, the traditional
market-based measurements such as ROI which require a lot of
information are difficult, if not impossible, to be applied
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to this industry. Measures such as Return on Equity are
also problematic with multiple unit ownership such as in
chains. Alternative perspectives such as the bankruptcy
model and quality of a firm’s transformations through the
deployment of slack resources (Chakravarthy, 1986) are
difficult to be employed in this industry for want of

required market-based information.

Hospitality strategy researchers have generally used
Return on Assets (ROA), Return on Sales (ROS) and Growth in
Unit Sales as the performance measures. As discussed in the
preceding chapter, some of these measurements were
contaminated because of the mixing up of firms with
different ownership/management/franchising arrangements.
However, in this study, with the unit of analysis being
defined as the individual hotel, some of these contamination
problems discussed previously are overcome. Growth in unit
sales in the lodging context is largely achieved by either
an increase in occupancy or increase in average room rate.
With the difficult conditions the Industry has been facing
in recent years, it is argued here that this measure is not
appropriate in the current context, and may even give
misleading indications. It is to be emphasized here that
hospitality firms seem to depend more on increased number of
operating units to achieve larger revenues, rather than
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growth in revenue from existing units. This probably
accounts for the rapid multiplication of units by most
multi-unit hospitality firms during the past decade. As
such, this study does not advocate and did not use Growth in

Unit Sales.

Following the call of Venkatraman and Ramanujam (1986)
regarding the use of operational performance measures, this
study used Yield Per Room (YPR) and Market Share Index, in
addition to the traditional financial performance measures
of ROA and ROS. YPR is arrived at by dividing the Total
Room Sales by the Available Roomnights (A roomnight is one
room sold for one night). 1Its merit is that it combines the
occupancy percentage and average room rate (in fact, an
alternative way of arriving at the YPR is to multiply these
two factors) into one statistic and eliminates the confusion
of the common inverse relationship between these two
factors. Though labeled differently, this is the same
statistic which Dev (1988) used - SPAR. It is also labeled
as REVPAR by other hospitality professionals. Market Share
Index is defined as the actual market share divided by the
fair share of a hotel, multiplied by 100. The fair share of
a hotel is its capacity (number of rooms) as a proportion of
the total competition’s capacity. The following
hypothetical example will clarify this measure:
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Hotel No.of Fair Share Occupancy Occupied Market Mkt. Share

Rooms Roomnights Share Index
A 100 .20 70% 70 0.24 120
B 150 0.30 60% 90 0.32 107
c 250 0.50 50% 125 0.44 88
Total 500 1.00 285 1.00

As the example demonstrates, the higher the Market Share
Index, the better the hotel is faring in the competitive
arena. Whereas in the above example, one single day’s
hypothetical statistics are used, the actual study obtained

this information on an annual basis.

In the financial performance ratios -~ ROA and ROS - the
profit figure used was Income Before Fixed Charges. This is
a term well-known to hotel managers, most of who follow the
Uniform System of Accounts prescribed by the American Hotel
& Motel Association. It is also the measure used by
accounting and industry consulting firms such as Pannell
Kerr Forster. As Dev (1988) pointed out, it is one figure
which is within the realm of the hotel manager’s control as
it is entirely operations-oriented, and is not contaminated

by debt-equity structure, nature of property ownership, etc.
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Operational Definitions: Control Variables

Hospitality researchers have in the past used size
(Dev, 1988; Schaffer, 1986), location (Dev, 1988), and
segment (Crawford-Welch, 1990; Schaffer, 1986) as control
variables. There are, however, some variations in their

approaches.

Whereas Schaffer (1986) used number of employees as a
measure of size, Dev (1988) preferred using number of rooms
instead, following the advocation of Price and Mueller
(1986) . There is considerable merit in the argument that
the number of employees in a hotel can vary substantially
depending upon the environment in which it is operating.

For example, resort hotels usually have more employees than
city hotels, given the same number of rooms. Further, hotel
revenues are more dependent on the number of rooms. As such,

this study used the number of rooms as a measure of size.

Location

Based on the normative prescription that environment

and strategy have to be co-aligned for optimizing

METHODOLOGY 125

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



performance, location was used in this study as a surrogate
for environment. The standard industry classification for
the location of hotels, used by industry consultants such as
Pannell Kerr Forster, is city-center, suburban, airport,
highway, and resort locations. It is intuitive that resort
hotels need to use different strategies from, say, those
located in city centers, because of the differences in the
clientele, facilities offered and so on. Using such a
classification will also enable comparison of operational
performance statistics reported by industry analysts and

consultants with the measurements obtained in this study.

Segment

As for segment as a control variable, Schaffer (1986)
classified his respondent units into transient hotels,
resort hotels, and motels with and without restaurants. 1In
contrast Crawford-Welch (1990) used the traditional
classification scheme of budget, mid-scale, luxury and other
hotels. However, in recent times, with increasing
competition, the differences based on this schema are
disappearing. Therefore, this study took the view that
segment is a useful control variable when classified based
on a different perspective, i.e., service level. This
study, hence, used a classification scheme of full-service,
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limited service, resort, all-suite and convention hotels, to
capture the differences in service level. It is intuitive
and general knowledge that full-service hotels have to
compete differently from, say, limited service hotels.
Besides, this is é classification used popularly by industry
consultants such as Pannell Kerr Forster. Thus, using this
classification for measuring the segment variable affords

comparison of industry information with the sample data.

Affiliation

In addition to these three control variables - size,
location, and segment - it is felt that chain/management
affiliation (labeled simply affiliation hereafter for
brevity) is yet another important control variable that
needs to be taken into account. While hospitality
researchers have generally included this measure in their
guestionnaires, they have not considered it as a control
variable. It seems only logical to assume that chain-
managed hotels will follow more the strategies developed by
the chain operator. In contrast, the independent hotelier
is not constrained by such strategic directives or input.
Franchised hotels probably fall somewhere in between
following some independent strategies devised by the
franchisee and adopting some strategies recommended by the
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franchisor. Hotels managed by multi-unit management
companies are also likely to have similar dual forces
influencing their strategies. As such, affiliation was used
as the fourth control variable in this study. From a study
of the various permutations/combinations in vogue in the
industry, as depicted in Figure 1, the following alternative
possibilities are derived as the scale items for measuring

this variable:

* Independent hotels, not franchised, self-managed

* Independent hotels, not franchised, managed by a
management company

* Independent hotels, franchised, self-managed

* Independent hotels, franchised, managed by a
management company

* Independent hotels, franchised, also managed by the
franchisor

* Chain hotels, not franchised, self-managed

* Chain hotels, not franchised, managed by a
management company

* Chain hotels, franchised, self-managed

* Chain hotels, franchised, managed by a
management'company

* Chain hotels, franchised, also managed by the
franchisor
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Of the above, non-franchised hotels were not used in this
study, as will be explained in a subsequent section of this

chapter.
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Figure 1. Affiliation Structure in Lodging Industry
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Research Propositions

Normative literature states that business units
adopting different strgtegies have varying performance
levels (Porter, 1980). This has been, somewhat
inconclusively, investigated by researchers using the
strategic grouping concept (Cool & Schendel, 1987, 1988;
Fiegenbaum & Thomas, 1990; Mascarenhas & Aaker, 1989). 1In
hospitality research, the identification of the strategic
groups itself has been a problem. Dev’s (1988) data did not
yield any factors when the strategic characteristics were
factor analyzed, and some of Schaffer’s (1986) factors have
very poor internal consistency. The major problem seems to
be with the conceptualization and operationalization of the
strategy construct itself. Thus, the main research guestion
under investigation is whether, in the context of the
lodging industry, the strategy construct can be measured by
empirically deriving its underlying dimensions and, if so,
whether strategy thus measured can be related to
performance. This broad research question can be framed

into the following specific research propositions:

1. Through a combination of strategic characteristics

rooted in business strategy theory and service
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management theory, it is possible to identify a set of

strategic dimensions underlying lodging strategy.

2. Performance differences among lodging units can be
related to varying strategic dimensions emphasized by

such units.

Bacharach (1989) viewed theory "as a system of
constructs and variables in which the constructs are related
to each other by propositions and the variables are related
to each other by hypotheses. The whole system is bounded by
the theorist’s assumptions" (p. 498), as depicted in
Figure 2. A construct is an unobservable "broad mental
configuration of a given phenomenon" (p. 500), whereas a
variable is an operationalization of the construct
(Bacharach, 1989). In the present study, while the
performance construct is operationalized by four variables,
the theoretical relationship between the construct and its
operationalization is still to be established. 1In fact, the
question of which operational measures truly reflect
performance is still a moot point and an evolving issue in
hospitality research. As for strategy, though it is
operationalized through a set of strategic characteristics,
we are not interested in relating each and all of these
numerous strategic characteristics to performance. It is
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the strategic dimensions, which are really like an
intermediate between a construct and a variable, that one is

interested in identifying.
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Figure 2. Conponents of a theory
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Thus, there is much abstraction involved in the
entities being related, and the term hypotheses, which
strictly "specify the relations among variables" (Bacharach,
1989, p. 500), is not appropriate in the present context.
Hence, the term propositions is consciously used here
because the current study is a theory building effort rather
than being a theory testing attempt. 1In fact, given the
state of hospitality strategy research, it does not seenm
possible at this stage to test any a priori hypotheses

rooted in sound theory.

Research Design

There is very limited research done till date on
strategy in the lodging industry. Consequently, little
attention has been directed at construct measurement issues.
The identification of strategic groups and its performance
implications have been inconclusive so far. It is
hypothesized that one of the major reasons for the
inconclusive research results is not taking into account all
possible strategic dimensions in designing the multi-item
scale to measure the strategy construct. Thus, a major
emphasis in this study is on the development of the strategy

scale. Consequently, this study is exploratory in nature
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and used a cross-sectional field survey of a representative

sample of hotels.

ime La ssue

One of the most vexatious and least resolved problem
areas in strategy research is the issue of the time lag
between strategy implementation and performance. In fact,
if the strategy formulation stage is also considered, the
problem becomes compounded because then there is another
time period to be accounted for, viz., the time it takes a
firm to formulate strategy. Since the present study is
concerned only with strategy content and not the process, of
interest here is only the time lag between strategy

implementation and the resultant performance.

No hospitality strategy researcher, except for
Crawford-Welch (1990), has addressed this issue so far, and
there is very little literature on the subject. With most
of the strategy research being cross-sectional in nature,
all such research shares the same weakness of not addressing
this confounding factor. 1In hospitality strategy research,
Dev (1988) measured strategy and performance for the same
Year, and Schaffer (1986) measured performance for the
period 1979-1982 in the year 1985 while asking the
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respondents about their strategies over an undefined longer
term. Tse (1988) and West (1988) followed Schaffer’s
approach on strategy measurement, but obtained more current
performance data. In these last three studies, while
performance was measured over a 4- or 5-year period, there
is nothing definite about the corresponding period over

which strategy is measured.

Crawford-Welch (1990) was the first to point out this
fallacy in hospitality strategy research. However, his
attempt to remedy the situation is also not uncontroversial.
Based on an intrinsically legitimate assumption that
environmental events, strategy formulation, and performance
are sequential in that order, Crawford-Welch measured the
strategy for 1988 and performance for 1989. But, the
argument on which he arrived at this is not entirely error-
free. For instance, he states, "if a strategy were
formulated in mid to late 1988 (emphasis added) as a result
of environmental conditions in early 1988, it is suggested
that the financial results of pursuing that strategy would
not begin to appear until 1989" (p. 137). If a strategy
were formulated in mid to late 1988, its implementation
could only have been later, say late 1988 to early 1989, and
his measuring strategy for 1988 and performance for 1989 is
clearly not in consonance with his argument. 1In fact, some

METHODOLOGY 137

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



strategies may pay dividends immediately whereas others may
take much longer. There is no known way to distinguish

between such variations.

Also to be considered here is the general pattern of
business behavior. While strategy-making is not a one-time
exercise, firms do follow a strategic planning cycle. Most
generally, environmental information of, say, 1990 is
gathered in early 1991 and this information is used around
mid-1991 to formulate strategies for 1992. By the time the
various levels of the organization involved review these
strategies and approve them, it is the end of 1991 and the
implementation begins at the beginning of 1992. Assuming
that some strategies pay off the same year and some do so
later on, part of the performance of 1992 and subsequent
years may be the result of these strategies implemented in
1992. So, measuring the strategy of 1891 and performance of
1992 is not necessarily the right solution, given such a

scenario.

There is, thus, no unambiguous solution to this
problem. On the one hand, strategic time lag is a concept
which makes much intuitive sense. At the same time, with
quick copying of any new strategy being so easy and common
in service industries, there is also reason to believe that
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such a lag effect may have limited applicability in service
industries. Therefore, this study measured strategy for the
period 1991-1992, and measured performance for the years
1992 and 1993. Hopefully, this will address the time lag
issue, while at the same time accounting for the
possibilities that some strategies take longer than others
to implement, and further that some strategies pay off
sooner than others. By no means, can it be claimed that
this is an error-free approach, if there is any such thing

at all to address this issue.

Instrumentation and Scaling

There are two major constructs in this study: strategy
(independent variable) and performance (dependent variable).
In addition, four control variables are also involved: size,
location, segment, and affiliation. The approach to
operationalizing/measuring these has been discussed in
earlier sections. The scales/measures used in each case are
described here. 1In particular, the process used to develop
the strategy scale is explained in detail. In this
exercise, the procedure suggested by Churchill (1979), as
shown in Figure 3, was used as a guideline. This procedure
has been used by several strategy researchers (Dess & Davis,
1984; Hambrick, 1983a, 1983b; Venkatraman, 1989a).
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Multi-item scale to measure strategy

Strategy is a multi-dimensional construct. There are
two methods by which this dimensionality can be formulated.
In the a priori approach, various dimensions of the
construct are developed from theory and techniques such as
Confirmatory Factor Analysis are used to confirm the
dimensionality. The alternative is the a posteriori
approach in which the dimensions are derived empirically
through techniques such as Exploratory Factor Analysis
(Venkatraman, 1989a). There is no theory of hospitality
strategy available that can guide researchers at this stage
in adopting the a priori approach. Even those researchers
who adopted the a priori approach, such as Venkatraman, have
seldom provided convincing a priori evidence that their
theory-based dimensions are mutually exclusive and
collectively exhaustive, or for that matter as to how the
dimensions chosen were decided upon to start with. Thus,
this study will adopt the a posteriori approach as it is the
only choice "in those cases where little theoretical basis
exists for a priori deriving the dimensions" (Venkatraman,

1989a).

Porter (1980) identified 13 strategic dimensions which
underlie the strategic differences between businesses
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competing in any industry. These are: specialization, brand
identification, push versus pull, channel selection, product
quality, technological leadership, vertical integration,
cost position, service, price policy, leverage, relationship
with parent company, and relationship to home and host
government. Porter advocates that while the industry
setting influences the scope of differences along a
particular dimension, and other dimensions may be
appropriate for particular industries, these dimensions

describe a business unit’s strategic position.

The 21-item scale used by Dess and Davis (1984) to
measure strategy used only six of the above dimensions:
brand identification, channel selection, technological
leadership, cost position, service and leverage. Though
hospitality researchers (Dev, 1988; Schaffer, 1986) made
some modifications in the Dess and Davis’ scale, the latter
remained the principal basis on which hospitality strategy
was measured. As discussed in the previous chapter, this
led to two major problems: (1) As most of Porter’s (1980)
and Dess and Davis’ work is based on manufacturing industry
experiences, the unique characteristics of service
industries are not reflected in their work (2) Not all of
Porter’s 13 strategic dimensions have been used in
developing the strategy measurement scale. As strategic
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characteristics that impact performance vary from industry
to industry (Cool & Schendel, 1987; Hambrick, 1983b;
Mascarenhas & Aaker, 1989), there is a great need to develop
such a strategy measurement scale grounded in the lodging
industry practices. Thus, as befitting an exploratory study
of this type, an eclectic approach is taken in developing
the multi-item scale to measure strategy in this study,

following Whetten’s (1989) advocation.

As a first step, the cooperation of a medium-sized
hotel company headquartered in a major town in a mid-
Atlantic state was enlisted. This company, called Merlin
Hotels here to maintain anonymity, owned/operated a chain of
35 hotels across several states along the east coast of the
U.S. These 35 hotels carried a variety of flags - Holiday
Inn, Ramada, Sheraton, Howard Johnson and Day’s Inns. At a
workshop session where the 35 hotels’ general managers were
assembled, the managers were asked to list all the major
conmpetitive methods they have adopted to face the
competition. In the normal course, a consolidation of the
strategic characteristics (competitive methods) listed by
this large group of managers should have yielded the desired
comprehensive multi-item scale to measure lodging strategy.
However, a content analysis of the strategic characteristics
listed by these managers revealed that their responses were
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conditioned by the exposure they received earlier to the
strategy scales used by earlier hospitality researchers.
The strategic characteristics listed were thus generally
restricted once again only to the six strategic dimensions
originally tapped by Dess and Davis (1984), as modified
later by the hospitality researchers. Therefore, further
steps were necessary to expand this scale as discussed
earlier. The following steps were undertaken to arrive at

such a comprehensive scale:

Step 1.

Porter’s (1980) 13 strategic dimensions were first
screened using the definitions provided (p. 127-129), to
eliminate any dimensions obviously irrelevant to the present
context. Table 4 enumerates these dimensions and their
definitions/descriptions. From a study of these
definitions, it was concluded that "relationship to home and
host government" is irrelevant to the present problem
context as it is set in the domestic lodging industry. It
was further concluded that "vertical integration" and
"relationship with parent company" are also unsuitable for
inclusion in this study, each for a different reason though.
Vertical integration is a widely recognized strategy, but
seems inapplicable to a single hotel which is the unit of
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analysis here. After all, any one hotel can hardly be
expected to find it worthwhile either to integrate backward
(by getting into the business(es) of the suppliers of food
and beverages, and operating supplies) cr to integrate
forward (by getting into the distribution business, such as
travel trade). Larger, multi-unit lodging firms may well
employ these strategies, but then the unit of analysis in
that case would be the firm and not the individual hotel as

is the case here.

As for "relationship with parent company", two reasons
contributed to its elimination. First, it is not applicable
to a large portion of the sample studied, viz., the
independent hotels. Second, though it may be relevant in
the context of hotels owned by multi-unit firms (the other
significant part of the sample), it is not a competitive
method per se. Relationship with the parent company is more
a "given" situation outside the control of the hotel
manager. It is more an environmental variable aiding or
constraining the hotel manager’s functioning. Thus, after
eliminating these three dimensions from Porter’s (1980)
list, there were ten dimensions to be addressed in the

subsequent steps.
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Table 4. Porter’'s Dimensions of Competitive Strategy

Dimension

Definition/Description

Specialization

Brand Identification

Push vs. Pull

Channel Selection

Product Quality

Technological Leadership

Vertical Integration

Cost Position

METHODOLOGY

The degree to which it {a company] focuses
its efforts in terms of the width of its
line, the target customer segments, and
the geographic markets served

The degree to which it seeks brand
identification rather than competition
based mainly on price or other variables.
Brand identification can be achieved via
advertising, sales force, or a variety of
other means

The degree to which it seeks to develop
brand identification with the ultimate
consumer directly versus the support of
distribution channels in selling its
product

The choice of distribution channels
ranging from company-owned channels to
specialty outlets to broad-line outlets

Its level of product quality, in terms of
raw materials, specifications, adherence
to tolerances, features, and so on

The degree to which it seeks technological
leadership versus following or imitation.
It is important to note that a firm could
be a technological leader but deliberately
not produce the highest quality product in
the market; quality and technological
leadership do not necessarily go together

The extent of value added as reflected in
the level of forward and backward
integration adopted, including whether the
firm has captive distribution, exclusive
or owned retail outlets, an in-house
service network, and so on

The extent to which it seeks the low-cost
position in manufacturing and distribution
through investment in cost-minimizing
facilities and equipment
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Service

Price Policy

Leverage

Relationship with
Parent Company

Relationship to Home
and Host Government

The degree to which it provides ancillary
services with its product line, such as
engineering assistance, an in-house
service network, credit, and so forth.
This aspect of strategy could be viewed as
part of vertical integration but is
usefully separated for analytical purposes

Its relative price position in the market.
Price position will usually be related to
such other variables as cost position and
product quality, but price is a distinct
strategic variable that must be treated
separately

The amount of financial leverage and
operating leverage it bears

Requirements on the behavior of the unit
based on the relationship between a unit
and its parent company. The firm could be
a unit of a highly diversified
conglomerate, one of a vertical chain of
businesses, part of a cluster of related
businesses in a general sector, a
subsidiary of a foreign company, and so
on. The nature of the relationship with
the parent will influence the objectives
with which the firm is managed, the
resources available to it, and perhaps
determine some operations or functions
that it shares with other units (with
resulting cost implications)

In international industries, the
relationship the firm has developed or is
subject to with its home government as
well as host governments in foreign
countries where it is operating. Home
governments can provide resources or other
assistance to the firm, or conversely can
regulate the firm or otherwige influence
its goals. Host governments often play
similar roles

Source : Porter (1980, p. 127-129)
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The multi-item strategy scales used by earlier
hospitality strategy researchers were examined at this stage
to eliminate such items which are unsuited for inclusion in
the new scale being developed. The scales examined here
included those used by Schaffer (1986), Dev (1988), Tse
(1988), West (1988), Crawford-Welch (1990), as well as Dess
and Davis’ (1984) scale which formed the basis for the
scales used by the hospitality researchers. There were two
types of items which were eliminated from this examination.
The first set to be eliminated included such statements as,
"maintaining market leadership", which were more like
goals/objectives to be reached rather than being the
vehicles (competitive methods) to reach them. Second, there
were items such as, "stability in the operating
environment," which were, once again, more environment
descriptionsvrather than strategic characteristics. The
remainder of the items from all the scales listed earlier
were then classified under the teﬁ dimensions of Porter
(1980) short-listed in Step 1. No duplications were removed

at this stage yet.
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Step 3.

The previous step, obviously, resulted only in a thin
representation of the ten dimensions of Porter (1980) since
all the scales examined had only around 20 items in each,
after the eliminations described above. 1In this step, the
strategic characteristics listed by the Merlin general

managers were classified by the ten dimensions.

Step 4.

At the conclusion of Step 3, four observations emerged.
First, the dimensions were now better represented by larger
sets of scale items than at the end of Step 2. Second, some
dimensions were, however, still underrepresented. Third, no
scale items which could be classified under the three
dimensions eliminated in Step 1 were present. This
strengthened the validity of the decision to eliminate these
three dimensions. Fourth, there were some items left from
the Merlin general managers’ listings which could not be
classified under any of Porter’s (1980) dimensions. These
items were mostly service-related. These were kept under a
temporary category labelled "Unclassified" until further

steps described below were executed.
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8tep 5.

To capture the underrepresented dimensions more
adequately, additional statements of competitive methods
were developed, based on the researcher’s personal
experience with, and knowledge of, the lodging industry.
Other sources such as the TRENDS Database at the Dept. of
Hospitality and Tourism Management at Virginia Tech were
also used as the basis for the development of these

additional scale items under the respective dimensions.

Step 6.

At this stage, all scale items under each dimension
were critically examined to eliminate duplications. Since
most of the scales considered so far had common and inter-
linked origins, there were, obviously, many duplications
with minor semantic variations. This stage eliminated all
such duplications resulting in parsimonious sets of scale

items under each dimension.

The above procedure thus far was still rooted in
Porter’s (1980) work. For a truly eclectic approach to this
scale building, it was necessary to bring in the service
literature’s perspective to ensure that the unique
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characteristics of service industries - intangibility,
heterogeneity, perishability and simultaneity (of production
and consumption) - are reflected in the scale being

developed.

Service Strategy Dimensions.

Buzzell and Gale (1987) and Gronroos (1990) stated that
customer perceived quality is extremely important for
service firms’ success. Building on this, Grénroos (1990)
presented several strategic characteristics for service
firms to improve the customer perceived quality and,
consequently, performance. Some of the strategic

characteristics identified by Gr®nroos are listed below:

* Improving the technical skills of the employees

* Service orientation of attitudes and behavior of
employees

* Making systems and the technology more supportive to
employees and/or to customer participation

* Industrializing the service operation

* Increasing customer cooperation in the service
production process

* Reducing the mismatch between supply and demand
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* Practicing relationship marketing (as opposed to

transaction marketing)

Zeithaml et al. (1985) consolidated a list of

(marketing) strategies from their review of service

literature, and classified them by the unique service

features they address. An adaptation of their exercise is

shown in Table 5.
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Table 5. Marketing Strategies from the Service Literature

Suggested (Marketing) Strategies for

Problems Stemming from Unique Service Features

Unique Service
Features

(Marketing) Strategies to Solve Problems

Intangibility 1.
2.
3.
4.
6.

Inseparability 1.

3.

Heterogeneity 1.
2.

Perishability 1.
2

Stress tangible cues

Use personal sources more than non-personal sources
Simulate or stimulate word-of-mouth communications
Create strong organizational image

Use cost accounting to help set prices

Engage in post~purchase communications

Emphasize selection and training of public contact
personnel

Manage consumers

Use multi-site locations

Industrialize service
Customize service

Use strategies to cope with fluctuating demand
Make simultaneous adjustments in demand and capacity
to achieve a closer match between the two

(Adapted from Zeithaml et al (1985))
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Parasuraman et al. (1988) developed a service quality
measurement scale, SERVQUAL. Their investigations using
this scale yielded five service gquality dimensions:
tangibles, reliability, responsiveness, assurance, and
empathy. 2Zeithaml et al. (1990) used SERVQUAL to identify
the differences between managerial perceptions of service
quality being delivered and customer’ ratings of service
guality. Based on this study, Zeithaml et al. developed a
service-quality-gap model in which five Gaps have been
identified. As customer perceived service quality is held
to be the key to service businesses’ success, according to
normative service management theory (Buzzell & Gale, 1987;
Grénroos, 1990; Parasuraman et al. 1988; Zeithaml et al.
1985, 1990), whether respondent lodging units are
differentiating on service quality, and trying to improve
customers’ perceptions of service quality, are areas of
interest that need to be investigated here. To capture the
strategic characteristics unique to the service industries
such as lodging, Ziethaml et al’s (1990) Service Quality Gap
Model was used as the starting point for additional scale
development. Ziethaml et al’s service quality model is

- depicted in Figure 4.
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Four Gaps identified in the model are:

Gap 1: Not Knowing What Customers Expect
Gap 2: The Wrong Service Quality Standards
Gap 3: The Service Performance Gap

Gap 4: When Promises Do Not Match Delivery

Gap 5, between customers’ expected service and
perceived service is a result of the first four Gaps,
according to the Model. Zeithaml et al (p.51-135) discussed
a number of strategies that business units can adopt to
bridge Gaps 1 through 4 and, as a result, reduce or even
eliminate Gap 5. Several strategic characteristics
applicable to the lodging industry were isolated from this
literature and classified under four strategic dimensions.
These dimensions were labelled as Service Identification,
Service Specification, Service Delivery, and Service
Communication, corresponding to the four Gaps identified by
Ziethaml et al. Strategic characteristics isolated from
other service literature cited before, such as Grénroos

(1990), were then classified under these four dimensions.

At this stage, two observations came to light. First,
it was now possible to classify the strategic
characteristics categorized earlier under the label,
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"Unclassified", into the four new service strategy
dimensions just created. Second, it was found that one of
Porter’s (1980) ten strategy dimensions - Service -
shortlisted in Step 1 was now found to be redundant in the
wake of the more detailed scales developed for the four
service strategy dimensions. Thus, Porter’s ’Service’
dimension was eliminated. At this stage, all semantic
duplications were also screened out as was done earlier, so
that each dimension had a set of mutually exclusive scale

itenms.

The consolidation of competitive methods from the above
sources, which are grounded in service theory literature,
resulted in a rich source of service industry-oriented
strategic characteristics. Combining these strategic
characteristics with the list developed in Step 6
previously, taking care to eliminate any duplications,
yielded the most comprehensive strategy measurement scale
till date. This strategy écale classified by the 13 final
dimensions, nine from Porter (1980) and four service
dimensions, is enumerated in Table 6. Throughout this
process of developing this 122-item strategy measurement

scale, two expert faculty members were involved constantly.
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Table 6. Multi-item Scale to Measure Lodging Strategy

Strategy Dimension Scale Item

Specialization 1.
2.
3.

* 4.

5.

6.

Push vs. Pull 10.

11.

12.

13.

14.

15.

l6.

17.

METHODOLOGY

Developing new products and/or
services

Providing a broad range of
products/facilities/services
Serving a variety of market
segments

Focusing on few specific
market segments and/or
geographic markets

Searching for new
markets/opportunities

Catering to the specific needs
of individual
customers/customer groups
Positioning food & beverage
operations compete with
outside competition

Testing new marketing ideas
and methods

Providing better security than
competitors

Concentrating on direct
selling to local businesses
Using sales blitzes in source
markets to tap corporate
clients

Emphasizing on working
relationships with local
visitor/tourist bureau for
referral business

Cultivating competitors to get
their overflows

Promoting the hotel to the
travel trade to get bookings
Entertaining regular guests to
solidify repeat business
Participating actively in
franchise alliance for
referral business

Offering special rates and/or
privileges for repeat guests
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* 18. Giving overriding (i.e., above
normal) commissions to travel
trade

19. Contacting customers after
they have stayed at the hotel

20. Trying to increase business in
low season by calling on
customers

Product/Service Quality 21. Renovating and/or refurbishing
regularly
* 22. Using high quality food &
beverage as roomnight
generator
23. Maintaining consistently high
quality product and/or service
24. Using technology to enhance
product and/or service quality
25. Using training and development
to raise service quality
standards
26. Developing standard operating
procedures for all areas of
the hotel to ensure
consistently high quality
service delivery

Price Policy * 27. Adopting competitive pricing
(at par with competition)
* 28. Assuming price leadership

(high end pricing in the
market) stressing superior

quality

* 29. Being the lowest-priced hotel
in the market

* 30. Increasing service offerings

to improve the perceived
dollar value received by
guests (e.g., extra room
amenities, free breakfast
buffet, providing the best
tourist information, etc.)

* 31. Pricing decisions based on a
cost plus approach
* 32. Pricing based on what the

market is willing to pay

Brand Identification 33. Building a good reputation of
the property in the community
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34. Advertising to create and/or
maintain awareness of the
hotel

35. Deploying a highly visible
professional sales force

36. Gearing much of marketing
effort to project a specific
image of the hotel

37. Using the uniforms/dresses of

. guest-contact employees as a
means to project image

38. Designing facilities to
achieve specific image
objectives

Channel Selection 39. Adopting joint marketing and
distribution along with
competitors, local chamber of
commerce, etc. to bid for
shared business (e.q.,
conferences)

40. Affiliating with hotels
located in other markets to
build mutual referral business

41. Setting up sales offices in
generating markets

42. Contracting with hotel
representation firms to
promote the property

43. Promoting the hotel to
incentive houses

44. Negotiating contracts with
travel agents and tour
operators for volume business

45. Tying up with airlines and/or
car rental firms to offer
integrated reservations

Technological Leadership 46. Developing innovative service

ideas/methods

47. Introducing latest
computer/communication
technologies in guest rooms

48. Expanding
automation/computerization in
guest handling

49. Leading the competition in
introducing new technologies
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51.

Cost Position 52.

53.

54.

55.

56.

Leverage 57.
58.
59.

60'

61.
62.
63.

64.

Service Identification 65.

METHODOLOGY

Waiting till competitors
introduce some new technology
before following suit

Adopting innovative
technologies wherever possible
in different areas of the
hotel

Employing
automation/computerization to
reduce costs

Bargaining with suppliers for
lowest prices

Using every management
decision to reach the goal of
achieving the lowest cost of
operation among the
competition

Using a cost accounting system
to establish costs accurately
Using cross~training of
employees to reduce costs

Minimizing the use of debt
financing

Minimizing overhead through
standardization

Achieving high operational
efficiency levels

Employing rigorous cost
control systems/procedures in
all areas

Adopting risk management
practices

Training employees in risk
management

Maximizing the use of debt
financing

Minimizing debt servicing
costs through refinancing

Using guest
complaints/suggestions/
feedback as a resource in
strategic planning
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66.

67.

69'

70.

71.

73.

Service Specification 74.

75.
76.

77.

METHODOLOGY

Researching what service
standards customers expect
from industries
similar/related to hotels
(e.g., airlines)

Researching sources of
business (e.g., travel agents)
to understand what guests want
Using customer panels to get
regular information on
customer needs/expectations
Soliciting guest comments on
their stay at the time of
departure

Using market research
effectively in designing
product and/or service
strategies

Encouraging all departmental
managers to interact with
customers personally and
experience the service
delivery process

Encouraging free upward
communication between
guest-contact employees and
management

Staying close to the customers
by reducing the organizational
levels between the
guest-contact level and
management level

Enhancing the personalization
of service in all areas of the
hotel

Employing yield management
techniques/systems

Ensuring that hotel activities
are coordinated to enhance
customer satisfaction
Adopting user-friendly (to
both employees and guests)
systems and new technologies
which improve the
effectiveness of service
delivery
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80.

81l.

82.

84.

86.

87.

88.

89.

METHODOLOGY

Industrializing the service
operation by substituting
technology and automation for
people wherever possible
(e.g., video
check-in/check-out)

Increasing the number of
self-service operations in as
many areas of the hotel as
possible (e.g., coffee shops,
swimming pools)

Improving customer
participation skills (in
self-help services) by
simplifying systems and
procedures, installing
easy-to-understand signage,
etc.

Employing additional part-time
workers to maintain service
levels in peak demand periods
Promoting special rates and/or
packages to improve traffic in
low season

Reducing service levels in
high season to restrict demand
Using differential scheduling
of existing employees to cope
with seasonal fluctuation in
demand

Making employees work overtime
in peak season

Cross-training employees to
perform other tasks as a means
of coping with peak season
demand

Educating customers to use the
hotel during non-peak periods
Constantly and visibly
expressing/demonstrating
management’s commitment to
product/service quality
Training departmental managers
in the skills needed to lead
employees to deliver quality
service
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90.

91.

92.

93.

94.

95,

96.

97.

98,

99.

METHODOLOGY

Instituting financial
incentives for departmental
managers linked to behaviors
that foster high service
quality

Viewing customers’ demands as
challenges and puzzles rather
than as problems (i.e.,
believing in the feasibility
of solving any customer
problem)

Using computerized information
systems as the basis for
setting standards to improve
customer service
Standardizing service tasks
with the help of information
databases (e.gqg.,
pre-registration)
Standardizing routine service
tasks through automation, so
that time is freed to
personalize other service
aspects

Effectively using
computers/automation to
improve job scheduling,
service delivery, etc.
Ensuring that a single
guest-contacting employee can
handle customer problems
involving interaction between
different departments of the
hotel

Setting service quality goals
that are designed to meet
customer expectations

Setting specific service
guality goals for employees
which emphasize critical
service tasks

Setting service quality goals
which are challenging but
realistic, are accepted by the
employees, and measured and
reviewed regularly
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Service Delivery 100. Improving the service
orientation of employee
behavior (particularly among
those in guest-contact
positions)

101. Training employees in the
technical aspects of the
services they are supposed to
provide

102. Training employees in
interpersonal skills

103. Training employees in
communication skills

104. Training guest-contact
employees about their
customers/customers’
expectations

105. Providing regular feedback to
employees on their service
delivery achievement

106. Designing employee
incentive/reward/recognition
systems based, at least in
part, on the delivery of
quality service

107. Adopting innovative
recruitment and retention
methods to foster employee
loyalty (e.g., recruiting
physically challenged
personnel)

108. Carefully choosing personnel
who interact with customers
(e.g., assessment of social
adaptation skills)

109. Emphasizing employee
empowerment by pushing
decision-making down to the
lowest organizational levels
of the hotel

110. Building teamwork by
cross-training employees,
team~-based reward systems,
ete.

111. Re-doing service when a
customer is dissatisfied

* 112. Educating customers on their
roles in receiving quality
service
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Service Communication 113.

114.

115.

116.

117.

118.

119.

120.

121.

* 122.

Promoting horizontal
communication between
different departments of the
hotel (e.g., sales/marketing
and operations)

Emphasizing in external
communications those aspects
of service quality (e.qg.,
reliability) which customers
consider most important
Effectively using external
communications (e.q.,
advertising) to manage
customers’ expectations (e.g.,
advertising only what can be
and/or actually is delivered)
Determining pricing carefully
to convey the appropriate
quality signals

Designing marketing programs
aimed at developing and
enhancing enduring customer
relationships, i.e., repeat
business

Making specific effort to
encourage customers to tell
others about the hotel’s good
service

Stressing tangible cues in all
communications (advertising,
in-house signage, direct mail,
etc.) to define the
product/service

Communicating service quality
guarantees to customers
Treating employees as
customers and seeking their
input in product/service
design

Featuring actual employees
doing their jobs in external
communications (such as
advertising)

Scale items marked with an asterisk (*) were dropped in the

scale purification process
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Though almost all these strategic characteristics are
extracted from grounded theory, some of them - notably those
developed anew for the strategic dimensions of Porter (1980)
and the adaptations from the service management literature -
have not been operationalized previously in hospitality
research. Therefore, it was necessary to validate this
scale before it could be further used in the current study.
For this purpose, a pilot questionnaire, shown in
Appendix I, was developed and mailed to the Merlin general
managers. By the time this scale development process was
completed, Merlin Hotels had gone through a restructuring
process, and only 18 hotels out of the earlier 35 were with
the company. As such, the pilot questionnaire was mailed to
only these 18 general managers. The main purpose of this
pilot study was to assess the comprehensiveness and
comprehensibility of the strategy scale. Thus, Question 1
in Appendix I was the principal guestion in this survey

instrument. The question read as follows:

Considering your property as a whole and using
your competitors as a frame of reference, please
indicate the extent to which each of the following
items was a part of the overall competitive

posture (strategy) of your unit for the year 1992:
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Not part of Key part of
strateqy strategy

(Comprehensive list of

N
W
-3
wn
[+4]

strategic characteristics 1

as developed above]

This question was adapted from Dev’s (1988) survey
instrument. Framing this question as above had the

following advantages:

* Its wording had been pretested.

* As Dev modified the semantic differential used by
Schaffer (1986), realized strategy is captured
instead of intended strategy. This eliminated one
of the contentious issues discussed in the

preceding chapter.

As can be seen from Appendix I, the strategy scale
items were randomized for this pilot study. Other
-additional questions were added to verify some assumptions,
to assist in the development of the survey instrument to be
used in the final study. Some of the findings of this pilot
study formed the basis of the decision rules adopted in the
design of the final instrument, and these are discussed in

Chapter 4.
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Measurement of Performance

The operational measures of performance were (1) ROA

(2) ROS (3) YPR and (4) Market Share Index. To compute

these, the following information was requested from the

respondent units:

1.

2.

4.

5.

Number of Available Roomnights

Number of Occupied Roomnights

Total Room Sales

Total Annual Sales

Income before fixed charges (before interest, income
taxes, rent, property taxes, insurance,
depreciation, and reserve for replacement of FF&E)

Total Fixed Assets

. Total capacity (number of rooms) of all competition,

including the respondent hotel
Total Occupied Roomnights of all competition,

including the respondent hotel

All the above information was obtained for the years 1992

and 1993.
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From the above information, the performance measures can be

calculated as below:

Income before Fixed Charges

ROA =

Total Fixed Assets

Income Before Fixed Charges
ROS = -

Total Annual Sales

Total Room Sales
YPR =

Number of Available Roomnights

Market Share Index:

Capacity of respondent hotel

a) Fair Share =
Total capacity of competition

Occupied Roomnights of respondent hotel

b) Market Share
Total Occupied Roomnights of competition

Market Share Index (a / b) x 100

Quantile statistics of these performance variables were then
used to classify the respondent hotels as high and low
performers. This was done on each performance variable
separately. The practice of classifying respondent business
entities falling in the upper quartile as high performers,
and those falling in the lower quartile as low performers,

is guite common in this type of research.
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Measurement of Control Variables

Size was measured by the average number of rooms
available for sale in each year. This is obtained by
dividing the Available Roomnights by the number of days in

the year.

Location was measured by asking the respondents to
classify their hotel’s location, using the following
classification scheme: city-center, suburban, highway,

airport, and resort locations.

Segment was measured by asking the respondents to
classify the type of their hotel, using the following
classification: city-center, full-service, limited service,

all-suite, resort, and convention hotels.

Affiliation was measured by asking the respondents to

classify their hotels, using the following classification:

* Independently owned, self-managed
* Independently owned, managed by the franchisor
* Independently owned, managed by a management company

(other than the franchisor)
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* Chain owned (i.e., part of a multi-unit company),
managed by the chain

* Chain owned, managed by the franchisor

* Chain owned, managed by a management company (other
than the franchisor)

* Other than any of the above

It is to be noted that four of the ten types of affiliations
discussed previously had to be dropped in this scale, since
all the respondent hotels carry the flags of the hotel
companies whose cooperation was sought to conduct this
research. This arrangement is discussed in the next

section.

Sample Frame

One of the major problems faced in hospitality research
is the predominance of private business units. 2as a
consequence of this, many market-based measures, that
researchers in the manufacturing industry so easily have
access to, are unavailable to hospitality researchers.
Specifically, in the case of performance measures,
hospitality researchers neither have the luxury of secondary
sources of data to cross-check their primary data, nor is
primary data forthcoming in the first place as private firms
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are very confidentiality-minded. The poor response rates
some of the earlier researchers got is evidence of this

problem.

As such, if a researcher needs a high response rate,
particularly on performance measures, alternative mechanisms
for selecting the respondent population have to be
considered. For this reason, as well as the fact that this
is an exploratory study where a major emphasis is on scale
development and refining, it is felt that getting a
cooperative representative sample is more important than
seeking a random sample with doubtful response pattern.
Such non-random but representati&e sample frames were used
by other hospitality researchers such as West (1988). With
this reasoning, two very large lodging chains - both
industry leaders - known for their interest in scientific
management and research-based decision making were
approached for their cooperation in this study. With the
support of the top management of these chains, identified
hereafter as Company A and Company B to preserve their
anonymity, it was expected that reliable performance
measures as well as a high response rate would be obtained.
Though this method does not allow any law-like
generalizations from this study, the quality and quantity of
data produced should make the results more robust and set
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the stage for other researchers to attempt confirmatory

studies.

The entire portfolios of the upscale, midprice, and
economy hotels of both the companies were targeted in this
study. As these three classificatory labels are frequently
used hereafter, a brief explanation of this labelling is in
order here. As everyone involved with this industry knows,
these labels have lost much of their discriminatory power in
recent years. A Days Inn hotel on the oceanfront in
Jacksonville, FL, charges $100 for a room per night. Many
other Days Inns located on highways charge as little as
$29.95 for a room per night. Examples of this type abound
with most brands. As such, hotels are classified by the
companies mostly on the basis of the average profile of
their brands. Detailed discussions with the top managements
of the two participating companies confirmed this, and these
discussions formed the basis for the classification of the

hotels into upscale, midprice, and economy price segments.

The upscale hotels here are those whose brands on
average sell at more than $70 a room per night. Midprice
hotels are those whose brands on average sell between $55 to
$70 a room per night. Economy hotels are those whose brands
on average sell between $40 to $55 a room per night. oOf
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course, depending on the specific location, exception cases
are there in all the three price segments, like the Days Inn
example cited above. The Budget brands were deliberately
excluded from this study, based on the recommendation of the
participating companies. The managements of these companies
expressed the view that because almost all of their Budget
properties are managed by just one person who, most usually,
is not very sophisticated in professional management, it is
extremely unlikely that these persons would be able to

complete the research instrument used in this study.

Data Collection

A modified version of the total design method of
Dillman (1978) was adopted for this study. Owing to several
frequent changes in the strategic management department of
Company B over the past year, necessary arrangements to
execute this research study could not be tied up at the same
time as they were with Company A. As such, the research
commenced with Company B around three weeks after it did
with Company A, and the mechanical procedures followed

differed slightly for the two companies.

In both cases, the first mailing to the respondent
hotels included a cover letter from a top management person
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from the respective companies, a cover letter jointly signed
by the Chairman of the Doctoral Committee and the
researcher, the final questionnaire and a postage-paid self
addressed envelope. A copy of the final guestionnaire is
included in Appendix II. Company A provided 1344 mailing
labels for all of its hotels in continental U.S.A. and the
mailing was done by the researcher. About a week later, a
reminder post-card was sent to all non-respondents (Appendix
ITI). When the first reminder still did not produce
sufficient response desired, a second reminder (Appendix IV)
was sent one week later, requesting the respondents to
complete at least the sections excluding the performance
guestion. As discussed previously, obtaining performance
data from hospitality businesses has always been a serious
problem. It was hoped that the second reminder would
eliminate this problem by requesting for less confidential
information. However, even this attempt did not generate
sufficient response. So, Company A agreed to another fresh
mailing of the research documentation. A random sample of
300 hotels was drawn out of the non-respondents up to that
point of time, and this second mailing was undertaken a
fortnight after the second reminder of the first mailing.
The cover letters used for this second mailing were similar

to those used earlier.
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As for Company B, owing to the delayed start, the
company graciously agreed to undertake the mailing for this
study. The researcher provided the company a sample of the
documentation materials (with the exception of the Company’s
cover letter) and the company put together all the materials
and mailed them to 1361 hotels, which constituted all of its
portfolio of hotels in continental U.S.A. Approximately one
week later, Company B also sent a reminder post-card to all
the respondent hotels. To protect the confidentiality of
the Companies involved, some of the above referred
communications which contained the Companies’ names are not

appended hereto.

The entire data collection process lasted about eight
weeks, commencing from March 1, 1994 and ending April 30,
1994. At the time of writing this dissertation, responses
are still trickling in. However, owing to the time
constraints, further coding of data from newly received
questionnaires stopped on May 1, 1994, and the analysis was
completed only with the questionnaires received till April

30, 1994.
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Reliability and validity Tests

There is some debate about whether reliability is part
of the overall concept of validity as it represents the
internal consistency of operationalization (Bagozzi, 1980),
or it is different from validity (Nunnally, 1978; Peter,
1981). Whichever may be the case, it is essential that the
reliability and validity of the measures used to tap the
constructs under investigation be established to lend

credibility to any research study.

Construct validity cannot be established by any one
study (Cronbach, 1971). It can be achieved only when
multiple studies tapping the same construct are validated.
However, hospitality strategy research is too nascent to
have reached such a stage. In view of this, as well as due
to the fact that the concepts of reliability and validity
have not always been studied rigorously, it is imperative
that these issues be paid greater attention in hospitality

research.

Reliability

Reliability is one part of the general concept of
internal consistency, the other being unidimensionality
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(Nunnally, 1978). The latter, which assesses whether all
the items in a multi~item scale measure a unidimensional
construct is not relevant to this study because the major
scale here is that developed for measuring strategy, and it
is a priori based on multiple dimensions. Thus, we are
concerned only with reliability in this study. Peter (1981)
defined reliability "conceptually as the correlation between
a measure and itself" (p. 136). Reliability, a necessary
precondition for validity, is measured by the coefficient
alpha (Cronbach, 1951; Nunnally, 1978). The multi-item
strategy scale was subjected to this reliability test. A
more detailed description of this important part of this

research study is presented later in Chapter 4.

Construct Validity

"The term ‘construct validity’ generally is used to
refer to the vertical correspondence between a construct
which is at an unobservable, conceptual level and a
purported measure of it which is at an operational level.
In an ideal sense, the term means that a measure assesses
the magnitude and direction of (1) all of the
characteristics and (2) only the characteristics of the
construct it is purported to assess" (Peter, 1981, p. 134).
In simple terms, construct validity refers to whether an
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operational measure is indeed measuring the construct it is
supposed to, and only that construct. There are four
different components of construct validity usually discussed
in the literature: content validity, convergent validity,
discriminant validity, and nomological validity.

Venkatraman and Grant (1986), in a comprehensive critique on
the current state of construct measurement in strategy
research, opined that "in the present stage of development
of strategy theories, this [nomological validity] is not yet
a key requirement" (p. 82). Nomological Validity can be
established only when a network of relationships between
different constructs is developed through programmatic
research. In hospitality strategy research, these
constructs would be strategy, structure, environment, and so
on. In the absence of a reliable and valid strategy
measurement instrument, past research has thus far not been
able to establish such relationships. So, only the first

three components of construct validity are discussed below.

Content Validity

This refers to the "extent to which empirical
measurement reflects a specific domain of content"
(Venkatraman & Grant, 1986, p. 79). Content validity can be
established through the use of expert panels of scholars and
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executives (Hambrick, 1981, 1983a). In this study, content
validity is established through the process by which the
strategy scale was developed. First, 35 general managers
provided input on the competitive methods they actually use
to compete in the market place. Second, all the hospitality
strategy scales used by past researchers were consolidated
into this scale. Third, new strategy scale items were
developed directly from the strategic management and service
literature. Fourth, the consolidated scale that was finally
developed was thoroughly scrutinized by two experts in
hospitality research. Last, the scale was subjected to
several iterations of reliability testing using
sophisticated methodology. Thus, the rigorous process of

the scale development ensured its content validity.

Convergent Validity and Discriminant Validity

If the correlation between responses obtained through
maximally different methods measuring the same construct is
high, convergent validity is established. Conversely, if
the correlation between responses from two methods measuring
different constructs is low, discriminant validity is
established. Convergent and discriminant validities are
generally examined by using multi-trait-multi-method
matrices (Campbell & Fiske, 1959; Churchill, 1979). This
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procedure, however, needs more than one measurement method
for tapping the same construct. 1In the current study, it
was not possible to use this approach to establish these
components of construct validity as there is only one scale
for measuring strategy. 1In the current state of knowledge
of hospitality strategy, there is no second method that can

be used.

Another method that can be used in this context is
confirmatory factor analysis. If a construct can be a
priori hypothesized to have n dimensions underlying it, and
a factor analysis of a measure operationalizing that
construct produces the same n number of interpretable
factors, the construct validity is presumed to have been
established (Peter, 1981). However, since this is an
exploratory study trying to develop a new scale for
measuring strategy, confirmatory factor analysis could not
be used because one did not know a priori how many

interpretable factors there ought to be.

Venkatraman and Grant (1986), however, stated that
among other methods, using "multiple managers in different
key funétions, ... [and] expert opinion" (p. 82) are also
acceptable alternatives. Thus, the process used in the
development of the strategy scale involving, as it did, the
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input of general managers of several hotels and two experts
is considered sufficient evidence to establish construct

validity.

The other variables involved in this study -
performance, size, location, segment, and affiliation - do
not require any validation, as they are drawn from
universally standard industry terminology, used by previous

researchers as well.

Data Analysis

The following statistical tests were performed in this

study:

* Descriptive statistics were generated by all the
variables used in the study, except for the strategy
scale, to assess the distribution pattern of the data.
This was necessary to ensure that the data does not

suffer from any abnormalities.
* Chi-square tests were performed on the cross-
tabulations to evaluate the inter-relationships in the

data.
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* The strategy scale was factor analyzed to identify the
strategic dimensions underlying the response pattern,
which is the primary objective of this study.
Successful factorization resulting in meaningfully

interpretable factors supports Proposition 1.

* The factor scores were then used in multivariate
analysis of variance procedures to identify the
differences in the strategy dimensions between high and
low performers, identified by using the quantile
statistics. This was done for each performance measure

separately.

* Based on the results obtained in the previous step,
univariate ANOVAs were performed in all such cases

where the MANOVAs indicated significant differences.

* For each significant ANOVA result, factor means were
calculated to verify the direction of the relationship
between the significant strategy dimensions and the

performance variables concerned.

* To investigate how the strategy-performance
relationship varies across the different
classifications of the control variables, a similar
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series of MANOVA->ANOVA->factor means procedures were

performed for each control variable.

* Last, differences in performance between 1992 and 199
were classified into high and low, and analysis of
variance procedures were used to investigate the

strategic time lag issue.

The detailed steps in executing the above analytical
procedures are more fully explained in the next Chapter as

the results are presented.

Summary

This chapter dealt with the methodological issues of
the study. Specifically, the operationalization of the
variables, statement of propositions, research design, the
detailed process used in the development of the multi~item
strategy scale, validity and reliability issues, and the

statistical tests to be performed were discussed.
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Introduction

The previous chapter described the methodology followed
in this research study. This chapter reports the findings
from this study. Specifically, the results of the pilot
testing of the strategy scale and the survey instrument used
in the final study are presented first. This is followed by
a discussion of the extensive diagnostic checks performed on
the data. Next, the purification of the strategy scale
using reliability testing is discussed, which is followed by
a factor analysis of the strategy scale. The relationship
between the strategy dimensions and performance is discussed
thereafter, followed by a presentation on the effect of the
control variables on this strategy-performance relationship.
Last, the investigation of the strategic time lag issue is

reported.

Pilot study Results

One question that is frequently raised in hospitality
strategy research is whether strategy should be measured
over a longer term, say five years. Notwithstanding its
intuitive appeal, as strategy is after all supposed to
reflect a longer term orientation, there are problems in
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implementing this idea. Two major problems in this regard

are as follows:

1. In a turbulent environment, strategies have to change
frequently and, hence, their measurement over a longer
term, desirable as it may be, is a difficult task if

not an impossible one.

2. With all the corporate restructuring that is being
witnessed over the past few years, it is equally
difficult to find hotel managers who have been with one
property for five years to help measure the strategy

construct over a longer term.

Each of the above problems have been addressed in the
pilot study which obtained 16 usable responses. In Question
2 (Appendix I), respondents were asked to indicate if their
hotel’s competitive activities in 1990-1951 were
significantly different from those adopted by them during
1987-1989. It will be noted that these two time periods
together add up to five years. Twelve out of 13 respondents
(with three missing values) answered that their competitive
methods, as described by their responses to the strategy
scale in Question 1, significantly differed between the two
time periods.
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Question 8 investigated whether the respondents were in
their current position in 1990 as well as 1991. The results

were as follows :

7 respondents were at the same (current) hotel in both

1990 and 1991.
7 respondents were not there in either 1990 or 1991.

2 respondents were not there in 1990, but came in 1991.

Both these results tend to confirm this researcher’s
view that, despite its desirability, measuring hospitality
strategy over a five-year period is infeasible at this time.
This is no way refutes the importance of trying to measure
strategy over a longer term, which should be undertaken when

more stable environmental conditions prevail.

A new question might arise from the above findings, and
that is, how did the respondents know whether the hotel’s
competitive methods were different between 1987-1989 and
1990-1991, if half of them were not even there in 1990 and
1991. A cChi-Square test was performed to examine this
question by cross-tabulating the responses to Questions 2
and 8. It was found that regardless of whether the
respondents were at the current hotel in both 1990 and 1991
or not, their responses to Question 2 were the same. This
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means that their not being at the current hotel in 1990 and
1991 did not affect their knowing whether the 1987-1989

competitive methods were different from those of 1990-1991.

Another issue that was verified was whether or not the
responses to the strategy scale in Question 1 were different
between those respondents who were at the current hotel in
both 1990 and 1991 and those who were not. It was found
that the responses were in general the same. Only in the
case of three competitive methods out of the total of 122

scale items, were any differences found.
From the above findings, it was concluded that :

1. it was more pragmatic to measure strategy over a recent

2-year period, and

2. that it was not necessary to reject the responses of
such hotel managers who were not present at the current
hotel in the relevant 2-year period (as was originally

contemplated by the researcher).

One is, of course, conscious of the fact that these
conclusions are being drawn from a study of only 16
respondents.
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As stated in Chapter 3, the primary purpose of this
pilot study was to assess the comprehensibility and
comprehensiveness of the strategy scale. Questions 3, 4 and
5 in the pilot survey instrument addressed the first issue,
i.e., comprehensibility. Fourteen out of 15 respondents did
not find any problems with the clarity of the strategy
scale. The lone exception was a respondent who claimed that
he was in this industry for 48 years, and considered most
academic research of this kind to be of no value.
Considering the nature of this exception, it was ignored and
the strategy scale as tested was considered to be
comprehensible enough to be adopted for the final study

without any changes.

The comprehensiveness issue was addressed through
Questions 6 and 7. Again, 14 out of 15 respondents did not
find any competitive methods missing in the scale compared
to what they have been practicing. The lone exception in
this case (not the same respondent as the one referred to
previously) responded that maintaining a high profile with
the Welcome Center managers to get more seniors’ leisure
business is an additional competitive method he follows
which was not included in the strategy scale. As it so
happens, this competitive method was indeed in the strategy
scale (no. 12 in Table 6) and this respondent, as a matter
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of fact, correctly identified this item of the strategy
scale as being a key part of his strategy. In view of this,
his exception response to Question 5 was disregarded, and

the strategy scale was deemed to be comprehensive.

The Final Instrument

A copy of the final survey instrument is included in
Appendix II. Most of the measurement issues involved in
this instrument have already been discussed in detail in
Chapter 3 and are not being repeated here. This section
will thus only briefly introduce the instrument and provide
below a few additional clarifications not covered elsewhere

herein:

1. Questions 1, 3 and 4 in Section I were designed to
measure the control variables Location, Segment, and
Affiliation. Measurement of the control variable Size
is embedded in Question 2 of Section III (page 6 of the

instrument), as the variable Rooms Available.

2. In an earlier discussion of this research study, the
relevance of assessing whether a hotel’s location is
good or bad, in addition to simply classifying the
location by a scale, was raised. To address this

RESULTS AND ANALYSIS 192

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



concern, Question 2 investigated how the respondents
rated their hotel’s location vis-a-vis their

competition.

3. Likewise, in the previous discussion referred to above,
whether the quality of a property had anything to do
with its performance was another point that was raised.
Considering the aging inventory of hotels in the market
place, at issue here is whether all hotels regardless
of age can follow similar strategies and achieve
similar performance levels. To address this issue, the
age of the respondent hotels was measured through

Question 5 in Section I.

4. The 122-item strategy scale in Section II is identical
to the one used in the pilot study, as no changes were
warranted from the pilot study responses. However, the
question relating to this strategy measurement was
slightly modified on the recommendation of the
corporate sponsors, by separating the instructional
part from the question per se and highlighting the
former in a box. 1In fact, from the consultations with
the corporate sponsors, the presentation of the
instrument was enhanced by prominently including
instructions and preamble statements.
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5. Another issue that was raised in the earlier discussion
was whether the objective/goal of a business unit (of
analysis) had any bearing on the strategies pursued by
such a unit. For instance, do hotels which aim for a
higher market share (probably a longer term goal)
differ from those which look for immediate
gratification through a higher gross operating profit?
A related question might be, "Is market share a
performance variable (as a goal/objective) or a
strategy variable?" The discussion on strategy
research based on the PIMS-Database in an earlier part
of this dissertation has dealt with this subject.
Question 1 of Section III, thus, investigated which of
several alternatives was the most important performance
objective for the hotel. The criterion by which the
hotel manager’s performance is judged is deemed to be a

surrogate of the objective of the hotel (owners).

6. Question 2 of Section III of the instrument was
designed to capture the data on the four performance
variables under study. The formulae by which these
performance measures - YPR, MSI, ROA and ROS are
calculated from the information solicited in this

question have already been described in Chapter 3.

RESULTS AND ANALYSIS 194

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



An extensive list of diagnostic checks were employed to
scan the information reported by the respondents who
returned the completed survey instrument described above.

The next section reports on these checks and the findings.

Diagnostics

As reported earlier, this study was conducted in
collaboration with two corporate sponsors who are industry
leaders with large portfolios of hotel properties. The
final survey documentation was mailed to a total of 2705
hotels belonging to these chains. The questionnaires
returned by the respondents added up to 654, representing a
24.2% response rate. Very few packets mailed to Company A’s
hotels were returned undelivered. As Company B undertook
the mailing to its hotels, the corresponding information of
returned questionnaires was not available for Company B.
However, as both companies provided/used their current
mailing labels, the returns in the latter case also could
not have been too many. As such, this returns figure has
not been considered in the response rate calculated.
Likewise, the questionnaires received after the data
processing has commenced have also not been included in the
total response figure. This rate compares very favorably
with the experience of previous hospitality strategy
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researchers. This is particularly so considering the length
of the survey instrument in this study and the breadth and
exactness of the performance information solicited. The
company-wise break up of the response pattern is as shown in

Table 7.
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Table 7. Response Pattern of the Survey of Lodging

Establishments of Two Major Chains in U.S.A.

Company A Company B Total
Total Mailing 1344 1361 2705
Questionnaires Returned 302 352 654
Response Rate 22.5% 25.9% 24.2%
Questionnaires Rejected 55 20 75
Effective Responses 247 332 579
Effective Response Rate 18.4% 24.2% 21.4%
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As Table 7 shows, 75 questionnaires were rejected for
various reasons described in the ensuing section, yielding a
final sample of 579 hotels for further analysis. This
represented an effective response rate of 21.4%. This
response rate compares well with the response rates obtained
in past hospitality strategy research. More importantly,
this final sample size of 579 is four to five times the
sample sizes realized in previous studies, and was
considered more than adequate for the analyses contemplated

in this study.

The diagnostic checks made were of two types. First,
the questionnaires received back were physically screened,

and then they were subjected to statistical checks.

Physical Screening

The following decision rules were adopted a priori to

screen the questionnaires received:

1. Each questionnaire was scanned, and any questionnaire
found to have been mutilated or filled lackadaisically
was rejected outright. For instance, three respondents

obliterated the price segment codes on the
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questionnaires, thereby disabling their identification
as upscale, midprice, or economy hotels. A couple of
respondents encircled the entire columns of numbers on
each page. All such frivolous cases were eliminated

first.

Several responding hotels were not in operation in 1991
and/or 1992. Many of them even clearly indicated as
such. Since the strategy scale refers to the period
1991-1992, it was decided even before the first
questionnaires started returning that any hotel not in
operation at least for the entire year of 1992 should

be eliminated.

Also eliminated at this stage were all such
guestionnaires in which the respondents did not
completely respond to the strategy measurement
guestion. Less than 10% missing values were, however,

accepted.

These decision rules resulted in the 75 rejections

reported earlier. The 579 accepted responses were coded and

analyzed with the SAS package. The diagnostic checks

reported in the ensuing section have been performed with

computer analysis.
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One of the first observations made during the physical
screening process was that respondents, while reporting the
performance information, failed to take into account the
fact that 1992 was a leap year and had 366 days. Many of
them provided exact performance figures right down to the
second decimal place (thereby confirming their willingness
to furnish accurate information), but forgot to adjust their
own available roomnights and those of the competition as a
whole for 1992. 1In contrast, many other respondents not
only took care of this adjustment, but even pointed out in
writing that they have done so lest the researcher
misinterpret the data. It was thus obvious that the data

needed some adjustment. This was accomplished as follows.

The Rooms Available for 1992 and 1993 were each divided
by 365. If the resultant pair of data was identical, it is
obvious that adjustment for the leap year was forgotten. If
the resultant numbers (of daily rooms) were unequal,
obviously, the respondents have made adjustments. So, for
all such cases where the Rooms Available for 1992 and 1993
were the same, the 1992 figure was recomputed using 366
days. A similar exercise was done in respect of Total Rooms

Available of Competition. The rest of the performance
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fields are not affected by this leap year difference as they

are all actual achieved figures.

The Average Room Rates (ARR) for 1992 and 1993 were
computed by dividing the Net Room Sales figures reported by
the corresponding Rooms Sold/Occupied figures. Scanning
these ARRs not only helped in locating data entry errors but
also highlighted highly improbable situations (e.g., an ARR
less than $5). Such questionnaires were re-examined and the
corresponding performance information was deleted, if found

inaccurate.

Another very important observation which resulted from
the physical screening of the returned questionnaires
concerned the Total Fixed Assets figures reported by the
respondents (Q.2, Section III, p. 6 of Appendix II). It was
observed that these figures seemed to vary radically among
the questionnaires, and appeared to have no discernable
pattern of relationship with the size of the respondent
hotels. To investigate this further, an intermediate
variable COST (per room) was computed for each year. These
calculations gave two figures, COST92 and COST93, being the
result of dividing the Total Fixed Assets by the number of
rooms. The latter figure was taken from the just described
exercise of adjusting the Rooms Available for the leap year.
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The computations of COST92 and COST93 was done for upscale,

midprice, and economy hotels separately for obvious reasons.

These calculations highlighted the problem at hand
which was not all that clear from merely studying the Total
Fixed Assets figures. For upscale hotels, it was found that
the COST figures ranged from a minimum of $6,145 to a
maximum of $116,224. The corresponding minima and maxima
for midprice and economy hotels were $308 and $87,260, and
$361 and $68,236 respectively. It was quite clear from
these figures that the sample consisted of a mixture of
leased and owned hotels. This is quite representative of
the larger universe of the lodging industry in general. The
leased properties seem to have reported as their fixed asset
values only such amounts which account for the limited
capital infused by them after leasing the properties.
Usually, such investments are restricted to some limited
remodelling, acquisition of new computers, and so on. This
is conjectural, of course, but is based on one’s knowledge
of the industry and an interpretation of the lower end of

the COST figures computed.

It must be clarified here that the possibility of older
hotels having low fixed asset values (because of being fully
depreciated) as compared to newer hotels was considered and
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rejected as an explanation for the variations in this data.
This is because an examination of the COST and Age figures
showed that there were many new hotels with very low COST
figures and vice versa. Further probing on this subject
also revealed that there are some prevalent industry
practices which confound this issue. For example, it
appears there are informal cartels of hotel owners who by
turn depreciate their properties on the books and then sell
them off at a higher (than book) value to another cartel
member. The differential between the book value of the
assets and the sale price in these cases is accounted for by
"good will" of the property. The cartel member who
purchases the property once again starts depreciating it on
his/her books, and the cycle continues. As a result, all

the cartel members are able to reap huge tax savings.

Faced with these kinds of dynamics, it was obvious that
using the Total Fixed Assets figures reported in these
questionnaires for computing ROA was fraught with serious
problems. It is not surprising that hospitality strategy
researchers have never managed to get any meaningful results
in the past in their attempts to relate ROA with the
different independent variables under investigation. Though
the phenomenon that came to light here may have been
generally known, it is only in the current study that
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"exact" data on assets was collected for the first time,
confirming the enormity of the , -oblem in using ROA as a
dependent variable measuring performance. While possible
solutions to this problem for future research are discussed
in Chapter 5, it was decided that in this study ROA should
not be used as a performance measure. Thus, in all
subsequent analyses reported in the ensuing sections, only
YPR, MSI, and ROS have been used as the performance

measures.

Statistical cChecks

In the remainder of this dissertation, the variables
are referred to by the names used to process them in the SAS
programs. This is being done (a) for brevity, and (b) to
create an integrity between the narration and the computer
outputs. To facilitate easy identification/reference of
these variables, a dictionary of variables is included in

Table 8.
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Table 8. Dictionary of Variables Used in this Study

Variable

Abbreviation Description

AFFILIAT Affiliation, i.e., ownership-management structure of a
hotel (Independently owned, self-managed, etc.)

LOCATION Location of hotel (City-center, etc.)

LOCRATE Variable classifying RATELOC into most superior (=1)
or most inferior (=2) location

MSI92 Market Share Index for 1992

MSI93 Market Share Index for 1993

MSI Average of MSI92 and MSI93

MSIDIFF Difference between MSI93 and MS192

NEWAGE Variable classifying the Age of a hotel into four
categories (<=7 years, etc.)

NEWMSI92 Variable classifying MSI92 into high or low by
quartiles (High = 1, Low = 2)

NEWMSI93 Variable classifying MSI93 into high or low by
quartiles (High = 1, Low = 2)

NEWMSI Variable classifying MSI into high or low by quartiles
(High = 1, Low = 2)

NEWMSIDF Variable classifying MSIDIFF into high or low by
quartiles (High = 1, Low = 2)

NEWRMS92 Variable classifying the Size (Available Rooms) of a
hotel in 1992 into four categories (<=100 rooms, etc.)

NEWRMS93 Variable classifying the Size (Available Rooms) of a
hotel in 1993 into four categories (<=100 rooms, etc.)

NEWROS92 Variable classifying ROS92 into high or low by
quartiles (High = 1, Low = 2)

NEWROS93 Variable classifying ROS93 into high or low by
quartiles (High = 1, Low = 2)

NEWROS Variable classifying ROS into high or low by quartiles
(High = 1, Low = 2)

NEWROSDF Variable classifying ROSDIFF into high or low by
quartiles (High = 1, Low = 2)
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NEWYPR92 Variable classifying YPR92 into high or low by
guartiles (High = 1, Low = 2)

NEWYPR93 Variable classifying YPR93 into high or low by
quartiles (High = 1, Low = 2)

NEWYPR Variable classifying YPR into high or low by quartiles
(High = 1, Low = 2)

NEWYPRDF Variable classifying YPRDIFF into high or low by
quartiles (High = 1, Low = 2)

PERFMESR Performance Measure, which the respondents considered
to be the most important to evaluate the performance
of their hotel

RATELOC Variable measuring the rating of a hotel’s location
vis-a-vis its competition

ROS92 Return On Sales for 1992

ROS93 Return On Sales for 1993

ROS Average of ROS92 and ROS93

ROSDIFF Difference between ROS93 and ROS92

SEGMENT Variable classifying the service~level of a hotel
(Full-gervice, etc.)

YPR92 Yield Per Room for 1992

YPR93 Yield Per Room for 1993

YPR Average of YPR92 and YPR93

YPRDIFF Difference between YPR93 and YPR92
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To perform various data manipulations and statistical
checks involving the variables Size and Age, these
continuous variables had to be categorized first. In order
that a balanced distribution across categories is obtained
for each of these variables, frequency distributions were
first printed and the categories were then decided in such a
way that the distribution is uniform. This resulted in Size
being categorized as: <=100 rooms, 101-150 rooms, 151-250
rooms, and >250 rooms. Age was categorized as: <=7 years,

8~20 years, 21-30 years, and >30 years.

Unless otherwise specified, an a = .05 was used in all

statistical analyses.

Response Bias

The next diagnostic test(s) dealt with verifying
whether there was any response bias. Whereas generalization
to the whole universe of lodging properties was not the main
objective of this study as discussed previously, it is
nevertheless important to ensure that the respondents in
this study are not significantly different from the non-
respondents, so that the results could at least be
generalized to the level of the universe of both sponsors’
total portfolios of properties. 1In as much as these two
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companies, as industry leaders, account for a significant
number of hotels in the total population, being able to
generalize the results to the level of their total
portfolios will enhance the robustness of the findings from
this study. With this objective in mind, respondent-
nonrespondent differences, if any, were studied as described

helow.

The response bias tests had to be performed in
different ways for each of the sponsors’ respondent-
nonrespondent groups. This was because information about
the non-respondents was available for each of these groups
in different formats. It should be clarified here that with
the 2705 hotels to whom the research documentation was
mailed being spread all across the country, it was not
possible to reach the non-respondents directly. 1In any
case, such an exercise would have been futile because the
non-response can safely be presumed to be due to the
reluctance of hotel managers to part with confidential
information on their strategies and performance. This meant
that any response bias checks could be performed only on
classificatory data, such as Location, Segment, and so on.
Information on these variables was gathered in different

ways for each sponsor’s portfolios.
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Company A.

At the time of this study, Company A was going through
an overhaul of its information database and could not access
any franchisee-descriptive data. So, it was decided in this
case to treat the respondents of the second mailing
(described earlier), as the non-respondents to the first
mailing. Anticipating the necessity of this strategy, the
300 hotels to whom the second mailing was done (as described
in Chapter 3) were randomly selected from the non-
respondents up to that point of time. As such, the
responses received from this second mailing could be
generalized to all non-respondents of the first mailing, and
if there are no differences between the respondents to the
two mailings, then the possibility of any response bias can
be discounted. The additional advantage of this strategy
was that even performance data was available for the second
group of respondents, so that the response bias checks could
be performed on the dependent variable too, in addition to
the classificatory information. Usually, this is never
possible in most research studies because performance

information is never available for non-respondents.

Chi-square tests were performed on the cross-
tabulations of LOCATION, SEGMENT, AFFILIAT, NEWAGE,
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NEWRMS92, and NEWRMS93, with the two respondent groups. As
Table 9 shows, the null hypothesis of equality failed to be
rejected in all the tests . So, it can be presumed that
there is no response bias as measured by these variables.

As for the performance variables, Cochran T-tests were
performed on the means of the two respondent groups for the
variables, YPR92, YPR93, MSI92, MSI93, ROS92, and R0S93. As
the tariffs and, consequently, the revenues of hotels in
general differ from upscale to midprice to economy, it was
considered appropriate to perform these tests for each price
classification separately, for the revenue related
performance variables -~ YPR92, YPR93, R0S92, and ROS93. To
maintain uniformity, the same approach was taken in respect
of MSI92 and MSI93 as well. As Table 10 shows, all the T-
tests failed to reject the null hypothesis of equality of
means. Therefore, it can be presumed that there is no
response bias as measured by the performance variables as
well. The summary conclusion from both the Chi-square and
T-tests put together is that in the case of Company A, the

respondents and non-respondents are alike in all respects.
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Table 9. Response Bias Tests between Respondents and Non-
respondents by Classificatory Variables
(Company A)

Classificatory N Chi-Square Probability
Variables

LOCATION 245 3.492 .479"
SEGMENT 248 5.664 .226"
AFFILIAT 248 8.239 .144"
NEWAGE 243 0.235 .972°
NEWRMS92 181 2.711 .438"
NEWRMS93 187 1.999 .573°

* Not significant
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Table 10. Response Bias Tests between Respondents and
Non-respondents by Performance Variables (Company A)

Upscale Hotels

Performance Variables DF T - Value Probability>\T\
YPR92 (2,2) 0.5248 .6274"
YPR93 (2,3) (0.3280) .7562°
MS192 . 0.7653 .5841°
Ms193 0.0993 .9370°
ROS92 (1,3) (0.3646) .7339°
ROS93 (1,4) (0.5194) .6257°

Midprice Hotels

Performance Variables DF T - Value Probability>\T\
YPRS2 (5,47) (1.7133) .0926"
YPRY3 (6,49)  (1.2974) .1999"
MS192 (18,1) (1.3465) .1940
MSI93 (20,1) (1.4473) .1626"
ROS92 (4,28) 0.3579 .7227°
ROS93 (4,28) 0.3374 .7380°
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Economy Hotels

Performance Variables DF T - Value Probability>\T\
YPR92 (71,13) 1.2307 .2219"
YPR93 (74,13) 1.7108 .0907"
MSI92 (1,21)  0.8942 .8305"
MSI93 (1,23) 0.5117 .9049"
ROS92 (4,39) 2.8179 .2000"
ROS93 (4,41) 2.4730 .2652°

* Not Significant
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Company B.

Company B presented a different scenario for similar
testing. They had an information database on their
franchisees readily available and it was decided to use this
database to check the response bias. Of course, in this
case, no such checks could be attempted on the performance
variables as such information was unavailable and not
forthcoming. Once again, a random sample of 100 non-
respondents were chosen from Company B’s portfolio for this
testing. Company B tried to prepare a subset of information
from their database on the variables LOCATION, SEGMENT, and
AFFILIAT as well as tabulate data on age and number of rooms
(corresponding to the variables NEWAGE, and RMS92 and
RMS93). Some problems were encountered in this exercise.
The Company’s classification on AFFILIAT did not match with
the one used in this study, and no type of reclassification
was successful in making the two sets of data comparable.
So, though this information was available, it could not be
used. In the case of age, it was found that the Company’s
database reflected only the year in which a property became
its franchisee, and not the year in which the hotel was
first put up. The Company tried to collect this information
as they too became interested in measuring the age as this
research study did, but the data compilation could not be
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completed by them in time for this analysis. As for number
of rooms, the Company’s database reflected the total number
of rooms as published, but not adjusted for rooms taken out
for repairs and maintenance. The information gathered in
this research study was based on the latter. So, once
again, though the information was available, it could not be

used owing to comparability problems.

Thus, Chi-square tests were performed in this case on
LOCATION and SEGMENT to check the response bias. As Table
11 shows, the null hypothesis of equality failed to be
rejected for SEGMENT, and was narrowly rejected for
LOCATION. Being surprised at the last result, a check was
made on the Company’s classification of LOCATION for the
respondent hotels. It was found that there were some
differences between how the Company classified a hotel’s
LOCATION and the hotel’s own classification on this variable
as reported in the questionnaires received back. In view of
the strong suppért obtained in the case of Company A for the
hypothesis of no response bias, and the fact that the
portfolios of these two Companies are very similar, it was
considered safe to presume similarly in the case of Company

B as well.
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Table 11. Response Bias Tests between Respondents and Non-
respondents by Classificatory Variables
(Company B)

Classificatory N DF Chi-Square Probability
Variables

LOCATION 428 4 9,713 .046""
SEGMENT 430 4 8.248 .083"

* Not Significant
Significant p < .05
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Thus, it was concluded overall that there is no
response bias in this study, which means that the results
can be generalized to the portfolio populations of these two
companies. This set the stage for the next diagnostic check
to verify whether the respondent populations from the two
companies’ franchisees are similar. Obviously, one would
like them to be similar so that all the responses can be
combined for all further analysis. The results of these

checks are reported in the next section.

Company A vs. Company B

Unlike in the response bias checks reported above, we
are not interested here in verifying the similarity between
the two groups of respondents on the classificatory
variables, LOCATION, SEGMENT, etc. This is because the two
companies could well have different mixes of properties on
each of these variables without making any difference to
this study. 1In fact, the portfolios of these two Companies
have differences in LOCATION, etc. and these are reported
just for sample description purposes later on. On the other
hand, what is critical here is that the two respondent
groups be similar on the dependent and independent variables
because of the nature of the statistical analysis
contemplated, as outlined in the previous chapter. 1In
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particular, that the two respondent groups be similar on the
strategy construct is important and this reasoning is
discussed first before presenting the results of the

diagnostic checks.

The strategy construct is measured in this study by a
122-item scale. Factor analytic techniques are to be
employed on the responses to this scale to identify the
underlying dimensions of strategy. The appropriate sample
size for factor analysis is a controversial subject, and
there is no one ultimate word on this subject. As Pedhazur
and Schmelkin (1991) put it, "although there is general
agreement that large samples are imperative for stability of
factor analytic results, there is no agreement as to what
constitutes large" (p. 624). According to Nunnally (1978),
"a good rule is to have at least 10 times as many subjects
as variables" (p. 421). This translates to 1220 sample
hotels needed for analysis in this study. As every
hospitality strategy researcher knows, this is an utopian
situation, particularly considering the fact that this study
required the respondents to answer a very long questionnaire
(largely because of the strategy scale) and also report very
detailed performance data. As such, it was quite clear from
the beginning that sample size would pose a major problem in
this study and, hence, the extreme efforts taken to maximize
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the returned responses through multiple reminders, multiple
mailings, and coopting two sponsors (despite the delay in
the second sponsor coming on board). It will be recalled
that in the second reminder of the first mailing to Company
A’s hotels, hotel managers were requested to provide at
least the non-performance-related data so that the strategy
scale responses could be maximized. Through all this
process, it was considered that a sample size of somewhere
between 500 to 600 would be acceptable for two reasons.
First, assuming that the scale purification process would
leave around 110 items, a sample size of, say, 550 would
give a 5:1 ratio between subjects and variables. 1In
organizational research, unlike consumer studies, such a
ratio should be considered adequate considering the
difficulty of obtaining any better response rates. Further,
a sample size of 500-600 would constitute a fairly large
sample size by itself. Second, in the past, other
hospitality strategy researchers such as Schaffer (1987) and
Crawford-Welch (1990) have relied on a 5:1 ratio of

responses to employ factor analytic techniques.

Assuming that a target of, say, 550 responses have to
be achieved, it will be apparent that this cannot be
realized from either Company’s franchisees alone, because
response rates are seldom greater than around 20% in
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hospitality strategy research. Thus, the only way a sample
size of around 550 could be achieved was to hope that the .
responses to the strategy scale from the two Companies’
franchisees would be similar. As it turned out, the sample
size achieved (572; was enough to meet the analytic
requirements, if only there are no dissimilarities between
the two respondent groups. To verify the differences, if
any, between these respondent groups, the MANOVA technique
was used for the strategy scale and Chi-square tests were
performed on the performance variables. The results of

these tests are reported next.

Strategy Comparison.

As the strategy scale consists of as many as 122 items,
it was considered inappropriate to subject the whole scale
to a multivariate analysis of variance. This is because the
two respondent groups may be similar on 12 of the 13
dimensions (based on which the scale items were developed)
and differ only in the remaining single dimension, and yet a
MANOVA test on the total scale might result in rejecting the
null hypothesis of equality. Clearly, this is an
impractical approach. After all, we do hope to discover
differences in strategy between all the respondents and,
thus, need only a general similarity between the two
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respondent groups and not equality on every last dimension
and item of the strategy scale. Thus, it was considered
that the most appropriate approach here would be to perform
a MANOVA for each strategy dimension, i.e., on sets of scale
items constituting such dimensions. However, in doing so,
it was apparent that the general a-level of .05 for testing
the Type I error should not be employed here because of the
Bonferroni’s Inequality. When multiple independent tests
are performed at, say, a’=.05, but conclusions are to be
drawn on a total set of such multiple tests, then the
overall «, which is the "probability of at least one false
rejection when the null hypothesis is true" (Stevens 1992),
across the group of tests is not the same as a’. The upper
bound of this Bonferroni Inequality is given by, overall a <
ke’. But, this upperbound is conservative and, hence, ka’
can be used only for up to 10 tests. For larger number of
tests, a tighter upperbound is required which is given by,
overall a = 1-(l-a’)* where ’k’ is the number of tests. 1In
the current situation, as k = 13, the latter Bonferroni’s

upper bound was used.
Translating the above formula, the level of a’ was
calculated such that the overall o = .05, with k = 13. This

comes to .004 as shown below:
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@ = 1-(1-a’)k
@’ = 1=-(1-a)Vk

1-(1-.05)¥"3, in the present case

.004

This means that if the p-value of the F-statistic in
each MANOVA (of each sub-scale accounting for individual
strategy dimensions) is less than .004, the null hypothesis
of equality has to be rejected. On the other hand, if the
p-value for any of the MANOVA’s is greater than .004, we
fail to reject the null hypothesis, and the two groups of
respondents can be considered to be similar on that strategy

dimension.

Table 12 shows the results of the 13 MANOVAs performed
to determine the differences between the two groups of
respondents. Of the 13 comparisons, the two groups are
similar in eight cases, dissimilar in four cases, and one
test presents a tie and can be considered as failing to
reject the null hypothesis of equality. As nine out of 13
comparisons indicate similarity of the two groups, it is
argued that there is sufficient evidence to presume their
overall similarity, and combine them for all subsequent

statistical analyses.

RESULTS AND ANALYSIS 222

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table 12. Differences in Strategy - Company A vs Company B

Strategy F NUM DEN PR > F
Dimension DF DF
Specialization 2.3919 9 373 .0121°
Push vs. Pull 3.7109 11 371 .0001™
Product/Service Quality 3.2708 6 381 .0038™
Price Policy 2.2804 6 379 .0356"
Brand Identification 4.7821 6 378 .00017
Channel Selection 2.8559 7 379 .0065"
Technological Leadership 0.5055 6 380 .8042°
Cost Position 2.3549 5 392 .0400°
Leverage 2.5110 8 350 .0115°
Service Identification 1.5133 9 370 .1412°
Service Specification 2.3546 26 345 .0003™
Service Delivery 1.7935 13 370 .0424°
Service Communication 6.3401 10 374 .0001™

Bonferroni‘s Inequality Upper Bound :

® Not Significant
= significant p < .004
= rie
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v
Nonetheless, curiosity is the hallmark of every good
researcher, and we should thus see why the null hypothesis
was rejected in the four cases that it was. This was done
by studying the univariate analysis of variance statistics
produced by the MANOVA procedure. Here too, the individual
a’ has to be calculated, as described previously, for each
test separately as the value of k (the number of scale items
for which individual ANOVAs are reported) varies from
dimension to dimension. These values of a’ and the
observations from this examination of the ANOVA output are

reported next.

For the Push vs. Pull dimension, given k = 10, the «a’
works out to .0004, such that the overall a for this
subscale is .004 as calculated previously. Against this
critical value, only the comparison on scale item 19 (Table
6) was found to be rejected (PR > F .0001) and for all the
other nine items of this subscale, the test failed to reject
the null hypothesis. An examination of the means of this
scale item for the two companies revealed that Company B’s
hotels adopted this strategy, of contacting customers after

they stayed at the hotel, more than Company A’s hotels did.

For the Brand Identification dimension, given k=6, the
@’ works out .0007. Against this critical value, only the
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comparison on scale item 34 (Table 6) was found to be
rejected. For the remaining five scale items of this
dimension, the test failed to reject the null hypothesis.
Once again, comparing the means of this scale item for the
two companies, we find that Company A’s hotels rely more on
this strategy, of advertising to create and/or maintain

awareness of the hotel, than Company B’s hotels do.

For the Service Specification dimension, while the
MANOVA results indicated differences between the two
Companies’ strategies, univariate ANOVAs failed to show any

significant differences at a’= .0001, given k=26.

For the Service Communication dimension, given k=10, af
is once again .0004, such that the overall a for the
subscale is .004. Against this critical value, only the
comparison on scale item 120 (Table 6) was found to be
rejected. Comparing the means of this scale item, it is
found that Company B’s hotels relied more on this strategy,
of communicating service quality guarantees to customers,

than Company A’s hotels did.

Thus, it is only in three scale items out of a total of
122 items that significant differences were found between
the two Companies’ hotels. This evidence is considered
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strong enough to assume that the two Companies’ hotels are

overall similar in their strategies.

Performance Comparison.

To study the differences, if any, in the dependent
variables - YPR92, YPR93, MSI92, MSI93, ROS92, and ROS93 -
between the two respondent groups, T-tests were performed on
the means cof each variable. As the tariffs and revenues of
the various price segments differ from each other, these
tests were conducted for the upscale and midprice segments
separately. No tests were possible for the economy segment
as Company B had no representation in that segment. It may
be clarified here that Company B had only recently entered
this segment. Thus, there were 12 T-tests in all. At a =
.05 level, only two tests, for YPR92 and YPR93 for upscale
hotels, rejected the null hypothesis of equality, as Table
13 indicates. The balance of the 10 tests showed that the
two respondent groups are similar. In fact, even here the
Bonferroni’s Inequality has to be taken into account as we
are looking at 12 T-tests and making a combined judgement on
the similarity or otherwise of the two groups. The a’ to
account for the Bonferroni Inequality works out to .0042 at
k = 12. Using this critical value of a’, only in the case
of YPR93 of upscale hotels is there any difference between
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the two groups. Even YPR92 of upscale hotels does not show
a difference at this a’ level. 1In view of the fact that 11
out of 12 variables fail to show any differences, it may be
presumed that the two Companies’ hotels do not differ in the

dependent variables as well.
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Table 13. Differences in Performance - Company A vs. Company B

Upscale Hotels

Performance Variables DF T - Value Probability>\T\
YPR92 (9,5) (2.6314) .0197%
YPR93 (9,6) (3.7796) .0018=
MSI92 (2,6) (0.3821) .7123°
MSI93 (2,6) 0.0529 .95917
ROS92 (5,8) 0.7578 .4621°
ROS93 (6,8) (0.1542) .8797"

Midprice Hotels

Performance Variables DF T - Value Probability>\T\
YPR92 (252,53)  (1.9294) .0546"
YPR93 (254,56) (1.8957) .0589"
MsI192 (20,119) (0.7045) .4823°
MSI93 (22,125) (0.6249) .5330°
ROS92 (33,203) 0.3622 .7175"
ROS93 (33,210) (0.1147) .9088"

" Not significant
™ Significant p < .05
- p < .005
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However, we should know why YPR93 indicates a
difference between the two groups. Looking at the means for
this test, it is seen that Company B’s upscale hotels
averaged $64.22 per available room in 1993 compared to
$34.94 per available room for Company A’s hotels. Company
A’s YPR for 1992 was $34.97, showing practically ne change
between the two years. 1In sharp contrast, Company B’s
average YPR92 was $59.23, showing a $5 increase from 1992 to
1993. A closer examination revealed practically similar
increases in the Average Room Rates (ARR) for both the
groups between 1992 and 1993. This means that the YPR
increase for Company B’s upscale hotels from 1992 to 1993
can be solely attributed to an increase in their average
occupancy level between the two years. 1In fact,
computations show that Company B’s upscale hotels increased
their average occupancy from 69.3% to 73.1% between 1992 and
1993, whereas Company A’s hotels in this segment suffered a
decrease in occupancy from 60.6% to 57.3%. Company B has
been going through an extensive reorganization during this
period under new management and this improved performance
may be attributable in some part to the new management
style. However, the upscale segment accounts for only 17

hotels out of the 579 hotels in the total sample.
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Considering this fact along with that the rest of the
evidence showed overwhelming similarities, the two
respondent groups were considered not dissimilar. Thus, it
has been possible to combine the two groups into one overall
sample resulting in a set of 579 responses which met the
sample size criterion for the factor analytic techniques
employed later in this analysis. From this stage onwards,

all tests and descriptions refer to the whole sample.

Now that we have one wholesome sample of 579 respondent
hotels to deal with, it is appropriate that the sample be
described first before any further statistical analyses are
presented. In the next section, the sample in this study is
described by various classificatory variables used in the

questionnaire.

Sample Description

Table 14 shows the LOCATION by SEGMENT crosstabulation
of the sample. Highway hotels accounted for the largest
propor;ion of the sample (37.8%) followed by suburban hotels
(25.9%). City-Center hotels formed nearly 17% of the
sample. Airport and resort hotels were roughly equal in
proportions. Full-service hotels accounted for more than
60%, while limited-service hotels were 28.7% of the sample.
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Tables 15 and 16 show the crosstabulation of LOCATION
with NEWRMS92 and NEWRMS93. There are virtually no
differences between these tables. Hotels with 151-250 rooms
were the largest segment of the sample (32.3%), while those
with 100 rooms or less and those with 101-150 rooms were
roughly equal in number (111 and 119 in 1992, and 115 and

122 in 1993, respectively).

Table 17 shows the crosstabulation between LOCATION and
NEWAGE. This table indicates that on average the lodging
properties are quite aged. Slightly more than 10% of the
hotels are more than 30 years old. Nearly 33% of the sample

consisted of 21 to 30 years old hotels.
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Table 14. Cross-tabulation of LOCATION by SEGMENT

SEGMENT

LOCATION

Full- Limited- All- Resort Convention Total

service service suite
City-center 60 20 S 0 12 97
Suburban 101 38 4 0 5 148
Highway 128 80 2 0 6 216
Airport 41 9 1 0 1 52
Resort 16 17 1 23 1 58
Total 346 164 13 23 25 571
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Table 15. Cross~tabulation of LOCATION by NEWRMS92

NEWRMS92

LOCATION

<=100 101-150 151~250 >250 Total
City-center 16 16 23 34 89
Suburban 22 30 51 17 120
Highway 62 56 45 12 175
Airport 3 5 19 13 40
Resort 8 12 11 7 38
Total 111 119 149 83 462

Table 16. Cross=-tabulation of LOCATION by NEWRMS93

NEWRMS93

LOCATION

<=100 101~-150 151-250 >250 Total
City-center 17 15 24 33 89
Suburban 22 31 51 17 121
Highway 64 57 45 12 178
Airport 3 7 19 13 42
Resort 9 12 12 7 40
Total 115 122 151 82 470
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Table 17. Cross-tabulation of LOCATION by NEWAGE

NEWAGE

LOCATION

<=7 8-20 21-30 >30 Total
City-center 27 29 28 13 97
Suburban 40 43 47 15 145
Highway 65 S5 77 i3 210
Airport 9 19 19 s 52
Resort 17 15 14 11 57
Total 158 161 185 57 561

Table 18. Cross~-tabulation of LOCATION by RATELOC

RATELOC
Most superior Most inferior
LOCATION location against location against
competition competition
1 2 3 4 5 6 Total
City-center 18 36 24 9 8 1 96
Suburban 20 48 36 28 12 4 148
Highway 41 77 61 27 7 2 215
Airport 4 23 16 7 2 4] 52
Resort 16 25 9 5 2 2 59
Total 99 209 146 76 31 9 570
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Table 18 crosstabulates LOCATION with RATELOC. As many
as 54% of the respondents (scale responses 1 and 2 combined)
rated their property’s location as being most superior
against the competition, whereas only 7% (scale responses 5
and 6 combined) rated themselves most inferior. More resort
properties tended to rate themselves as being most superior
in location in comparison to the overall sample (69.5% vs.
54%). In contrast, a lesser proportion of suburban hotels
felt this way about their properties compared to the total

sample (46% vs. 54%).

Tables 19 and 20 crosstabulate SEGMENT with NEWRMS92
and NEWRMS93. As these tables indicate, full-service hotels
account for 64.3% of the sample and limited-service hotels
account for an additional 26.3%. Full-service hotels are
relatively larger in size, compared to the overall
distribution of the sample. 1In contrast, limited-service
hotels are expectedly concentrated in the smaller size
categories. For example, there were no limited service

hotels with more than 250 rooms.
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Table 19. Cross-tabulation of SEGMENT by NEWRMS92

NEWRMS92

SEGMENT

<=100 101-150 151-250 >250 Total
Full=-gervice 30 66 134 71 301
Limited-service 73 42 8 0 123
All-guite 6 3 1l 0 10
Resort 2 7 1 3 13
Convention 2 3 6 10 21
Total 113 121 150 84 468
Table 20. Cross-tabulation of SEGMENT by NEWRMS93

NEWRMSS93

SEGMENT

<=100 101-150 151-250 >250 Total
Full-gervice 29 69 136 70 304
Limited-service 77 42 7 0 126
All-gsuite 6 3 1l 0 10
Resort 3 7 2 3 15
Convention 2 3 6 10 21
Total 117 124 152 83 476
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Table 21 crosstabulates SEGMENT with AFFILIAT. Nearly
43% of the hotels were independently owned and self-managed.
Around 28% were also independently owned, but managed by a
management company (other than the franchisor). Around 17%

of the hotels were managed by the franchisors.

Table 22 crosstabulates SEGMENT with NEWAGE.
Generally, more full-service hotels seem to be older than
the overall sample. As many as around 58% of the limited-
service properties were seven years old or newer. This is
the largest proportion of new properties compared with all
other segments, indicating a higher growth of this segment

in recent years.
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Table 21. Cross-tabulation of AFFILIAT by SEGMENT

SEGMENT
AFFILIAT
Full-  Limited- All- Resort Convention Total
service service suite
Independently owned,
self managed 124 92 6 14 1 247
managed by the franchisor 67 20 0 1 5 93
managed by a management company 103 40 6 5 5 159
(other than the franchisor)
Chain owned (i. e., part of a multi-unit company),
managed by the chain 43 10 1 2 4 60
managed by the franchisor 4 2 0 0 0 6
managed by a management company 4 2 0 1 0 7
(other than the franchisor)
Other than any of the above 2 0 0 0 1 3
Total 347 166 13 23 26 575
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Table 22. Cross-tabulation of SEGMENT by NEWAGE
NEWAGE
SEGMENT
<=7 8-20 21-30 >30 Total
Full-service 48 105 154 36 343
Limited-gervice 95 37 20 11 163
All-suite 8 3 1 1 13
Resort 4 8 5 6 23
Convention 5 9 8 2 24
Total 160 162 188 56 566
Table 23. Cross-tabulation of PERFMESR by SEGMENT
SEGMENT

PERFMESR

Full- Limited- All- Resort Convention Total

service service  suite
Percentage of Occupancy 33 4 2 3 0 82
Average Room rate 5 8 2 0 0 15
Market Share 12 10 0 0 1 23
Gross Operating Profit /

Income Before Fixed Charges 208 74 7 15 18 322
Return on Sales (i.e., Profit/Sales) 23 10 1 2 3 39
Return on Assets (i.e., Profit/Fixed Assets) 10 1 0 0 1 12
Other than any of the above 26 8 1 0 1 36
Total 17 155 13 20 24 529
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Table 23 crosstabulates SEGMENT with PERFMESR. By far,
Gross Operating Profit/Income Before Fixed Charges is the
single most important performance measure (nearly 61% of the
sample) by which hotel owners/management judge the
performance of their properties. A distant second
performance measure is the percentage of occupancy.
Limited-service properties seem to be more interested in
this measure of performance. Average Room Rate and Return
on Assets seem to be the least popular measures. Nearly
seven percent of the sample used measures other than those
specified in the questionnaire. Of the 36 respondents who
fell into this category, 25% used REVPAR (revenue per
available room) and another 36% used either NOP (net
operating profit) or NOI (net operating income). It appears
that using YPR (which is the same as REVPAR) and not using
ROA (though this was done for entirely unrelated reasons) in
this study conform very well with industry practices.
Further research in this area might benefit from including
either NOP or NOI or both as additional/alternative

performance measures.
Tables 24 and 25 crosstabulate AFFILIAT with NEWRMS92

and NEWRMS93. Independently owned and self-managed

properties tended to be smaller in size, and chain-owned and
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managed properties tended to be larger, as compared to the

overall sample distribution by size.
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Table 24. Cross-tabulation of AFFILIAT by NEWRMS92

NEWRMS92
AFFILIAT
<=100 101-150 151-250 >250 Total

Independently owned,

self managed 78 51 49 18 196

managed by the franchisor 12 16 34 14 76

managed by a management company 19 4 45 26 134

(other than the franchisor)

Chain owned (i. e., part of a multi-unit company),

managed by the chain 2 5 19 24 50
managed by the franchisor 1 1 0 1 3
managed by a management company 1 2 3 0 6
(other than the franchisor)
Other than any of the above 0 1 0 1 2
Total 113 120 150 84 467
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Table 25. Cross-tabulation of AFFILIAT by NEWRMS93

NEWRMS93
AFFILIAT
<=100 101-150 151-250 >250 Total

Independently owned,

self managed 78 52 50 18 198

managed by the franchisor 12 18 34 14 78

managed by a management company 21 44 47 25 137

(other than the franchisor)

Chain owned (i. e., part of 2 multi-unit company),

managed by the chain 4 5 18 24 51
managed by the franchisor 1 1 0 1 3
managed by a management company 1 2 3 0 6
(other than the franchisor)
Other than any of the above 0 1 0 1 2
Total 117 123 152 83 475
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Table 26 crosstabulates AFFILIAT with NEWAGE. Hotels
managed by the franchisors and multi-unit chained-managed
hotels tended to be concentrated more in the older

properties, particularly the 21-30 years old segment.

Table 27 crosstabulates AFFILIAT with PERFMESR. As
stated previously GOP/IBFC is the leading measure of
performance used by a majority of the sample hotels.
However, the independently owned and self-managed hotels
seem to rely less on this measure in proportion (slightly
more than 50%) as compared to the total sample. These

hotels relied more on percentage of occupancy to judge their

performance as compared to the total sample.
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Table 26. Cross-tabulation of AFFILIAT by NEWAGE

NEWAGE
AFFILIAT
<=7 820 21-30 >30  Total

Independently owned,

self managed 78 Y7 2 21 243

managed by the franchisor 18 26 40 7 91

managed by a management company 53 4 42 18 157

(other than the franchisor)

Chain owned (i. e., part of a multi-unit company),

managed by the chain 9 13 31 7 60
managed by the franchisor 1 1 0 3 5
managed by a management company 0 5 1 1 7
(other than the franchisor)
Other than any of the above 1 1 1 0 3
Total 160 162 187 57 566
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Table 27. Cross-tabulation of AFFILIAT by PERFMESR

PERFMESR
AFFILIAT
1 2 3 4 5 6 7  Total
Independently owned,
self managed 52 8 9 114 19 7 16 225
managed by the franchisor 16 3 4 46 4 3 10 86
managed by a management company 9 2 7 110 14 1 7 150
(other than the franchisor)
Chain owned (i. e., part of a multi-unit company),
managed by the chain 3 2 2 45 1 0 4 57
managed by the franchisor 0 0 0 2 (] 1 0 3
managed by a management company 1 0 1 4 0 0 0 6
(other than the franchisor)
Other than any of the above 0 0 0 1 1 0 0 2
Total 81 15 23 322 39 12 37 529
Legend:
1 - Percentage of Occupancy
2 - Average Room rate
3 - Market Share
4 - Gross Operating Profit / Income Before Fixed Charges
5 - Return on Sales (i.e., Profit / Sales)
6 - Return on Assets (i.e., Profit / Fixed Assets)
7 - Other than any of the above
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Table 28 and 29 crosstabulate NEWRMS92 and NEWRMS93
with NEWAGE. 1In general, the newer hotels tended to be
smaller. For example, 41.7% of hotels which are less than 7
years old had less than 100 rooms. The larger properties,
in contrast, were the oldest ones. Clearly, there seems to
be a trend of new construction being concentrated in smaller

hotels.
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Table 28. Cross-tabulation of NEWRMS92 by NEWAGE
NEWAGE
NEWRMS92
<=7 8-20 21-30 >30 Total
<= 100 54 28 18 9 109
101 - 150 37 34 37 12 120
151 - 250 22 47 63 14 146
> 250 17 25 38 4 84
Total 130 134 156 39 459
Table 29. Cross-tabulation of NEWRMS93 by NEWAGE
NEWAGE
NEWRMS93
<=7 8-20 21-30 >30 Total
<= 100 55 29 20 9 113
101 - 150 37 34 39 13 123
151 - 250 23 49 62 14 148
> 250 17 24 38 4 83
Total 132 136 159 40 467
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Table 30 and 31 crosstabulate NEWRMS92 and NEWRMS93
with PERFMESR. For the total sample, more than 60% of the

hotels used GOP/IBFC as the most important performance

measure. However, these tables show that the smaller hotels

(with less than 100 rooms), in contrast, use percentage of

occupancy more as the performance measure. Nearly 34% of

these hotels reported preferring occupancy percentage as the

performance measure, against only about 15% for the overall

sample.
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Table 30. Cross-tabulation of PERFMESR by NEWRMS92

NEWRMS92
PERFMESR
<=100 101-150 151-250 >250 Total
Percentage of Occupancy 37 14 12 2 65
Average Room rate 7 4 0 2 13
Market Share 6 5 5 3 19
Gross Operating Profit /

Income Before Fixed Charges 41 70 93 62 266
Return on Sales (i.e., Profit/Sales) 8 10 13 3 34
Return on Assets (i.e., Profit/Fixed Assets) 3 1 3 3 10
Other than any of the above 7 10 12 4 33
Total 109 114 138 79 440
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Table 31. Cross-tabulation of PERFMESR by NEWRMS93

NEWRMS93
PERFMESR
<=100 101-150  151-250 >250 Total
Percentage of Occupancy 37 15 14 2 68
Average Room rate 7 4 0 2 13
Market Share 8 6 5 3 22
Gross Operating Profit /

Income Before Fixed Charges 4 71 93 62 270
Return on Sales (i.e., Profit/Sales) 7 10 14 2 33
Return on Assets (i.e., Profit/Fixed Assets) 2 2 3 3 10
Other than any of the above 8 8 12 4 32
Total 113 116 141 78 448
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Table 32 crosstabulates NEWAGE with RATELOC. The
cross-distributions here follow more or less the overall

distribution of the sample.

Table 33 crosstabulates NEWAGE with PERFMESR. Nearly
87% of the hotels who considered Average Room Rate (ARR) as
the most important performance measure tended to be 20 years
old or newer. In the overall sample, only 57% of the hotels
were 20 years old or newer. So, a larger proportion of the
never hotels prefer ARR as the performance measure than the

overall sample.
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Table 32. Cross-tabulation of NEWAGE by RATELOC
RATELOC

Most superior Most inferior
NEWAGE location against location against

competition competition

1 2 3 4 5 6 Total

<=7 32 53 47 19 6 3 160
8 - 20 26 64 41 18 12 1 162
21 - 30 34 70 46 26 9 2 187
> 30 7 22 12 10 4 2 57
Total 99 209 146 73 31 8 566
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Table 33. Cross-tabulation of PERFMESR by NEWAGE

NEWAGE
PERFMESR
<=7 820 21-30 >30 Total
Percentage of Occupancy 27 26 21 7 81
Average Room rate 7 6 1 1 15
Market Share 7 3 12 i 23
Gross Operating Profit /

Income Before Fixed Charges 82 93 110 34 319
Return on Sales (i.e., Profit/Sales) 12 12 8 3 35
Return on Assets (i.e., Profit/Fixed Assets) 3 2 5 1 11
Other than any of the above 8 10 15 3 36
Total 146 152 172 50 520
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Overall, the sample seems to be fairly well
distributed, reflecting current industry patterns. No
serious anomalies were discovered. While the above
descriptions of the sample may seem like a long exposition,
it was done deliberately because no recent hospitality
research study collected data from such a large size sample
of hotels. The information reported here should serve
interested researchers well in comparing their own
investigations with the distributions reported here. This
brings us to the last diagnostic check and that is to verify
the normality of the sample over the performance measures,

These checks are described in the ensuing section.

Normality of Performance Variables

Many statistical procedures such as analysis of
variance assume that the variables being studied are
normally distributed. If this assumption of normality is
violated, the power of such statistical procedures is
seriously compromised. Thus, it is necessary in the present
context to check the normality of the distribution of the
performance variables, YPR92, YPR93, MSI92, MSI93, ROS92,
and ROS93. Once again, as the tariffs and revenues differ

between price segments, these checks have to be performed
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for the upscale, midprice, and economy segments of the

sample separately.

Normality of distribution of any variable can be
verified by testing for the significance of the skewness and
kurtosis in the data distribution or by studying the plots
of the data, such as the normal probability plot. Other
statistics such as the Shapiro-Wilk’s W are also available

for this purpose.

“The drawback to tests of normality is that their
power is greatest at the wrong times. With large
samples, the tests are very powerful and generally
reject the null hypothesis of normality, even when
the data are relatively close to the normal shape
s+« On the other hand, if the sample size is very
small, the tests for normality are weak. We are
liable to accept the null hypothesis of normality
even when the data depart rather markedly from the
normal shape. The tests for normality are
powerful only with large sample sizes, precisely
when we need be )Jeast concerned with the normality
assumption [as increasing sample size tends to
lessen the need for normality]. Instead, we
recommend plotting the data to see if they
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resemble the normal shape. When examining this
plot, we should keep in mind that relatively
greater departures from normality can be tolerated

with larger sample sizes" (Schulman 1992, p. 92).

Considering the large sample size in this study, it was
considered appropriate to follow Schulman’s (1992) advice
and use the normal probability plots to verify the normality
of the distribution of the variables. The normal
probability plot "is a quantile-quantile plot of the data.
The empirical quantiles are plotted against the quantiles of
a standard normal distribution. Asterisks (*) mark the data
values. The vertical coordinate is the data value, and the
horizontal coordinate is

o' (r; - 3/8)/(n + 1/4))
where

r; is the rank of the data value,

¢! is the inverse of the standard normal distribution

function,

n is the number of nonmissing data values. The plus

signs (+) provide a reference straight line that is

drawn using the sample mean and standard deviation. If
the data are from a normal distribution, they should
tend to fall along the reference line" (SAS Institute

Inc., 1990a, p. 414).
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As Figures 5 to 31 indicate, the plots in this case
seem to be reasonably normal. While there are some
aberrations in some of these plots, they are very minor
considering the large sample size. Thus, the performance
data is considered to be normally distributed for further

analysis.

It must be pointed out, however, that some of the data
indicates the incidence of leptokurtosis (peaked
distribution), notably in the YPR data. This is to expected
in a highly competitive situation where the margin for
differences in room rates is rather narrow and very many

hotels realize almost the same room rates.
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Figure 5. Normal Probability Plot-YPR92 of Upscale Hotels
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Figure 6. Normal Probability Plot-YPR93 of Upscale Hotels
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Figure 7. Normal Probability Plot-YPR of Upscale Hotels
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Figure 8. Normal Probability Plot-MSI92 of Upscale Hotels
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Figure 10. Normal Probability Plot-MSI of Upscale Hotels
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Figure 11. Normal Probability Plot-R0S92 of Upscale Hotels
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Figure 13. Normal Probability Plot-ROS of Upscale Hotels
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Figure 14. Normal Probability Plot-YPR92 of Midprice Hotels
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Figure 15. Normal Probability Plot-YPR93 of Midprice Hotels
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Figure 17. Normal Probability Plot-MSI92 of Midprice Hotels
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Figure 19. Normal Probability Plot-MSI of Midprice Hotels
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Figure 25. Normal Probability Plot-YPR of Economy Hotels
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Figure 26. Normal Probability Plot-MSI92 of Economy Hotels

1.65+ %+t t+d
+++4
%4 %+
K+
£ 3 3% 3
XA %
I+
% X X+X+d
+44+4
+++4++
++444
0.55+ %
-2 -1 (/] +1 +2

1.55+ +X+4
++%++
+HHN
+3%%+
HHHRHX
1.05+ HHKHIEN+
%X XNb++
Xb+++
+H+4
bt

0S5t K e

-2 -1 0 +1 +2

Figure 28. Normal Probability Plot-MSI of Economy Hotels
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Having thus far established that the data does not
indicate any serious abnormalities from response bias,
dissimilarities between the respondent groups from the two
sponsors’ portfolios, and non-normality, further analysis of
the strategy and performance constructs are proceeded with.
The next section describes the results of the strategy scale

purification process.
Purification of the Strategy Scale
Re bility o ndividual Strategic Dimensions

The multidimensional scale developed for measuring the
strategy construct was subjected to reliability testing
using the Cronbach a. According to Churchill (1979),
"Coefficient alpha absolutely should be the first measure
one calculates to assess the quality of the instrument" (p.
68). As the strategy scale here is multidimensional, we
need to measure the reliability of a linear combination of
measures (Nunnally 1978). Nunnally (p. 246-254) provided
the formula which should be used for this purpose, which is
as follows: |

2 o 2
o, zriiai

RESULTS AND ANALYSIS 268

[N

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



where, r,, is the reliability of the total scale composed
of several dimensions,
0,2 is the variance of each dimension,
af is the variance of the total scale, and

r;; is the reliability of each dimension

In actual computations, af is measured by the variance of
the mean of each subscale, and af is measured by the

variance of the total of all the subscale means.

To compute the reliability of the strategy scale,
Cronbach a was obtained for each subscale of items. The
computer output also provides the standardized item~to-total
correlations (i.e., the correlation between the score of an
item and the sum of scores of all other items making up the
dimension) and the expected Cronbach a value if the item
were to be excluded from the dimension. From this printout,
scale items with the least item-to-total correlations were
identified for each subscale. If the Cronbach a is expected
to increase by dropping the item, that item was dropped and
the Cronbach a was recomputed. This iterative exercise was
repeated till no additional exclusion of a scale item could

improve the Cronbach a of the subscale.
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Table 34 shows for each dimension the values of
Cronbach a at the first instance and at the end of the
purification process, along with the scale items dropped in
this process and their corresponding item-to-total
correlations with the respective dimensions. As can be seen
from this table, except for the dimension labelled Price
Policy, the Cronbach a values have been very high, ranging
from .64 to .90. These reliabilities compare very favorably
with most contemporary research. The Price Policy dimension
had six scale items to begin with and the initial Cronbach «
for this dimension was only .39. Of the six scale items,
the item "being the lowest-priced hotel in the market" had
the lowest item-to-total correlation. 1In fact, it was
negatively correlated with the rest of the items in this
subscale. After it was eliminated, the Cronbach a increased
to .499. An examination of the means revealed that this
item had a very low mean (1.9) as compared to the rest of
the items falling under this dimension. It seems no hotel
manager wants his/her hotel to be the lowest-priced in the
market. Most of the other items in this subscale are
alternative strategies (e.g., competitive pricing vs. price
leadership) and thus have low correlations with each other.
Dichotomous scale items which cannot be reverse coded lead
to poor reliabilities and this is the reason why this
dimension fared so poorly in its reliability measurement in
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contrast to the rest of the dimensions. Considering its
poor reliability score of .499, it was decided to drop this
dimension from further analysis. Further research will be
needed to add the Pricing dimension back to this scale, as
the scale items have to be reconsidered so as to improve the

reliability of this subscale.
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Table 34. Cronbach Alphas Before and After Scale Purification

Strategy Dimension Cronbach Alpha Scale  Item-to-Total Cronbach Alpha

at Beginning Item No.  Correlation at End
Specialization 0.75 4 0.166 0.77
Push vs. Pull 0.75 18 0.232 0.76
Product/Service Quality 0.73 22 0.266 0.75
Price Policy 0.39 29 (0.073) 0.50
Brand Identification 0.69 0.69
Channel Selection 0.711 0.71
Technological Leadership  0.69 50 0.015 0.77
Cost Position 0.64 0.64
Leverage 0.75 0.75
Service Identification 0.81 68 0.308 0.81
Service Specification 0.89 85 0.049 0.89
0.89 83 (0.008) 0.90
0.90 78 0.258 0.90
0.90 79 0.260 0.90
Service Delivery 0.89 0.89
Service Communication 0.83 0.83
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e the a trate cale

Table 35 shows the computations for obtaining the
overall reliability of the total strategy scale, as a linear
combination of the remaining 12 dimensions. These
computations are performed after all scale items with poor
item-to-total correlations are eliminated as described
earlier. The computations show an extremely high overall
reliability of 0.97. 1In general, Cronbach a tends to
increase with sample size. Notwithstanding this feature of
this statistic, the reliability estimated for this new
strategy scale lends credibility to the process adopted for
realizing this task and the theoretical underpinnings which

contributed to its development.
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Table 35. Computation of the Overall Reliability of the Strategy
Scale
Strategy Cronbach Variance
Dimension Alpha ol
() ( o)

Specialization 0.771946 0.6811753 0.525830
Push vs. Pull 0.756084 0.6797140 0.513920
Product/Service Quality 0.751908 0.8472075 0.637022
Brand ldentification 0.687914 0.7656077 0.526672
Channel Selection 0.705526 0.9611032 0.678083
Technological Leadership 0.769334 1.0880564 0.837078
Cost Position 0.643511 0.8808422 0.566831
Leverage 0.749144 0.8608720 0.644917
Service Identification 0.811352 0.7581359 0.615115
Service Specification 0.904372 0.6378849 0.576885
Service Delivery 0.892580 0.7765891 0.693167
Service Communication 0.830010 0.8068895 0.669726

To2 = 9.7440777

Zryof = 7.485251

02 = 75.2231636

S Ly =1 -

9.7440777 ~ 7.485251

= 0,97

75.2231636
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This scale purification process resulted in 17 scale
items being dropped, leaving a 105-item strategy scale for
further analysis. The 17 scale items dropped in this
purification process are shown with an asterisk (*) mark
against each of them in Table 6. This 12-dimensional scale
was next subjected to a factor analysis, the results of

which are presented in the next section.
Delineation of Strategic Dimensions

Factor analysis is a term which is misapplied not too
infrequently. Quite apart from the fact that there are very
many types of factor analyses, each with a specific label,
much confusion is created by labelling principal component
analysis as factor analysis, and referring to principal
components as factors. Whereas a principal component is an
observable linear combination of variables, a common factor
is most often a hypothetical, unobservable variable. The
more important distinction here stems from the fact that
components are not correlated with each other. As linear
combinations, they are orthogonal. In contrast, common
factors can be and most often are correlated with each
other. Whereas factor analysis explains the common
variance, principal component analysis extracts the total
variance, i.e., including the error variance. Commenting on
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some of these differences, Pedhazur and Schmelkin (1991)

conclude as follows:

".... unless the first few components extract a
sizeable percentage of the total variance, there
is little to be gained from the application of a
PCA [principal component analysis}. As a rule of
thumb, one would want the first two or three
components to extract over 50% of the variance
.... It does not make sense to rotate components,
nor to attach substantive meaning to them" (p.

598-599).

In so far as principal components are orthogonal linear
combinations, they can at best be subjected only to
orthogonal rotations, where the underlying assumption is one
of zero correlation between the components. If, on the
other hand, there is reason to believe that the factors are
correlated and, consequently, oblique rotations are called
for to interpret the factors, then factor analysis is the
right choice. 1In this study, there is every reason to
believe that the underlying dimensions of the strategy
construct are correlated with each other. 1In fact, several
of the a priori dimensions around which the strategy scale
items have been developed have much in common (e.g., all the
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related items grouped under the four service dimensions) and
they are expected to show significant inter-correlations
necessitating oblique rotation of the factors for
interpretation. With this in view, the 105 strategic
characteristics, remaining in the scale after the previously
described purification process, have been subjected to a

principal factor analysis.

Two early decisions that had to be made in this
analysis related to the number of factors that should be
extracted and the minimum factor loadings that should be
considered significant. Stevens (1992) provided a lucid
discussion on these issues and recommends the following as

far as the number of factors to be extracted is concerned:

"The Kaiser rule will accurately determine the
number of components when the number of variables
<30 and the communalities are >.70, or when N>250
and the mean communality >.60. For other
situations when N<200, a statistical test is
advisable. For N>200, use of the scree’ test will
probably be reasonably accurate, provided most of

the communalities are fairly large" (p. 401).

RESULTS AND ANALYSIS 277

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



As this last condition was the most applicable to this
study, it was decided that the scree’ test would be used to
decide on the number of factors to be extracted. As for the
minimum factor loadings that should be considered
significant, the popular rule of thumb is greater than .30.
Presenting evidence against this practice, Stevens (1992)
recommended that the sample size should be taken into
account in deciding on the critical values for a correlation
coefficient. Interpolating from the table of "Critical
Values for a Correlation Coefficient at a=.01 for a Two
Tailed Test" (p. 383), the FUZZ level was set at .22 in this
study. The result is that the SAS program takes into
account only factor loadings higher than .22 as being

significant and treats lower correlations as missing values.

The last decision that needed to be taken at this stage
was regarding the factor rotation method that should be
used. As stated previously, it was expected that the
factors would be inter-correlated and, hence, an oblique
rotation would be necessary to interpret them. Aamong the
choices of oblique rotations available in SAS, the PROMAX
rotation was considered the best alternative. This is
because, according to the SAS Institute Inc. (1990), the

PROMAX rotation "has the advantage of providing orthogonal
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and oblique rotations with only one invocation of PROC

FACTOR" (p. 778).

With these decisions made, a preliminary run of the
FACTOR procedure was performed to check the scree diagram.
As Figure 32 shows, the scree test indicates the appropriate
choice as being seven factors. The preliminary diagnostic
output, however, showed that 13 factors account for 82.04%
of the variance in the model. In contrast, the first seven
factors account for a variance of 70.76%. This meant that
the later six factors account for only an additional 11.28%
of the variance. Clearly, the trade off was not in favor of
the larger number of factors, considering the difficulties
in interpreting such a large number. As such, a seven
factor solution was specified as indicated by the scree
test. Table 36 shows the eigenvalues and the variance

explained by the factors pre- and post-rotation.
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Figure 32. Scree Plot of Eigenvalues
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Table 36. Seven Factor Solution for the Strategy Scale

Factor No. Eigen Value Cumulative Post-Rotation
% Variance Variance Explained
Explained
1 29.68 45.66 17.16
2 5.00 53.66 7.86
3 3.38 58.56 6.67
4 2.37 62.21 4.80
5 2.07 65.39 3.77
6 1.95 68.39 3.33
7 1.54 70.76 2.41
8 1.50 73.08
9 1.40 75.24
10 1.18 77.06
11 1.15 78.83
12 1.08 80.49
13 1.01 82.04
Total for the
Reduced
Correlation Matrix 64.99
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Among other things, the computer output indicated that
the correlations between the scale items within each
strategy dimension were generally high and significant. The
correlation matrix could not be included here as the
printout was nearly 100 pages long. The computer output
also showed that the partial correlations controlling the
other variables were generally small, which should be the
case if the data is appropriate for common factor analysis.
The Kaiser'’s Measure of Sampling Adequacy (MSA) showed an
overall MSA of 0.94. Almost all the individual variables’
MSAs were also above 0.8 which is considered to be
desirable. The MSA is an indicator of "how small the
partial correlations are relative to the ordinary
correlations" (SAS Institute Inc., 1990b, p. 798). The
goodness~of-fit of a common factor model can be assessed
from the residual correlations, which are the differences
between the predicted correlations and the actual
correlations between variables. The SAS output confirmed

the goodness-of-fit through low residual correlations.

As Table 37 shows, the PROMAX rotation has yielded an
interpretable 7-factor solution, accounting for 70.76% of
the total variance. 1In social sciences, a factor solution
accounting for 60% of the total variance is considered
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satisfactory (Hair, Anderson, and Tatham 1987), and the
result in this study is thus considered good. Further, the
choice of the factor rotation (oblique) is proved to be
quite correct by the fact that the factor structure and
reference structure are different from the factor pattern (a
condition that occurs if the common factors are correlated),
and also that the computer output clearly shows inter-factor
correlations, as shown in Table 38. The next step in this
analysis is to interpret and name the factors, which is

discussed next.
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Table 37. Factor Matrix After Promax Rotation

Scale Item No. Factor1 Factor2 Factor3 Factor4d Factor§ Factor6  Factor 7

1. 83
2. 77
3. 76
4. 76
S. 75
6. 73
7. 70
8. 70
9. 69
10. 68
11. 68 23
12. 68 24
13. 67
14, 65
15, 64
16. 64
17. 63
18. 61
19. 61
20. 60
21. 60
22, 56
23. 55 32
24, 53
25. 53
26. 53
27. 51
28. 51
29. 43 23
30. 43 27
31 41
3. 39
33. 34 25
34. 34 28 25
35. 87
36. 81
3% 77
3s. 72
39. 68
40. 67
41, 59
42, 59 22
43. 57
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Scale Item No. Factor1 Factor2 Factor3 ©Factor4 [FactorS Factor6  Factor 7

44, 44 46

45. 45

46. 43

47. 41 31

48, 28

49. 67

50. 64 28

51. 62

52. 61

53. 30 45

54. 27 43

55. 26 42 27

56. 24 23) 41

57. 39

58. 39 28

59. 37 30

60. 37 24

61. 36

62. 35 24

63. 30 32

64. 31

6S. 31

66. 28 24

67. 55

68. 54 26

69. 48

70. 27 45 22

71. 44

72. 42

73. 28 39

74. 38

75. 2

76. 24 31

77. 23 30

78. 25 29

79. 28 28

80. , 23 26

81. 26 26 26

82. 34 25 32)

83. 26 47 28

84. 45

85. 38 42

86. 23 41 31

87. 38 23
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Scale Item No. Factor1 Factor2 ©Factor3 Factor4 FactorS Factor6  Factor 7

88. 23 38

89, 36 (29)
90. 36 25

91. 30

92. 30 30

93. 69

94, 22 59

95. 51

96. 35

97. 25 2 26

98. 25 31 63
99, 38 48
100. 42 41
101. 32 37
102. 38 36
103. 27 30
104. 22 25 27
105. 24 27
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Table 38. Inter-factor Correlations

Factor 1 Factor2 Factor3 Factor4 Factor5 Factor6 Factor?7
Factor 1 100
Factor 2 46 100
Factor 3 50 31 100
Factor 4 41 37 31 100
Factor 5 32 23 18 16 100
Factor 6 15 37 21 9 (1) 100
Factor 7 29 19 25 4 17 24 100
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to te etation

Table 39 shows the factor loadings obtained from the 7-
factor solution, together with the scale items under each
factor and their communalities. As may be expected in any
factor analysis, particularly one using a large measurement
scale as in the present case, some cross-loadings were
present as indicated in Table 37. But these were neither
too many nor too large, and are to be expected as the
factors were a priori hypothesized to be correlated. It
will be seen that the loadings of the scale items on the
respective factors are quite large. Commenting on the
criteria for the significance of factor loadings, Hair,
Anderson and Tatham (1987) state, "... factor loadings
greater than #0.30 are considered significant. Loadings
#0.40 are considered more important, and if the loadings are
+0.50 or greater, they are considered very significant” (p.
249). Looking at Table 39, it is evident that most of the
factor loadings obtained meet this significance criteria.

In fact, very few loadings are found to be below the #0.30
threshold level prescribed by most researchers. Thus, the
results obtained are considered to be appropriate for
accepting the factor solution, and naming these factors was
undertaken next. As the ensuing sections naming each factor
show, there were sufficient number of scale items loading on
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each factor meeting the significance criteria. 1In view of
this, the relatively small proportion of cross-loadings were

considered mere ’‘noise’ and disregarded.
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Table 39. Rotated Factor Solution for the Strategy Scale

Scale Factor Commu-
Item No Factors / Scale items Loadings nalities

FACTOR 1: SERVICE QUALITY LEADERSHIP
1. Maintaining consistently high quality product and/or service 83 .61
2. Using training and development to raise service quality standards 77 .62
3. Improving the service orientation of employee behavior (particularly among those in guest-contact positions) 76 .62
4, Training guest-contact employees about their customers/customers’ expectations 76 .63
5. Setting service quality goals that are designed to meet customer expectations 75 .59
6. Setting service quality goals which are challenging but realistic, are accepted by the employees,

and measured and reviewed regularly 73 .56
7. Constantly and visibly expressing/demonstrating management’s commitment to product/service quality 70 .59
8. Training employees in communication skills 70 .54
9. Encouraging free upward communication between guest-contact employees and management 69 .60
10. Carefully choosing personnel who interact with customers (e.g. assessment of social adaptation skills) 68 52
11. Setting specific service quality goals for employees which emphasize critical service tasks 68 .54
12. Training employees in interpersonal skills 68 .65
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19.

21.

22.

23.

24.

26.

Achieving high operational efficiency levels
Providing regular feedback to employees on their delivery achievement

Viewing customers’ demands as challenges and puzzles rather than as problems (i.e., believing in the
feasibility of solving any customer problem)

Training departmental managers in the skills needed to lead employees to deliver quality service

Developing standard operating procedures for all areas of the hotel to ensure consistently high quality service
delivery

Encouraging all departmental managers to interact with customers personally and experience the service
delivery process

Using guest complaints/suggestions/feedback as a resource in strategic planning

Building a good reputation of the property in the community

Treating employees as customers and seeking their input in product/service design
Enhancing the personalization of service in all areas of the hotel

Making specific effort to encourage customers to tell others about the hotel’s good service

Re-doing service when a customer is dissatisfied

Ensuring that a single guest-contacting employee can handle customer problems involving interaction between
different departments of the hotel

Developing innovative service ideas/methods

67

65

2

63

61

61

8

56

55

53

53

53

47

39

.52

49

49
.54

50

49

.43

S1

.38

49

.55
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33,

4.

3s.

36.

37.

38.

39.

40.

Emphasizing employee empowerment by pushing decision-making down to the lowest organizational levels
of the hotel

Ensuring that hotel activities are coordinated to enhance customer satisfaction
Communicating service quality guarantees to customers

Emphasizing in external communications those aspects of service quality (e.g. reliability) which customers
consider most important

Soliciting guest comments on their stay at the time of departure

Staying close to the customers by reducing the organizational levels between the guest-contact level and
management level

Using the uniforms/dresses of guest-contact employees as a means to project image

Determining pricing carefully to convey the appropriate quality signals

FACTOR 2; HNOLOGICAL LEADE

Expanding automation/computerization in guest handling

Employing automation/computerization to reduce costs

Using technology to enhance product and/or service quality

Using computerized information systems as the basis for setting standards to improve customer service
Standardizing routine service tasks through automation, so that time is freed to personalize other service aspects

Adopting user-friendly (to both employees and guests) systems and new technologies which improve the
effectiveness of service delivery

s1
S1

43

43

41

39
34

34

87
81
77
72

68

67

42
.46

.36

46

.38

37

‘30

38

.61

.56

.68

.49

.53

.50
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41.
42,

43.

45.

47.

48.

49.
50.

51.

52.

53.

54.

Adopting innovative technologies wherever possible in different areas of the hotel
Leading the competition in introducing new technologies

Effectively using computers/automation to improve job scheduling, service delivery, etc.
Training employees in the technical aspects of the services they are supposed to provide

Improving customer participation skills (in self-help services) by simplifying systems and procedures,
installing easy-to-understand signage, etc.

Standardizing service tasks with the help of information databases (e.g. pre-registration)
Introducing latest computer/communication technologies in guest rooms

Researching what service standards customers expect from industries similar/related to hotels (e.g. airlines)

FACTOR 3; PUSH

Deploying a highly visible professional sales force

Using sales blitzes in source markets to tap corporate clients
Trying to increase business in low season by calling on customers
Concentrating on direct selling to local businesses

Employing yield management techniques/systems

Designing miarketing programs aimed at developing and enhancing enduring customer relationships,
i.e., repeat business

59
59

57

45
43
41

28

67

62
61

45

43

55

53

47

33

.40

41

.39

49

.50

47

35

45

41
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56.
57.

58.

59.

60.

61.

62.

63.

65.

67.

68.

69.

Promoting horizontal communication between different departments of the hotel (e.g. sales/marketing and
operations)

Serving a variety of market segments
Contacting customers after they have stayed at the hotel

Adopting joint marketing and distribution along with competitors, local chamber of commerce, etc. to bid
for shared business (e.g. conferences)

Researching sources of business (e.g. travel agents) to understand what guests want
Emphasizing on working relationships with local visitor/tourist bureau for referral business
Positioning food & beverage outlets to compete with outside competition

Testing new marketing ideas and methods

Catering to the specific needs of individual customers/customer groups

Entertaining regular guests to solidify repeat business

Tying up with airlines and/or car rental firms to offer integrated reservations

Instituting financial incentives for departmental managers linked to behaviors that foster high service quality

FACTOR 4;: COST CONTROL
Minimizing debt servicing costs through refinancing
Maximizing the use of debt financing

Designing facilities to achieve specific image objectives

42

41

39

39

37

37

36

35

32

31

31

28

55

54

48

.38

31

45

.18

.27

34

.28

34

47



‘uoissiwiad noyum panqiyosd uolonpoudas Jayund “1aumo JybuAdoo ay jo uolssiwiad yum paonpoiday

SISATUNY ANV SITINSIA

G6¢C

70.

.

72.

73.
74.
75.
76.
71.
78.
79.
80.
81.

82.

83.

Minimizing the use of debt financing

Using every management decision to reach the goal of achieving the lowest cost of operation among the
competition

Effectively using external communications (e.g. advertising) to manage customers® expectations
(e.g. advertising only what can be and/or actually is delivered)

Providing a broad range of products/facilities/services

Minimizing overhead through standardization

Bargaining with suppliers for lowest prices

Providing better security than competitors

Using a cost accounting system to establish costs accurately

Using market research effectively in designing product and/or service strategies
Gearing much of marketing effort to project a specific image of the hotel
Employing rigorous cost control systems/procedures in all areas

Renovating and/or refurbishing regularly

Desi.gning employee incentive/reward/recognition systems based, at least in part, on the delivery of quality
service

FACTOR §: PULL

Promoting the hotel to the travel trade to get bookings

45

2
39
38
32
31
30
29
28
26

26

(32)

47

34

37

47

.33

47

41

32

.28
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9.

92.

93.
94.
95.
96.

97.

Promoting special rates and/or packages to improve traffic in low season
Searching for new markets/opportunities

Negotiating contracts with travel agents and tour operators for volume business

_Cultivating competitors to get their overflow

Offering special rates and/or privileges for repeat guests

Advertising to create and/or maintain awareness of the hotel

Affiliating with hotels located in other markets to build mutual referral business
Participating actively in franchise alliance for referral business

Developing new products and/or services

FACTOR 6: GR

Promoting the hotel incentive houses

Contracting with hotel representation firms to promote the property
Setting up sales offices in generating markets

Educating the customers to use the hotel during non-peak periods

Stressing tangible cues in all communications (advertising, in-house signage, direct mail, etc.) to define the

product/service

45

4?2

41

38

38

36

36

30

30

69

59

51

35

26

51

34

.30

.28

.28

.36

27

35

.49

34

33

30

.38



‘uoissiwlad 1noyum pauqiyold uononpoidas Jayung “saumo ybuAdoo ayi jo uoissiwiad ypm paonposday

SISATUNV QNV SLINSIA

Le6Z

o
®

100.

101.

102.

103.

104.

105.

A R 7; CR ININ
Using cross-training of employees to reduce costs
Cross-training employees to perform other tasks as a means of coping with peak season demand
Building teamwork by cross-training employees, team-based reward systems, etc.
Adopting risk management practices
Using differential scheduling of existing employees to cope with seasonal fluctuation in demand
Training employees in risk management

Adopting innovative recruitment and retention methods to foster employee loyalty (e.g. recruiting physically
challenged personnel)

Employing additional part-time workers to maintain service levels in peak demand periods

63

48

41

37

36

30

27

27

.65
54
.53

51
42

S1




Thirty four out of the 105 scale items loaded above the
FUZZ level of .22 on this factor which, being the first to
be extracted, explains the maximum common variance in the
variables. Twenty seven out of these 34 scale items loaded
on this factor are from the four service dimensions -
Service Identification, Service Specification, Service
Delivery, and Service Communication. Going by the normative
literature, one expected that the scale items belonging to
each of these a priori dimensions would load on separate
factors. However, it appears that in the average hotel
manager’s mind, the nuances of the service quality gaps
delineated by Zeithaml et al (1990) are somewhat blurred.
The respondents seem to view most competitive methods
related to service quality maintenance and improvement as
one whole dimension. Nonetheless, the fact that so many of
the service quality scale items loaded together is in itself
significant, considering that the average hotel manager is
not as sophisticated as an academic researcher in terms of
understanding the theory of service quality. Three other
items loaded on to this factor, which were not part of the
original set of scale items developed for the four service
dimensions, but they are also related to service quality.
These items, nos. 1, 2, and 17, are scale items developed to
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tap Porter’s (1980) Product/Service Quality dimension.
Keeping the central theme of such a large number of scale
items loading on to this factor, Factor 1 was named SERVICE
QUALITY LEADERSHIP. This name signifies the aim and thrust
of all the scale items referred to, viz., to improve and

maintain a high level of service guality.

Factor 2: TECHNOLOGICAL LEADERSHIP

Fourteen scale items loaded on to this factor above the
FUZZ level. Four out of five scale items developed to
capture Porter’s (1980) Technological Leadership dimension
are among these. It will be recalled that a sixth scale
item from this dimension was dropped in the scale
purification process. Six additional items (nos. 38, 39,
40, 43, 45, and 46) are from the original set of scale items
developed to capture the Service Specification dimension.
All these six scale items have a central theme of
adopting/using technology (computers, automation, etc.,).
Thus, though these six scale items came from a different
original subset, they are nomologically closely related to
the four scale items from Porter’s Technological Leadership
dimension. Scale item 37, though originally from Porter’s
Product/Service Quality dimension, is also a technology-
related item. Scale item 36, originally from Porter’s Cost
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Position dimension, is likewise another technology-related
item. The loading of these two items on this factor tends
to strengthen the content validity of this strategy
dimension. It is interesting to note that even scale item
44 which reads, "training employees in the technical
[emphasis added here] aspects of the services they are
supposed to provide," loaded on to this factor. It is quite
clear from all this that the respondents mentally related
all technology-related competitive methods as belonging to
one domain. Thus, this factor was named TECHNOLOGICAL
LEADERSHIP (retaining Porter’s original label) so as to
capture the thrust of this collection of strategic

characteristics.

Factors 3 and 5: PUSH and PULL

These two factors have something in common, as will be
apparent from the ensuing discussion, and , hence, are being
dealt with together. Eighteen scale items loaded on to
Factor 3 and 10 scale items loaded on Factor 5 above the
FUZZ level. Ten out of this total of 28 scale items are
from Porter’s (1980) Push vs. Pull dimension. Porter’s Push
vs. Pull dimension originally had 11 scale items, one of
which was dropped in the scale purification process. This
means that all the remaining 10 items from this dimension
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are loaded on either Factor 3 or Factor 5. Push and Pull
are in actuality dichotomous strategies, though Porter
treated them together. Though most business enterprises
adopt some of each type of these strategies, the relative
emphasis can and does differ from enterprise to enterprise.
If, in the context of the lodging industry, we were to view
all such strategies which involve direct customer contact
(such as personal selling, and so on) as Push strategies
and, as a corollary, all such strategies which involve
intermediates and/or rely on referral business, with no
direct customer contact, as Pull strategies, the distinction
between Factors 3 and 5 becomes clear. It is seen that most
of the former type of strategies involving direct customer
contact to generate and retain business are loaded on to
Factor 3. For example, scale items 50, 51, 52, 57, and 64
fall into this category. 1In contrast, strategies relying on
intermediaries (such as travel agents) and referrals (such
as from franchise alliances) are loaded on Factor 5. Scale
items 83, 87, and 91 are examples of this. Though there are
contrary loadings (item 60 on Factor 3, and item 88 on
Factor 5), these are lone exceptions in each case. The
majority of the loadings are, in fact, separated on the

lines identified above.
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Further, even some of the other scale items loaded on
to these two factors also fit this pattern. For example,
scale items 49, 54, and 58 which loaded on Factor 3 have
direct (or implied) customer contact in common among them.
Thus, they are Push strategies. In contrast, items 84, 86,
89, and 90, which are loaded on Factor 5, are strategies
which do not rely on direct customer contact. They are,
obviously, Pull strategies. Further, as Hair, Anderson, and
Tatham (1987) stated, although "all significant factor
loadings typically are used in the interpretation process
... variables with higher loadings will influence to a
greater extent the name or label selected to represent a
factor" (p. 257). Looking at Table 36, we see that some of
the scale items with the higher loadings on Factors 3 and 5
are from the two sets discussed above. Thus, it appears
that Porter’s (1980) Push vs. Pull strategy dimension is
divided into its dichotomous parts in the current factor
analysis. This seems not only appropriate, but the fact
that other like scale items also have loaded on to each of
these factors lends credence to the validity of this
dichotomization. Thus, it was decided to name Factor 3 as

PUSH and Factor 5 as PULL strategy dimensions.
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Sixteen scale items loaded on to Factor 4 above the
FUZZ level. Eight items out of these are from Porter’s
(1980) Cost Position and Leverage dimensions. An additional
item, no. 82, though originally from the Service Delivery
subscale, also has a financial note to it as it concerns
employee incentives and rewards. It appears that
respondents viewed it as a cost item. To this extent, its
lcading on this factor added to the factor’s validity as a
cost-related dimension. Thus, nine out of sixteen items
loaded on this factor are finance-related. Further, four
out of the top five loadings are from the Cost Position and
Leverage subscales. Preserving the central theme of these
statements, viz., reducing costs, this factor was named COST

CONTROL.

Factor 6: GROUP CHANNELS

This factor has only five scale items loaded on it.
The top three items are from Porter’s (1980) Channel
Selection dimension. This dimension was a priori captured
"by seven scale items. However, the balance of these four
items did not load on to this factor. So, at first it
appeared as if this factor did not have much of a central
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theme. But, a closer examination of the statements reveals
an underlying theme. The unit of analysis in this study is
the individual hotel. Keeping this fact in view, setting up
sales offices in generating markets, contracting with hotel
representation firms to promote the property, and promoting
the hotel to incentive houses (the top three scale items
loading on this factor) are not within the scope of such a
unit’s ability. None of these three strategies are worth
pursuing from a single hotel’s perspective. However,
individual hotels can and do benefit from these strategies,
if only such efforts can be/are made at a group level. 1In
practice, this is what normally happens in the industry.
These strategies are pursued by corporate sales offices of
multi-unit operations for the common benefit of all units.
Thus, these are legitimate channels under Porter’s frame of
reference, but are practically employed only at a
group/consortium level. 1In fact, several respondents
pointed this out in the returned questionnaires through
marginal notes to the effect that these strategies are
implemented at a group level. Thus, this factor was

labelled as GROUP CHANNELS.
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Eight scale items loaded on to this last factor loaded
above the fuzz level. The top three scale items have a
central theme of cross-training. However, there are other
patterns as well in this subscale which had to be carefully
examined before naming this factor. The most important of
these was management of seasonal demand. Three scale items
are related to this theme. However, a close examination of
the original Service Specification subscale shows at least
four other statements directly related to demand management.
Two of these were dropped during the scale purification
process. The rest loaded on to other factors. So, if
seasonal demand management is the central theme in Factor 7,
the other scale items relating to this issue should have
also loaded here. Another observation was that the scale
item 98, which has the highest loading (far ahead of the
next best loading), also relates to cost reduction.

However, this could not be considered to be the central
theme in this factor for two reasons. First, it is the only
statement in this subscale with a cost orientation. Second,
most other scale items relating to the theme of cost
reduction already loaded on to Factor 4. Besides, two other
scale items, nos. 102 and 105, also have cross-training
implications though no explicit connection is visible. 1If
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these scale items are also taken into account, cross-
training seems to be a strong central theme in this factor.
In the current environment of labor shortage (of trained
employees who are willing to stick with one employer for a
time), cross-training is, indeed, an important human
resource strategy. Keeping these considerations in view,

this last factor was labelled CROSS-TRAINING.

Thus the seven strategy dimensions that emerged from
this factor analysis were : Service Quality Leadership,
Technological Leadership, Push, Cost Control, Pull, Group
Channels, and Cross-Training. Together, they accounted for
all but two of Porter’s (1980) dimensions and the four
service dimensions added from the service strategy
literature. 1In most cases, revised labelling had to be done
solely to better reflect the component scale items of a
given subscale. But, the core concepts from both the
manufacturing and service literatures have been preserved in
the new scale/dimensions. This in itself is a strong reason
to believe that the new strategy scale is content valid.

The only a priori dimension of Porter which did not
satisfactorily load on any factor is Specialization. This
point is discussed later in Chapter 5. The other dimension
from Porter which is not represented in this scale is
Pricing Policy, which was dropped because of its low
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reliability. Except for these variations, a parsimonious
factor solution accounting for much of the Literature seems
to have emerged from this process. Thus, it is considered
that an interpretable 7-factor strategy scale has been
realized from the analysis thus far, setting the stage for
subsequent analysis of the strategy-performance

relationships, which is the focus of the ensuing sections.
Strategy-Performance Relationship

To investigate the relationship between the performance
measures and the strategy factors, a series of MANOVAs were
conducted. To facilitate this analysis, some data
transformations were first needed. First, for each of the
performance measures, Yield Per Room, Market Share Index,
and Return on Sales, there are two observations, one for
each year. The means of these pairs across the two years
were computed and labelled YPR, MSI, and ROS. To clarify,
the mean of YPR92 and YPR93 is YPR, and so on. Thus, nine
performance variables, YPR92, YPR93, YPR, MSI92, MSI93, MSI,
ROS92, ROS93, and ROS, were involved in the analysis from
here on. MANOVAs were planned separately for each of these
dependent variables. Later on in this chapter, the
differences between the pairs of these performance measures
for 1992 and 1993 and their implications are discussed.
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But, for the present, all nine variables are used in the
analysis. Second, these performance variables had to be
classified as high and low. To recapitulate, one of the
objectives of this study was to verify if there were any
strategy differences between high performers and low
performers in the lodging industry. To facilitate this
analysis, the quartile statistics of the performance
variables were used, and each of the nine variables was
classified as high (greater than or equal to 75%, i.e.,
upper quartile), low (less than or equal to 25%, i.e., lower
quartile), and medium (25%-75%). The recoded variables were
given a prefix ’NEW’, to distinguish them from the original
data. For example, YPR92, after being classified into high,
medium, and low ranges, resulted in NEWYPR92 which assumed
the values 1 for high and 2 for low, the medium range having
been discarded from further analysis. The quantile
statistics were first obtained separately for each price
segment, i.e., upscale, midprice, and economy, because of
the differences in tariffs, etc. as explained earlier.

After the respondent hotels were first separated into high
performing and low performing sets by each of these
segments, all high performing hotels were combined into one
set and all low performing hotels were combined into another
set. Table 40 shows the guantile statistics used in this
exercise. These high and low subsets which yielded a good
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separation in the performance measurement were used in the
MANOVAsS, as many previous researchers have done. MANOVA is
sensitive to the differences in the variances of the subsets
being compared. In other words, in this case, the variances
of the strategy vectors being compared between the two
groups (high and low performers on a given performer
measure) should be equal, if a MANOVA is to be used to
compare the vector means, as is proposed here. However, the
SAS package does not have a homogeneity of variance
procedure to test this. So, the strategy vectors of the
high and low performers were visually scrutinized with the
help of frequency tables to assess their variances. This
approach is appropriate given the relatively large sample
size in this study. The frequency distributions suggest
that the variances of the two groups are not unequal. Last,
the factor scores were obtained directly from the PROC
FACTOR program used in the previous stage of analysis. The

results of these MANOVAs are reported below.

RESULTS AND ANALYSIS 309

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table 40. Quartile Statistics used for Classifying
Performance Variables into High and Low
Performance Upscale Mid-price Econony
Variables Hotels Hotels Hotels

YPR92 Q3 54.400 40.300 35.000
Q1 35.850 27.100 24.800
YPR93 Q3 61.000 41.300 36.200
Q1 35.400 28.400 26.400
YPR Q3 57.500 40.600 35.000
Q1 34.300 28.100 25.900
MSI92 Q3 1.050 1.100 1.205
Q1 0.890 0.960 1.025
MSI93 Q3 1.090 1.120 1.290
Q1 1.020 0.950 1.010
MSI Q3 1.060 1.115 1.250
Q1 0.930 0.945 1.020
ROS92 Q3 56.330 35.980 45.990
Q1 19.550 21.000 33.850
ROS93 Q3 56.795 37.500 47.600
Q1 19.955 20.170 31.790
ROS Q3 55.375 36.500 45.060
Q1 20.475 20.245 32.820
Q3: Upper Quartile (>75%)
Ql: Lower Quartile (<25%)
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As Table 41 shows, the MANOVA results indicate
significant differences in the strategy dimensions between
high and low performers on the variables NEWYPR92, NEWYPR93,
NEWYPR, NEWMSI92, NEWMSI93, and NEWMSI. All the four test
statistics, Wilk’s Lambda, Pillai’s Trace, Hotelling-Lawley
Trace, and Roy’s Greatest Root, indicate the same results
and, hence, only one set of F and p values have been
reported. As the values of the last two statistics are
identical, only one value is reported for these two
statistics. As far as Return on Sales in concerned, the
null hypothesis of equality of the two groups narrowly
failed to be rejected in the case of NEWR0OS92. On NEWROS93,
the result was more clear cut, in that the null hypothesis
failed to be rejected in no uncertain terms. As a
consequence, a similar result was obtained on NEWROS, which
as explained previously is the average of NEWROS92 and
NEWROS93. The interpretation of these and other results
reported in the following sections of this chapter are

discussed in Chapter 5.
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Table 41. MANOVA Results Comparing the Strategy Dimension Vectors between

High and Low Performers

Performance 1 2 3 F NUM DEN PR > F
Variables DF DF

NEWYPR92 0.8185 0.1815 0.2217 7.3483 7 232 .0001™
NEWYPR93 0.8225 0.1775 0.2158 7.1214 7 231 .0001™
NEWYPR 0.8098 0.1902 0.2349 7.6833 7 229 .0001™
NEWMSI92 0.9279 0.0721 0.0777 3.4432 7 310 .0015™
NEWMSI93 0.9420 0.0580 0.0616 2.7540 7 313 .0087"
NEWMSI 0.9369 0.0631 0.0674 2.9838 7 310 .0048™
NEWROS92 0.9526 0.0474 0.0498 19269 7 271 .0655"
NEWROS93 0.9623 0.0377 0.0392 1.5180 7 271 .1611°
NEWROS 0.9646 0.0354 0.0367 1.4006 7 267 .2051°

1:Wilk’s Lambda;2:Pillai’s Trace;3:Hotelling-Lawley Trace & Roy's Greatest Root

* Not Significant

= Significantp < .01
- p < .005
- p < .0005
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The above results as shown in Table 41 only indicate
that there are significant differences in the mean vectors
of the strategy dimensions between high and low performers.
These results do not yet show which factors these
differences are possibly stemming from. To understand such
differences in specific factors, one has to turn to the
univariate ANOVA output of the MANOVA procedure. The
results from the univariate ANOVAs for each strategy
dimension are summarized in Table 42. As seen from this
table, there are significant differences in the strategy
dimensions Push and Pull (Factors 3 and 5) between the high
and low performers on NEWYPR92, NEWYPR93, and NEWYPR. The
dimension Push shows significant differences in NEWMSIS2,
NEWMSI93, and NEWMSI. 1In the case of NEWMSI92, the null
hypothesis of equality on the Service Quality Leadership
dimension narrowly failed to be rejected (PR > F = .06).
However, these differences in Factor 1 are reflected in the
significant difference obtained in NEWMSI. As there are
nine performance variables and seven strategy dimensions
involved in this as well as similar, subsequent analyses,
only significant results are tabulated here as well as in
the tables following for brevity and clarity of

presentation.
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Table 42. ANOVA Results Comparing Individual Strategy

Dimensions between High and Low Performers

Service
Performance Quality Push Pull
Variables Leadership
NEWYPR92 F 25.07 e 4.34 .
PR > .0001 .0382
NEWYPR93 F 23.85 - 4.26
PR > .0001" .0402"
NEWYPR F 26.53 vere 4.61
PR > F .0001 .0328"
NEWMSIo92 F 8.55
PR > F .0037™"*
NEWMSIO93 F 5.37
PR > F .0211"
NEWMSI F 3.89 7.60
PR > .0493" .0062""
Only significant results reported
-
"g < .05
.“g < .01
ttiig < .005
P < .0005
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While the previous table indicates on which strategy
dimensions the high and low performers differ, there is
still one missing piece of information. For example,
knowing that the high and low performers differ in Push
strategy is not sufficient. Further information is needed
to see whether relying more or less on this strategy is
associated with high (or low) performance, as the case may
be. To obtain this insight, factor means were computed for
those strategy dimensions which showed significant
differences between high and low performers. Table 43 shows
these factor means. Looking at the top half of this table
indicating the information on the Yield Per Room variables,
it is evident that hotels realizing higher yields per room
rely more on the Push strategy than the hotels realizing
lower yields per room. Contrastingly, the low performers on
these variables rely more on the Pull strategy as compared
to the high performers. Combining these two results, the
evidence seems to indicate that the high performers (only on
these three variables) rely more on the Push strategy and
less on the Pull strategy, whereas the low performers rely

more on the Pull strategy and less on the Push strategy.

Turning to the Market Share Index variables, shown in
the bottom half of Table 43, once again, it is evident that
the high performers rely more on the Push strategy. The
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contrary evidence on the Pull strategy is not reported here
as it was not significant from the previous analysis.
However, the results on the two sets of variables related to
Yield Per Room and Market Share Index are consistent with
each other. Any contradiction here would have rendered the
results suspect, considering that Yield Per Room is a
product of Average Room Rate and Percentage of Occupancy,
and the higher the occupancy, the higher the market share is

likely to be.

The other difference indicated in the bottom half of
Table 43 is that high performers on the variable NEWMSI rely
more on Service Quality Leadership as compared to low
performers. As stated previously, this result was not
supported for the individual years (NEWMSI92 and NEWMSI93),
though it was a narrow failure of rejection in 1992
(NEWMSI92). The factor means of high and low performers in
NEWMSI92 and NEWMSI93 have been included in this table,
despite the differences not being significant, only for
comparison purposes vis-a-vis the NEWMSI figures. Though
somewhat less conclusive as compared to the Push vs. Pull
strategies, Service Quality Leadership is nonetheless an
important strategy that distinguishes between high and low

performers.
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Table 43. Factor Means of Significantly Different Strategy
Dimensions for High and Low performers
Performance Factor Means
Variables
Performance Push Pull
NEWYPR92 High 0.4047 (0.2499)
Low (0.2652) 0.0391
NEWYPR93 High 0.3667 (0.2390)
Low (0.2862) 0.0456
NEWYPR High 0.4044 (0.2738)
Low (0.2816) 0.0259
Service
Quality
Leadership Push
NEWMSI92 High 0.3049 0.3972
Low (0.0256) (0.1069)
NEWMSI93 High 0.1976 0.2927
Low (0.0050) (0.0866)
NEWMSI High 0.3117 0.3499
Low (0.0175) (0.1070)
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Having studied the issues of whether there are any
difrerences in strategies between high and low performers
and, if so, on which strategy dimensions are such
differences evident and, further, the direction of such
differences, the next set of issues examined were relating
such differences to the control variables of Location,
Segment, Affiliation, and Size. The results obtained from

the analyses in this regard are reported next.

Control variables vs Strategy-Performance Relationship

"In the broadest sense, explanatory research can be
conceived of as an attempt to explain variability of the
phenomena of interest (the dependent variables). It is,
however, necessary to recognize that countless variables, in
addition to the ones the researcher is studying, may be
affecting, to a greater or lesser extent, the phenomenon
under investigation, thereby posing potential threats to the
validity of findings and to inferences made from them"
(Pedhazur and Schmelkin 1991, p. 212). It is with this in
mind that this study proposed to study four control
variables, viz., Location, Segment, Affiliation, and Size.

These have already been defined earlier.
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Among the different forms of control, four types are
most frequently discussed in scientific literature, viz.,
control by manipulation, control through elimination or
inclusion, statistical control, and control by
randomization. Of these, manipulation is possible only in
experiments. In organizational research of the type being
reported here, variables such as Location can, obviously,
not be manipulated. Statistical controls are mostly
relevant when the control variables are of the continuous
type (Pedhazur and Schmelkin 1991, p. 212-215). As such,
these two forms of control are not suitable in the present
context. So is the case with randomization as already
discussed previously. This leaves control through
elimination or inclusion as the most suitable form of
control for this study. 1In the former case of this type of
control, the variables are made constants; whereas in the
latter, their interaction with the phenomenon under
investigation is studied. Considering that this is an
exploratory research, and that there is not much of
hospitality literature based on which specific interactions
can be hypothesized a priori, it was felt that control
through elimination is the most suitable approach for this
study. Accordingly, all analyses reported in the ensuing
sections held the relevant control variables constant. This
is done by studying the phenomenon under investigation,
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viz., strategy differences between high and low performers,
separately under each category of the control variables
under investigation and comparing the results there from for

interpretation.

Location

To study the differences in strategies adopted by high
and low performers among hotels classified by LOCATION, a
series of MANOVAs were first performed, one for each
LOCATION category. As Table 44 shows, significant
differences in the vector of strategy of dimensions between
high and low performers (NEWYPR92, NEWYPR93, NEWYPR) were
found in City-Center hotels and Highway hotels, and in
NEWMSI92 among Airport hotels. Following a similar pattern
of analysis adopted before, Table 45 shows the specific
strategy dimensions in which these high and low performers
differed in these LOCATION types, from univariate ANOVAs.
The significant differences between high and low performing
City-Center hotels in NEWYPR92, NEWYPR93, and NEWYPR were
seen in the Push strategy. On the same performance
variables, the high and low performing Highway hotels
differed not only in the Push strategy, but also in the
Technological Leadership dimension, with the exception that
no strategy differences were significant on the variable
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NEWYPR92. In this latter case, though the MANOVA showed an
overall significant difference, the differences in
individual strategy dimensions were clearly not pronounced
enough. Likewise, though Airport hotels showed a
significant overall strategy difference between high and low
performers on NEWMSI92, the individual ANOVAs failed to
substantiate such differences in any specific strategy

dimension.

Table 46 shows the corresponding factor means to assist
in identifying the directional relationship between the
strategy dimension and performance. In all the variables in
this table, the high performers relied more on the Push
strategy than the low performers. Additionally, among the
Highway hotels, the high performers on NEWYPR93 and NEWYPR
also stressed more on the Technological Leadership

dimension.
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Table 44. MANOVA Results Comparing the Strategy Dimension Vectors
between High and Low performers by LOCATION

Performance 1 2 3 F NUM DEN PR>F
Variables DF DF

LOCATION =

City-Center

NEWYPR92 0.5763 0.4237 0.7352 4.4110 7 42 .0010™
NEWYPRS3 0.6449 0.3551 0.5507 3.3043 7 42 .0069"
NEWYPR 0.5801 0.4199 0.7239 4.3433 7 42 .0011™
LOCATION =

Highway

NEWYPR92 0.7740 0.2260 0.2920 3.0451 7 73 .0072%
NEWYPR93 0.8167 0.1833 0.2245 0.2245 i 74 .0303"
NEWYPR 0.7517 0.2483 0.3302 3.2551 7 69 .0048™
LOCATION =

Airport

NEWMSI92 0.4665 0.5335 1.1438 2.9412 ki 18 .0307°

1:Wilk‘s Lambda; 2:Pillai‘’s Trace; 3:Hotelling-Lawley Trace & Roy'’s

Greatest Root
Only Significant results reported
“p< .05

" p< .01
= p < .005
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Table 45. ANOVA Results Comparing Individual Strategy Dimensions
between High and Low Performers by LOCATION

Performance Push Technological
Variables Leadership

LOCATION = City-Center

NEWYPRS2 F 6.39
PR > F .0148°

NEWYPR93 F 4.75
PR > F .0343°

NEWYPR F 5.22
PR > F .0268"

OCATION = Highwa

NEWYPR93 F 5.51 4.71

PR > F .0214"° .0330"
NEWYPR F 5.64 4.67

PR > F .0202" .0339°

Only significant results reported
"p< .0S
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Table 46. Factor Means of Significantly Different Strategy
Dimensions for High and Low Performers by LOCATION
Factor Means
Performance Performance Push Technological
Variables Leadership
LOGATION =
City-Center
NEWYPR92 High 0.5948
Low (0.0809)
NEWYPR93 High 0.5739
Low (0.0184)
NEWYPR High 0.5741
Low (0.0420)
LOCATION =
Highway
NEWYPR93 High 0.1850 0.5325
Low (0.4701) (0.0943)
NEWYPR High 0.2957 0.6130
Low (0.4702) (0.1324)
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Segment

A series of MANOVAs performed in this case indicated
strategy differences between high and low performers only in
the full-service segment. These significant differences
were obtained in NEWYPR92, NEWYPR93, NEWYPR, and NEWMSI92,
as shown in Table 47. It may be added here that in the case
of NEWMSI93 and NEWMSI, the tests of null hypothesis of
equality of strategy narrowly failed to be rejected (PR > F
= 0.0734 and 0.0742 respectively). All the test statistics
confirmed similar results as has been the case with all the
tests conducted thus far. Univariate ANOVAs on the
performance variables, where the MANOVAs indicated
significant differences, showed that it is once again the
Push strategy where the differences are significant. These
results are reported in Table 48. Factor means were then
computed as before to study the direction of the strategy-
performance relationship. Once again, the high performers
(in NEWYPR92, NEWYPR93, NEWYPR, and NEWMSI92) relied more on
the Push strategy than the low performers, as indicated in

Table 49.
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Table 47. MANOVA Results Comparing the Strategy Dimension Vectors between High
and Low Performers by SEGMENT

Performance 1 2 3 F NUM DEN PR>F
Variables DF DF

SEGMENT = Full-Service
NEWYPR92 0.7167 0.2833 0.3953 7.3405 7 130 .0001°

NEWYPR93 0.7438 0.2562 0.3444 6.3460 7 129 .0001*
NEWYPR 0.7057 0.2943 0.4170 7.6847 7 129 .0001°

NEWMSI92 0.9080 0.0920 2.6341 2.6341 7 182 .0001°

1:Wilk’s Lambda;2:Pillai’s Trace;3:Hotelling-Lawley Trace & Roy’s Greatest Root

Only significant results reported

*p < .0005

Table 48. ANOVA Results Comparing Individual Strategy Dimensions
Between High and Low Performers by SEGMENT

Performance Variables Push

SEGMENT = Full-Service

NEWYPR92 F 21.61
PR > F .0001~

NEWYPR92 F 16.88
PR > F 0001~

NEWYPR F 22.39
PR > F 00017

NEWMSI92 F 5.85
PR>F 0165

Only Significant results reported

"p<.05

~p < .0005
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Table 49. Factor Means of Significantly Different
Strategy Dimensions for High and Low
Performers by SEGMENT

Performance Factor Means
Variables
Performance Push
N =
Full-Service
NEWYPR92 High 0.6428
Low (0.1135)
NEWYPR93 High 0.5291
Low (0.1482)
NEWYPR High 0.6083
Low (0.1493)
NEWMSIOo2 High 0.5271
Low 0.0577
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Affjliation

It will be recalled that this control variable has been
categorized based on ownership (independent or a part of
multi-unit companies) and management (self, franchisor, or
management company). Thus, there are six possible
combinations of arrangements involved here. The research
question of interest here is whether the different groups

have varying strategy-performance relationships.

In the first stage on analysis, the MANOVAs performed
for each AFFILIAT category showed the following significant

results as indicated in Table 50:

1. Among the independently owned, self-managed hotels,
differences in strategies were significant between high
and low performers in NEWYPR92, NEWYPR93, NEWYPR,

NEWMSI®2, and NEWMSI.

2. Among the hotels which were part of multi-unit chains
and were also managed by such chains themselves,
strategy differences were significant between the high
and low performers in NEWROS93 and NEWROS. The null
hypothesis of equality failed to be rejected for
NEWROS92 (PR > F = .0850).
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3. Among the independently owned hotels which were managed
by the franchisors, strategy differences were
significant between the high and low performers in

NEWYPR92, NEWYPR93, and NEWYPR.

As a corollary, there were no strategy differences between

the high and low performers among hotels falling under the

rest of the AFFILIAT categories.
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Table 50. MANOVA Results Comparing the Strategy Dimension Vectors between High

and Low Performers by AFFILIAT

Performance 1 2 3 F NUM DEN PR >F
Variables DF DF

AFFILIAT: A

NEWYPR92 0.8162 0.1838 0.2253 3.0892 7 96 .0056™
NEWYPR93 0.8348 0.1652 0.1979 2.9405 7 104 0075
NEWYPR 0.7916 0.2084 0.2633 3.6113 7 96 0017™
NEWMSI92 0.8930 0.1070 0.1198 2.2927 7 134 .0308"
NEWMSI 0.8967 0.1033 0.1152 2.2549 7 137 .0334°
AFFILIAT: B

NEWYPR92 0.4771 0.5229 1.0959 3.4441 7 22 0122°
NEWYPR93 0.4971 0.5029 1.0115 3.1789 7 22 .0176°
NEWYPR 0.4989 0.5011 1.0044 3.0133 7 21 .0235"
AFFILIAT: C

NEWROS93 0.5894 0.4106 0.6966 2.4878 7 25 .0438"
NEWROS 0.5619 0.4381 0.7796 2.6728 7 24 .0340°

1:Wilk’s Lambda 2:Pillai’s Trace 3:Hotelling-Lawley Trace & Roy’s Greatest Root

A:Independently owned, self-managed
B:Independently owned, managed by the franchisor
C:Chain owned (i.e., part of a multi-unit company), managed by the chain

Only significant results reported

‘p<.05
“p<.01
“p < .005
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Univariate ANOVAs were then performed on the
performance variables which indicated significant strategy
differences between the high and low performers. The
results are tabulated in Table 51. This table shows the

following results:

1. High and low performers in NEWYPR92, NEWYPR93, NEWYPR,
NEWMSI92, and NEWMSI among the independently owned,

self-managed hotels differ in the Push strategy.

2. In addition, these groups also differ in the Service
Quality Leadership dimension, but this result is

significant only for NEWMSI92 and NEWMSI.

3. In contrast, independent hotels managed by the
franchisors present a different picture. Here, the
high and low performers in NEWYPR92, NEWYPR93, and
NEWYPR differ in the Cost Control and Pull strategy
dimensions. In addition, these groups also differ in
the Cross-Training strategy dimension when the
performance variables NEWYPR92 and NEWYPR are

considered.

4. Among the hotels which are part of multi-unit chains
and are also managed by such chains themselves, the
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high and low performers in NEWROS significantly differ

on the Service Quality Leadership dimension.

5. In this last group, though the MANOVA results showed an
overall significant difference in NEWROS93, no
individual strategy dimension proved to be
significantly different between the high and low

performers on this performance variable.
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Table 51. ANOVA Results Comparing Individual Strategy Dimensions between High and Low

Performers by AFFILIAT
Performance Push Service Cost Pull Cross-
Variables Quality Control Training
Leadership
AFFILIAT: A
NEWYPR92 F 14.95
PR>F  .0002*™
NEWYPR93 F 15.78
PR>F  .0001=
NEWYPR F 17.41
PR>F .0001=
NEWMSI92 F 11.99 4.55
PR>F .0007™  .0347"
NEWMSI F 12.58 6.55
PR>F .0005— .0116"
AFFILIAT: B
NEWYPR92 F 4.59 16.23 6.42
PR>F .0410” .0004= .0172°
NEWYPR93 F 4.87 11.55
PR>F .0357° .00217
NEWYPR F 6.15 13.47 5.54
PR >F .0197* .00117 .0261°
AFFILIAT: C
NEWROS F 5.55
PR > F .0252°

A:Independently owned, self-managed
B:Independently owned, managed by the franchisor
C:Chain owned (i.e., part of a multi-unit company), managed by the chain

Only significant results reported
"p<.05 "p<.005 Tp<.001
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The factor means tabulated in Table 52 clarify the
specific strategy differences described above. The results

indicate the following:

1. Among the independently owned, self-managed hotels, the
high performers rely more on the Push strategy than the
low performers. These results are indicated in

NEWYPR92, NEWYPR93, NEWYPR, NEWMSI92, and NEWMSI.

2. Additionally, on the last two performance variables
related to market share, the high performers in this
type of hotels stress more on Service Quality

Leadership than the low performers do.

3. In contrast, a different set of strategy dimensions
distinguish the high and low performers, in NEWYPR92,
NEWYPR93, and NEWYPR, among the independently owned
hotels managed by the franchisors. Here, the low
performers stress more on Cost Control, rely more on
the Pull strategy, and also stress on Cross-Training,

as compared to the high performers.

4. Finally, among the chain owned and managed hotels,
hotels in the low performance group in NEWROS stress
more on the Service Quality Leadership dimension.
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Some of the results narrated in items 3 and 4 seemed a
little surprising at first. But on a deeper consideration
of the phenomena, the results seem to be logically probable.
Discussion on these issues is deferred to Chapter 5 so that

the rest of the study results may also be presented first.
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Table 52. Factor Means of Significantly Different Strategy Dimensions for High and Low

Performers by AFFILIAT
Performance Factor Means
Variables
Performance Push Service Cost Pull Cross-
Quality Control Training
Leadership

AFFILIAT: A
NEWYPR92 High 0.4158

Low (0.5610)

NEWYPR93 High  0.3690
Low (0.5317)

NEWYPR High 0.5293
Low  (0.5495)

NEWMSI92 High 0.7720  0.5933
Low  (0.3855) (0.1540)

NEWMSI High 0.5616 0.5624
Low (0.3896) (0.1469)

FFILIAT: B
NEWYPR92 High (0.4153) (1.0455) (0.4666)
Low 0.2810 0.1850 0.2610
NEWYPR93 High (0.5220) (0.8902) (0.4489)
Low 0.2019 0.1599 0.1351
NEWYPR High (0.5141) (0.9337) (0.3995)
Low 0.2682 0.1822 0.2723
AFFILIAT: C
NEWROS High (0.0144)
Low 0.5247

A:Independently owned, self-managed  B:Independently owned, managed by the franchisor
C:Chain owned (i.e., part of muiti-unit company), managed by the chain
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To study the research question whether the strateqy-
performance relationship varies with the Size of a hotel,
MANOVAs were performed for the four different NEWRMS
categories. As Table 53 indicates, only the Over-250 rooms
category showed any significant differences in the strategy
dimensions between high and low performers in NEWYPR93 and
NEWYPR. None of the other results were significant.
Univariate ANOVAs indicated that the Technological
Leadership dimension was the one on which the high and low
performers differed. These results are reported in the
middle section of Table 53. The bottom third of Table 53
shows the factor means, which indicate that the high
performers in NEWYPR93 and NEWYPR rely more on Technological

Leadership than do the low performers.
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Table 53. Comparison of Strategy Dimensions between High and Low Performers by
NEWRMS93 (Size)

MANOVA

Performance 1 2 3 F NUM DEN PR>F
Variables DF DF
SIZE=>250 rooms

NEWYPR93 0.5580 0.4420 0.7921 2.8290 7 25 0257
NEWYPR 0.5623 0.4377 0.7785 2.8916 7 26 .0225°
ANOVA

Technological Leadership

NEWYPR93 F 10.59
PR >F 0027

NEWYPR F 7.48
PR > F o101°

FACTOR MEANS

Factor Means
Performance Technological Leadership
NEWYPR93 High 0.0736
Low (0.9432)
NEWYPR High 0.1208
Low (0.7647)

1:Wilk’s Lambda;2:Pillai’s Trace;3:Hotelling-Lawley Trace & Roy’s Greatest Root
Only significant resuits reported.

"p<.05

= p < .005
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gtrateqy-Performance Relationship Related to Other Variables

The results reported thus far covered the development
of the strategy scale, its reliability, the overall
strategy-performance relationship, and the variations in
this relationship across different categories of the four
control variables: Location, Segment, Affiliation, and Size.
As discussed earlier, three additional questions were raised
when the research proposal was discussed. These questions
related to (1) the performance measures that hotel
managements use in judging how well they are doing, (2) the
age of the property, and (3) the rating of a hotel’s
location vis-a-vis its competition. These issues have
already been discussed earlier on. In each case, the
question is the same, and that is, does the strategy-
performance relationship vary by the concerned variable.

The results of the investigation in respect of these three

additional variables are presented next.

PERFMESR

The first variable considered was PERFMESR, i.e., the
measure that hotel managements considered to be the most
important to assess performance. The results of the MANOVAs
conducted in this regard are presented in Table 54. As this
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table indicates, among the hotels which considered Gross
Operating Profit (GOP) / Income Before Fixed Charges (IBFC)
as the most important performance measure, significant
differences were found in the strategy dimensions between
the high and low performances on NEWYPR92, NEWYPR93, NEWYPR,
NEWMSI92, NEWMSI93, and NEWMSI. Among the hotels which
considered Return on Sales (ROS) as the most important
performance measure, significant strategy differences were
found between the high and low performances on NEWYPR92,
NEWYPR, NEWROS92, NEWR0S93, and NEWROS. The differences on
NEWYPR93 were also close to being significant (PR > F =

.0599).
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Table 54. MANOVA Results Comparing the Strategy Dimension Vectors between High
and Low Performers by PERFMESR

Performance 1 2 3 F NUM DEN PR > F
Variables DF
SR: A

NEWYPR92 0.8230 0.1770 0.2151 3.8095 124 0009
NEWYPR93 0.8123 0.1877 0.2310 4.0590 123 0005
NEWYPR 0.7794 0.2206 0.2830 4.9732 123 00017
NEWMSI92 0.8926 0.1074 0.1203 2.8880 168 0071
NEWMSI93 0.9222 0.0778 0.0844 2.0980 174 .0461°
NEWMSI 0.8880 0.1120 0.1262 3.0456 169 .0048

FMESR: B
NEWYPR92 0.2480 0.7520 3.0327 4.3324 10 .0186°
NEWYPR 0.2109 0.7891 3.7426 4.8119 9 .0164"
NEWRO0S92 0.4375 0.5625 1.2855 2.7546 15 .0472°
NEWRO0S93 0.4375 0.5625 1.2855 2.7546 15 .0472°
NEWROS 0.4375 0.5625 1.2855 2.7546 15 .0472"

1:Wilk's Lambda 2:Pillai’s Trace 3:Hotelling-Lawley Trace & Roy’s Greatest Root

A:Gross Operating Profit/Income Before Fixed Charges

B:Return on Sales

Only significant results reported.

"p<.05
“p<.0l

= p < .005
= p < .001
= p < .0005
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The corresponding univariate ANOVA results are
presented in Table 55. As this table indicates, significant
differences were found in the strategy vectors between the
high and low performers in several variables. Among the
hotels which rated GOP/IBFC as the most important
performance measure, these differences were found in the
Push strategy, when the performance variables NEWYPR92,
NEWYPR93, NEWYPR, and NEWMSI92 were considered. Significant
differences in the Cross-Training dimension were found when
the performance variables used were NEWMSI®3 and NEWMSI.
Among the hotels which considered ROS as the most important
performance measure, significant differences in the Push
strategy were found between the high and low performances in
NEWYPR92, NEWYPR, NEWR0OS92, NEWROS93, and NEWROS.
Significant differences were also found in the Technological
Leadership, and Cross-Training dimensions, when the
performance variables NEWR0OS92, NEWR0S93, and NEWROS were

used to classify the high and low performers.
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Table 55. ANOVA Results Comparing Individual Strategy Dimensions
between High and Low Performers by PERFMESR
Performance Push Cross~Training Technological Cost
Variables Leadership Control
PERFMESR: A
NEWYPR92 F 13.49
PR >F .0003"
NEWYPR93 F 15.02
PR>F .0002%
NEWYPR F 16.96
PR > F .0001%
NEWMSI92 F 4.04
PR > F .0460
NEWMSI93 F 4.55
PR > F .0343°
NEWMSI F 5.78
PR > F .0172°
PERFMESR: B
NEWYPR92 F 6.90
PR > F .0183°
NEWYPR F 6.34
PR > F .0237°
NEWROS92 F 7.42 7.17 7.25
PR > F .0127° .0141" .0136"
NEWROS93 F 7.42 7.17 7.25
PR > F .01277 .0141° .0136"
NEWROS F 7.42 7.17 7.25
PR > F .0127° .0141° .0136"

A:Gross Operating Profit / Income Before Fixed Charges
B:Return on Sales

Only significant results reported

p < .05
“ p < .0005
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Table 56 shows the factor means in respect of these
significant differences. As this table shows, among the
hotels which consider GOP/IBFC as the most important
performance measure, the high performers on NEWYPR92,
NEWYPR93, NEWYPR, and NEWMSI92 rely more on the Push
strategy. With NEWMSI93, and NEWMSI as the performance
variables used to classify high and low performers, it is
found that low performers rely more on Cross-Training as
compared to high performers. Among the hotels which
consider ROS as being the most important performance
measure, once again, high performers in NEWYPR92, NEWYPR,
NEWROS92, NEWROS93 and NEWROS rely more on the Push
strategy. 1In addition, high performers in NEWR0SS92,
NEWROS93, and NEWROS in this group rely more on
Technological Leadership and Cost Control, than the low

performers.
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Table 56. Factor Means of Significantly Different Strategy
Dimensions for High and Low Performers by PERFMESR

Performance Factor Means
Variables
Performance Push Cross - Technological Cost
Training Leadership Control
SR:
NEWYPR92 High 0.4042
Low (0.2255)
NEWYPR93 High 0.3766
Low (0.2736)
NEWYPR High 0.4204
Low (0.2691)
NEWMSI92 High 0.3698
Low (0.0381)
NEWMSI93 High (0.2483)
Low 0.1124
NEWMSI High (0.3245)
Low 0.0853
PERFMESR: B
NEWYPR92 High 0.9929
Low (0.2493)
NEWYPR High 0.9929
Low (0.2473)
NEWROS92 High 0.7916 1.1350 0.9664
Low (0.3602) 0.0000 (0.0416)
NEWROS93 High 0.7916 1.1350 0.9664
Low (0.3602) 0.0000 (0.0416)
NEWROS High 0.7916 1.1350 0.9664
Low (0.3602) 0.0000 (0.0416)

A:Gross Operating
B:Return on Sales

Profit / Income Before Fixed Charges
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The second variable considered in this part of the
analysis was the age of the property, labelled here NEWAGE.
As the MANOVA results in Table 57 show, every age groupg had
some significant strategy differences between the high and
low performers. Univariate ANOVAs were performed for all
significant findings in Table 57, and these results are
presented in Table 58. Among the 7-year old or newer
hotels, significant differences in both the Push and Pull
strategies were found between high and low performers in
NEWYPR92, NEWYPR93, and NEWYPR. In addition, high and low
performers in NEWMSI were also found to differ in the Push
strategy. From these results and Table 59, where the factor
means are reported, it is evident that high performers in
this group rely more on the Push strategy, and the low
performers rely more on the Pull strategy. These results

are consistent with the others reported thus far.

Among the 8-20 years old hotels, the high performers in
NEWYPR92, NEWYPR93, and NEWYPR rely more on the Push
strategy than the low performers. The low performers in
this group rely more on Cross-Training than the high
performers, once again, consistent with results reported
previously. Among the 21-30 years old hotels, the high
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performers in NEWR0S92, NEWROS93, and NEWROS rely more on
Cross-Training than the low performers. Additionally, in
this group, the high performers in NEWROS93 also rely more

on the Push strategy than the low performers.

Though the MANOVA results showed an overall strategy
difference between the high and low performers in NEWYPR93,
NEWMSI92, NEWMSI93, and NEWMSI among the more than 30-year
old hotels, no individual strategy dimensions turned out to

be significant from the ANOVAs.
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Table 57. MANOVA Results Comparing the Strategy Dimension Vectors between High
and Low Performers by NEWAGE

Performance 1 2 3 F NUM DEN PR>F
Variables DF DF

NEWAGE: A

NEWYPR92 0.6935 0.3065 0.4420 3.6626 7 58 .0024™
NEWYPR93 0.6633 0.3367 0.5076 4.3508 7 60 .0006™"
NEWYPR 0.6982 0.3018 0.4322 3.5193 7 57 .0033~
NEWMSI 0.8407 0.1593 0.1895 2.1661 7 80 .0460"
NEWAGE: B

NEWYPR92 0.7526  0.2474 0.3286 3.1925 7 68 .0056™
NEWYPR93 0.7857 0.2143 0.2728 2.5721 7 66 .0209°
NEWYPR 0.7237 0.2763 0.3819  3.6004 7 66 .0024™
NEWAGE: C

NEWRO0S92 0.8065 0.1935 0.2399 2.5015 7 73 .0232°
NEWRO0S93 0.8324 0.1676 0.2014  2.2439 7 78 .0392°
NEWROS 0.8273  0.1727 0.2087  2.2065 7 74 .0431°
NEWAGE: D

NEWYPR93 0.3719 0.6281 1.6886  3.6184 7 15 .0174”
NEWMSI92 0.5547 0.4453 0.8028  2.7524 7 24 .0301°
NEWMSI93 0.5214 0.478 0.9179  3.0160 1 23 .0211°
NEWMSI 0.5558  0.4442 0.7992  2.6260 7 23 .0378°

1:Wilk’s Lambda 2:Pillai’s Trace 3:Hotelling-Lawley Trace & Roy’s Greatest Root

A:<= 7 years B:8-20 years C:21-30 years D:>30 years

Only significant results reported.
“p<.0l

"p<.05 ™p<.005
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Table 58. ANOVA Results Comparing Individual Strategy

Dimensions between High and Low Performers

by NEWAGE
Performance Push Pull Cross -
Variables Training
NEWAGE: A
NEWYPR92 F 10.37 6.44

PR .0020= .0136"
NEWYPR93 F 13.93 5.38

PR .0004™ .0235"
NEWYPR F 11.63 4.58

PR .0011* .0362°
NEWMSI F 6.37

PR .0135°
NEWAGE: B
NEWYPR92 F 5.05 §.23

PR .0276" .0251°
NEWYPR93 F 4.77 5.28

PR .0323° .0245°
NEWYPR F 6.27 5.42

PR .0146° .0227°
NEWAGE: C
NEWROS92 F 7.14

PR .00917
NEWROS93 F 4.35 8.31

PR .0401° .0050"
NEWROS F 7.86

PR .0063"
A:<= 7 years Only significant results reported.
B:8-20 years "p< .05
C:21-30 years " p< .0l

= p < .005
= p < .0005
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Table 59. Factor Means of Significantly Different Strategy
Dimensions for High and Low Performers by NEWAGE

Performance Factor Means
Variables
Performance Push Pull Cross-Training
NEWAGE: A
NEWYPRO2 High 0.2538 (0.5031)
Low (0.4548) 0.1834
NEWYPR93 High 0.3148 (0.4683)
Low (0.4969) 0.1448
NEWYPR High 0.2886 (0.4433)
Low (0.4771) 0.1487
NEWMSI High 0.4588
Low (0.2742)
NEWAGE: B
NEWYPR92 High 0.5451 (0.4863)
Low (0.0044) 0.0771
NEWYPR93 High 0.5010 (0.4168)
Low (0.0300) 0.1438
NEWYPR High 0.5700 (0.4702)
Low (0.0343) 0.1081
NEWAGE: C
NEWROSS2 High 0.4218
Low (0.2214)
NEWROS93 High 0.2593 0.5382
Low (0.2546) (0.1830)
NEWROS High 0.4928
Low (0.1828)

A:<= 7 years
B:8-20 years
C:21-30 years
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RATELOC

The third variable considered here was RATELOC, the
variable which measured whether a respondent hotel’s
location was superior or inferior compared to its
competition. This variable was measured on a 6-point scale
(Q.2 of Part I, Appendix II). To transform the data to suit
this analysis, the responses to this question were recoded.
Response categories 1 and 2 were coded as 1, and response
categories 5 and 6 were coded as 2. Thus, the new variable
created LOCRATE took the value 1 to signify a most superior
location, and a value of 2 to signify a most inferior
location. As reported previously, the number of respondents
rating their location as inferior were quite low. MANOVAs
were performed on each of the categories of this new

variable LOCRATE.

As Table 60 shows, significant differences in the
strategy vector between high and low performers were found
only in the set of hotels rated superior in location. These
differences were found on the performance variables
NEWYPR92, NEWYPR93, NEWYPR, NEWMSI92, NEWROS92, NEWROS93,
and NEWROS. As the ANOVA results in Table 61 indicate, all
these significant differences seem to be due to the
differences in the Push strategy. The facfor means in Table
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62 show that the high performers on each of the performance
variables listed above rely more on the Push strategy than
the low performers. No significant differences were found in

the set of hotels rated inferior in location.

RESULTS AND ANALYSIS 352

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Table 60. MANOVA Results Comparing the Strategy Dimension Vectors between High

and Low Performers by LOCRATE

Performance 1 2 3 F NUM DEN PR>F

Variables DF

LOCRATE = 1

NEWYPR92 0.7700 0.2300 0.2986 5.1192 120 .0001"
NEWYPR93 0.7845 0.2155 0.2747 4.5906 117 .0001"
NEWYPR 0.7495 0.2505 0.3342  5.4900 115 00017
NEWMSI92 0.9125 0.0875 0.0959  2.1225 155 .0443"
NEWRO0S92 0.8962 0.1038 0.1158 2.3319 l4bl .0278°

NEWRO0S93 0.8965 0.1035 0.1155 2.3263 141 .0282"

NEWROS 0.8918 0.1082 1.1214 2,3752 137 .0254°

LOCRATE = 1: Respondent hotel’s location most superior compared to competition

1:Wilk’s Lambda
2:Pillai’s Trace
3:Hotelling-Lawley Trace & Roy’s Greatest Root

Only significant results reported

"p < 0.05

" p < 0.0005
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Table 61. ANOVA Results Comparing Individual Strategy Dimensions
Between High and Low Performers by LOCRATE

Performance Variables Push
LOCRATE =1
NEWYPR92 F 21.85
PR>F 0001
NEWYPR93 F 17.53
PR >F 0001~
NEWYPR F 22.46
PR>F 0001
NEWMSI92 F 6.24
PR>F .0135°
NEWRO0S92 F 5.60
PR >F .0193°
NEWROS93 F 9.09
PR>F .0030™
NEWROS F 8.03
PR>F .0053"

LOCRATE = 1: Respondent hotels’ location most superior compared to
competition

Only Significant results reported
"*p< .05

“p< .01

=p< .005

= p < .0005
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Table 62. Factor Means of Significantly Different
Strategy Dimensions for High and Low
Performers by LOCRATE

Performance Factor Means
Variables
Performance Push

LOCRATE =1
NEWYPR92 High 0.4047

Low (0.2652)
NEWYPR93 High 0.3667

Low (0.2862)
NEWYPR High 0.4044

Low (0.2816)
NEWMSIOS2 High 0.3972

Low (0.1069)
NEWROS92 High 0.1016

: Low (0.1724)

NEWROS93 High 0.1388

Low (0.1947)
NEWROS High 0.0847

Low (0.1854)
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Though not central to the study objectives and,
consequently, not planned for a priori, similar comparisons
were also made on the strategy differences by the price
segments of the sample hotels (upscale, midprice, and
economy), as well as by the two sponsoring Companies. The
statistical data is not being tabulated here. But, these
results were also consistent with the ones reported in
detail so far. For example, among the midprice hotels, high
performers in NEWYPR92, NEWYPR93, and NEWYPR, relied more on
the Push strategy than did the low performers. The low
performers in NEWROS92, NEWROS93, and NEWROS, among the
economy hotels, relied more on the Pull strategy and Service
Quality Leadership. From the Company-wise analysis, it is
seen that Company B’s high performing hotels in NEWYPR92,
NEWYPR93, and NEWYPR relied more on the Push strategy. No
other significant results were obtained in respect of other

possibilities.

Strategic Time Lag

As discussed in the previous Chapter, the issue of
strategic time lag was addressed in this study by measuring
strategy for 1991-1992 and performance for the years 1992
and 1993. It is hypothesized that if strategic time lag
were to be confirmed by this data, the 1993 performance
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should vary from that of 1992. Further, for strategies
which lead to higher performance, this variation should be
positive, i.e., 1993 performance should be higher than in
1992. Conversely, for strategies which lead to lower

performance, the variation should be negative.

It is, thus, obvious that the first thing that needed
to be checked in this'analysis was whether or not the 1993
performance is different from that in 1992. If there is no
difference, then no further analysis on this subject of
strategic time lag would be possible. Once again, as the
tariffs, rates realized, and revenues differ between
upscale, midprice and economy hotels, this verification had
to be done for each of these segments separately. PROC
UNIVARIATE procedure in SAS provides a T-test comparing two
means, testing for the null hypothesis that u,~u,=0. This
procedure was used to compare the pairs of performance means
(YPR92 vs. YPR93, etc.). Of the nine tests (Yield Per Room,
Market Share Index, and Return On Sales by upscale,
midprice, and economy hotels), seven tests rejected the null
hypothesis. The two exceptions were both in Return On Sales
(ROSDIFF) for upscale and economy hotels. This meant that
in the remaining seven cases, the 1993 performance was

different from the corresponding 1992 achievement. A simple
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examination of the means showed that in all the cases, the

1993 performance was higher than that in 1992.

The above results made it possible to test whether
there were any significant differences in the strategy
dimension vectors between high and low performers. However,
in this analysis, the interpretation of high and low
performance is slightly different from what has been used so
far. Of interest here is the increase in performance
between 1992 and 1993, so that one may relate such increases
to strgtegies adopted. Therefore, the quantile statistics
used in this case were for the performance differences
(YPRDIFF, MSIDIFF, and ROSDIFF) between 1992 and 1993.

Using the upper (75%) and lower (25%) guartile statistics
for each price segment, the sample was divided into high
(increase in) performance and low (increase in) performance
sets, discarding the middle set, as is usually done in this
type of analysis. Once the sample was divided into high and
low performers there was no more any need to distinguish the
price segments as all the comparisons are now relative.
Thus, in the MANOVAs conducted next, the individual price
segments are disregarded i.e., the tests were conducted
between all high performers and all low performers. As

would be obvious, the test on ROSDIFF was done only for the
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midprice segment, as the differences in the other two

segments were not significant.

As the MANOVA results in Table 63 show, there were
significant differences in the strategy vectors of hotels
which achieved higher and lower increases in performance on
NEWYPRDF. For the midprice hotels only, there were also
significant strategy differences between high and low
performers on NEWROSDF. From the ANOVA results in Table 64,
it is seen that in the case of NEWYPRDF, the significant
differences are in the Push strategy and Cross-Training.

For NEWROSDF, the significant difference is only in the Push
strategy. Table 65 shows the corresponding factor means.
From this table, it appears that hotels which stressed more
on the Push strategy have achieved higher increases in YPR
and ROS than hotels which did not. Also, hotels which
stressed more on Cross-Training achieved lower increases in
YPR, as compared to those which relied less on this strategy

dimension.
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Table 63. MANOVA Results Comparing the Strategy Dimension Vectors
between High and Low (increases in) Performance

Performance 1 2 3 F NUM DEN PR > F
Variables DF DF

NEWYPRDF 0.9041 0.0959 0.1060 3.5893 7 237 .0011"7
NEWROSDF! 0.9035 0.0965 0.1067 2.6840 7 176 .0115"

" only for the midprice hotels
Only Significant results reported
*p< .05

“p < .00S

————— e

Table 64. ANOVA Results Comparing the Strategy Dimension Vectors
between High and Low (increases in) Performance

Performance
Variables Push Cross~-Training
NEWYPRDF F 7.38 4.08

PR > F .0071% .0444"
NEWROSDF' F 12.27

PR > F .0006™

' only for the midprice hotels
Only Significant results reported
“p< .05

“p < .01

~ p < .001

Table 65. Factor Means of Significantly Different Strategy
Dimensions for High and Low (increases in) Performance

Factor Means

Performance
Variables
Performance Push Cross-Training
NEWYPRDF High 0.1763 (0.1705)
Low (0.1621) 0.0828
NEWROSDF! High 0.4694
Low (0.0952)

"'Only for the midprice hotels
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summary

This Chapter presented the results from the pilot
testing of the strategy scale and then described the final
survey instrument and how it was developed. Detailed
diagnostic checks were performed on the final data before
any further processing was done. These diagnostic checks
have been reported, followed by a description of the
reliability testing of the strategy scale. The 7-factor
solution obtained to delineate the strategy dimensions
underlying the 105-item strategy scale developed in this
study was described. The seven strategy dimensions were
labelled Service Quality Leadership, Technological
Leadership, Push, Cost Control, Pull, Group Channels, and
Cross-Training. The differences in these strategy
dimensions between high and low performers in YPR, MSI, and
ROS were discussed. This was followed by a presentation of
the differences in the strategy~performance relationships
across various levels of four control variables, Location,
Segment, Affiliation, and Size. A similar analysis relating
the strategy-performance relationship to (a) the performance
measure most preferred by hotels managements, (b) the age of
the properties, aﬁd (c) the rating of the location of the
respondent hotels vis-a-vis their competition, was
presented. Last, the results of the investigation of the
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strategic time lag issue were reported. The next Chapter
discusses the interpretation of all these results and a

synthesis thereof.
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Chapter 5

DISCUSSION AND CONCLUSION
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Introduction

In the previous chapter, the results of all the
analysis conducted in this study have been reported. With
the exception of one or two instances, most of this
reporting was done without any comments on the results. 1In
this last and concluding chapter, all those results are
pulled together, interpreted and commenﬁed upon.
Specifically, the results are discussed with reference to
the two major propositions of this research study and the
associated research questions that were raised in the
earlier chapters. Acknowledging the limitations of this
study is an integral part of this discussion. The
discussion of the results is followed by a concluding
section which sums up what has been achieved in this study,
and how it relates to the ongoing knowledge accrual process.
This logically leads into recommendations for future

research in this area.
Research Propositions Revisitead

To keep the focus of the discussion within the

boundaries of the principal objectives of this research
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study, it is only appropriate to recap the two main research

propositions involved, which are as follows:

1. Through a combination of strategic characteristics
rooted in business strategy theory and service
management theory, it is possible to identify a
set of strategic dimensions underlying lodging
strategy.

2. Performance differences among lodging units can be
related to varying strategic dimensions emphasized

by such units.

The results of this research study support and confirm
both these research propositions. 1In the following
sections, each of these research propositions and the

corresponding results from this study are synthesized.

Proposition 1

‘The principél arguments for this study were that, (1)
strategic characteristics used to measure strategy must be
industry-specific, (2) previous research in hospitality
strategy has not attempted to do this, and (3) the
ambivalent results in relating hospitality strategy and
performance in past research may be attributable to not
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measuring the strategy construct based on the first tenet
above. The basis for putting forward these premises has
been discussed in detail in the earlier chapters, and is not
being repeated here. However, it is apt to recall here
Venkatraman’s (1989a) writing on this subject, viz., the
search for a universal conceptualization of strategy is
futile and, more importantly, construct measurement is at
least as important as examination of substantive

relationships.

Accordingly, this study focused a great deal of
attention on the development of an industry-specific
strategy scale, the details of which were discussed in
Chapter 3. 1In the process, unlike in many past business
strategy studies (Cool & Schendel, 1987, 1988; Dess & Davis,
1984; Feigenbaum & Thomas, 1990; Mascarenhas & Aaker, 1989)
where only a limited set of the strategic dimensions found
in the business strategy literature (Porter, 1980) were
taken into account, this study considered all the strategic
dimensions postulated by Porter. It is only after a careful
evaluation of the appropriateness of each of Porter’s 13
strategic dimensions that three of them were dropped, viz.,
vertical integration, relationship with parent company, and
relationship to home and host governments. Even this
elimination was only due to the inappropriateness of these
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three dimensions to the context of this research study and
the unit of analysis adopted. Further, this study expanded
the scope of the measurement of hospitality strategy by
including strategic dimensions from the service management
literature (Grénroos, 1990; Parsuraman et al., 1988;
Zeithaml et al., 1990), not captured by Porter’s (1980)

work.

The result of this scale development work was a 122-
item strategy scale tailored to measure lodging strategy
which, after a scale purification process, reduced to a 105-
item scale comprising of 12 a priori dimensions. Eight of
these dimensions came from the business strategy literature,
and the remaining four from the service management
literature. That this strategy scale is appropriate for use
in further study was confirmed by the high reliability
estimates obtained for each dimension, as well as for the
total scale. The Cronbach a for the total scale, using the
linear composite calculations necessary for a multi-

dimensional scale (Nunnally, 1978), was as high as 0.97.

The 105-item strategy scale, when subjected to a
principal factor analysis, yielded an interpretable 7-factor
solution, which accounted for nearly 71% of the common
variance in the strategy scale. The seven factors extracted
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were: Service Quality Leadership, Technological Leadership,
Push, Cost Control, Pull, Group Channels and Cross-Training.
The Service Quality Leadership factor captured all the four
a priori strategy dimensions identified from the service
management literature. The Technological Leadership factor,
though it bears the same label given by Porter (1980) for
its simplicity, is loaded with industry-specific strategic
characteristics. The Push and Pull factors represent the
breakup of the dichotomous strategies combined by Porter
into one strategic dimension. It is only appropriate that
this result turned out to be what it is. Even in these two
factors, the strategic characteristics are mostly industry-
specific. The Cost Control factor is one which mostly
retained Porter’s original conceptualizations under a
dimension of the same label. The Group Channels factor is a
subset of Porter’s original Channel Selection dimension.
This seems to be the weakest factor coming out of this
study, and will be revisited for discussion later in this
chapter. Last, the Cross-Training factor is a subset of the
a priori dimensions isolated from the service management
literature. It appears that the strategic characteristics
loaded here seem to have enough in common to stay together
around the central theme of Cross-Training, but also enough

variation from the rest of the service-oriented strategic
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characteristics to be separated from them. The latter are

all in the first factor, Service Quality Leadership.

In view of the facts that these seven factors extracted
in this study, (1) capture the breadth of the business
strategy and service management theoretical foundations, and
(2) provide interpretable industry-specific factor
solutions, they are posited as being lodging strategy
dimensions, which have been the quest of this study. Based
on these results, it is concluded that Proposition 1 is
confirmed by this study. 1In the process, Child’s(1972)
postulation about strategic choice, subsequently supported
by a number of researchers, is confirmed in the lodging
industry context, with performance implications as discussed

in the next section.

Proposition 2

As Venkatraman and Ramanujam (1986) put it, the
ultimate objective of strategic management is performance
improvement. If there is no interest in the latter, there
would be no reason to study the different underlying
dimensions of the strategy construct. Proposition 2

captures this ethos.
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This study yielded the following results in this

regard:

1. With performance measures YPR and MSI, significant
differences were found in the strategy dimension
vectors between high and low performers on both these
measures. These significant differences were found in

each of the years, 1992 and 1993.

2. With the performance measure ROS, however, similar
results were not obtained. Nevertheless, it must be
noted that for 1992, the null hypothesis of equality of
the strategy vectors between the high and low
performers on ROS narrowly failed to be rejected (PR >

F = 0.0655).

3. The differences in the strategies followed by the high
and low performers, referred to in item 1 above, were
found to be mostly in the Push, Pull and Service

Quality Leadership dimensions.

4. High performers on YPR seem to rely more on the Push
strategy and less on the Pull strategy. In contrast,
the low performers seem to follow the Pull strategy
more and the Push strategy less.
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5. With MSI as the performance measure, once again, it was
found that the high performers follow the Push strategy

more than the low performers.

6. Last, high performers on MSI seem to follow the Service
Quality Leadership strategy more than the low
performers. However, this result was confirmed only
for the average MSI of 1992 and 1993, but not each year
separately. Nevertheless, it must be noted that the
results for 1992 came very close to be accepted as

significant (PR > F = .06).

The overall conclusions that can be drawn from the
above are that, in general, strategies followed by high
performers are different from the strategies followed by the
low performers, as supported by the evidence for the
performance measures YPR and MSI. Further, high performers
follow the Push strategy and the Service Quality Leadership
strategy more, whereas the low performers rely less on these
strategies and, instead, follow the Pull strategy more.
There are, however, some gquestions that arise from these
summary findings. These questions and possible explanations

are discussed next.
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The first question that comes to mind is, why were no
strategy differences found between the high and low
performers on the performance measure ROS, as they were on
YPR and MSI? 1In general, in this sét of findings as well as
in other results to be discussed subsequently in this
chapter, ROS does not seem to be a good performance measure
to work with. While significant results were obtained most
of the time with YPR and MSI, the same was not the case with

ROS. Two possible explanations for this are offered.

First, YPR and MSI have something in common as
performance measures. Both rely on increased occupied
roomnights. 1In contrast, ROS is more an efficiency measure.
For example, even with increased occupancy which will result
in increased YPR and MSI, there may be no increase in ROS,
if the cost of sales goes up by the same proportion as the
sales revenue itself. Though Cost Control is indeed one of
the strategic dimensions identified, overall, it appears
that the strategy differences are better discriminators of
performance measured in terms of increased business (YPR and
MSI) as compared to performance measured in terms of

increased cost efficiency.

Secdnd, the ownership/management structure seems to
have a bearing on these results. It will be recalled that
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as many as 87% of the sample hotels were independently
owned. Around 43% were also self-managed, nearly 28% were
managed by a management company, and the rest were managed
by the franchisors. It will also be recalled that
independent hotels preferred percentage of occupancy as a
performance measure in greater proportion than did the
overall sample. Thus, the éistribution of this sample may
have had influence on the results under discussion.

Further, and more importantly, it is well known that
independent owners (of any business) mix their business and
personal finances a great deal and keep the books of
accounts to suit more their personal financial planning than
that of the business in question. As such, it would not be
far fetched to conjecture that the ROS measure, which is
based on the IBFC figures reported, may be more tainted than
the purer measures of YPR and MSI. If this study were
replicated on a sample consisting of a larger proportion of
chain owned properties, there is every reason to believe
that similar results would be obtained on ROS as well, as

they were here on YPR and MSI.

The second important question that comes to mind from
the summary findings is, why was no difference found in the
Service Quality Leadership dimension between high and low
performers on YPR, as it was found on MSI? The answer seems
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to, once again, relate to the nature of these performance
measures. YPR is a more "immediate" result, whereas MSI is
a more long-term result. Thus, while the Push strategy is
able to show the results in the short-term itself,
explaining the differences between high and low performers
on YPR, the Service Quality Leadership strategy takes time
to implement as well as to take effect. Hence, it is only
appropriate that differences in MSI are related to

differences on this strategy dimension.

From the results obtained in this part of the study,
there seems to be enough evidence to confirm Proposition 2,
viz., performance differences among lodging units can be, as
they were, related to differential emphasis on certain
strategic dimensions by the high and low performers. It is
gratifying to note from the results that both general
business strategies (Push and Pull) and service-oriented
strategies (Service Quality Leadership) are related to these
performance differences. The latter supports the
postulations of service management theorists, such as
Parasuraman et al. (1988), Grénroos (1990), and Zeithaml et

al. (1990).

Having discussed the support for Propositions 1 and 2
from the results of this study, the next section should be
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about the variations in the strategy-performance
relationship by the control variables, Location, Segment,
Affiliation, and Size. However, a brief departure to
address the issues of reliability and construct validity of
the strategy measurement scale seems to be appropriate at
this juncture before exiting this section. Therefore, these
issues are discussed next before turning to the control

variables.

Reliability

That a highly reliable strategy measurement instrument
in the lodging industry context has been developed through
this study has already been affirmed. The overall Cronbach
a for the scale was a very respectable 0.97. In fact, it
seems almost too high. But then, it should be remembered
that Cronbach o increases with sample size which was also
large in this study, when compared to most other hospitality
strategy research. The high Cronbach a value confirms that
even with an adjustment for sample size, the reliability of

this scale would be very acceptable.
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Construct Validity

As discussed in Chapter 3, the content validity of the
strategy scale is ensured through the rigorous process by
which it has been developed. Further, the successful
delineation of an interpretable 7-factor solution is a
further confirmation of the content or trait validity of the
scale. It has already been reported that scale items a
priori developed from different theoretical underpinnings
have loaded on appropriate factors under the 7-factor
solution. For example, items 1, 2, and 17 (Table 36) from
Porter’s (1980) Product/Service Quality dimension have
loaded on the Service Quality Leadership factor. Similarly,
items 38, 39, 40, 43, 45, and 46, all of which have a
central theme of adopting/using technology, but were
originally developed under the Service Specification
dimension loaded on to the Technological Leadership factor,
which is once again quite appropriate. These and other
similar results discussed in the previous chapter confirm

the content validity of the strategy scale.

The use of a panel of hotel managers, and,
subsequently, two academic experts in the process of
developing this strategy scale is a method which researchers
have posited is sufficient basis for establishing construct
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validity. 1In addition, some of the analytical results from
the use of this strategy scale also confirm its construct
validity. For example, in the process of testing for
differences between Company A and Company B, the strategy
scale was responded to by two samples of 247 and 332
respondents respectively. As already reported, the
responses differed only on 3 items of the original 122-item
scale. This exercise, though conducted for a different
purpose, represents a replication as the two samples came
from different sources. As one of the accepted methods of
confirming construct validity is replication, the analysis

reported is assumed to have served that purpose.

Thus, the strategy scale developed in this study is
deemed to have met the standards expected for an exploratory

research of this type to assume its construct validity.

The Role of Control Variables

Each of the four control variables was studied by
control through elimination, as discussed in Chapter 4. 1In
the MANOVAs of each case, differences in the strategy
dimension vectors were found between high and low
performers. These results, the details of which have been
reported earlier, are now discussed.
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Location

The most prominent result here seems to be that with
YPR as the performance measure, high performing City-Center
hotels followed the Push strategy more than the low
performers. This was true for Highway hotels as well
(though no significant result was obtained for 1992). 1In
addition, high performing Highway hotels also seem to follow
the Technological Leadership strategy more than the low
performers. The results regarding the Push strategy are in
conformity with the earlier discussion. Intuitively also,
City-Center hotels, in particular, would definitely benefit
from aggressive personal selling and other forms of direct
customer contact to achieve and maintain repeat business.
To a lesser extent, this would be true for Highway hotels as
well as many such hotels have additional facilities such as
conference rooms which cannot be filled with transient
traffic and need to be "pushed." 1In this sense, in the case
of Highway hotels, the need for a Push strategy is probably
dictated more by the product mix. The significant results
obtained for Technological Leadership among Highway hotels
were a little surprising. It is not that Technological
Leadership is unimportant, but it is the fact that these

differences proved to be significant only for Highway hotels
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and not for the other locations, particularly City-Center

and Suburban, which was surprising.
Segment

The notable result in this case was that significant
strategy differences between high and low performers were
found only in the case of Full-service hotels. On both YPR
and MSI as performance measures, high performers seem to
follow the Push strategy more than the low performers. It
must be noted here that the Full-service and Limited-service
hotels together account for more than 90% of the sample.
Therefore, the only other segment where any significant
results could have been obtained was the Limited-service
segment. In fact, the null hypothesis failed to be rejected
in this segment with PR > F=.0899. It is quite possible
that this segment, being largely composed of hotels smaller
in size, does not find it worthwhile to adopt the Push
strategy, and relies more on the Pull strategy (business
generated by the franchisor’s reservation networks,
franchisor’s brand advertising, and so on). In contrast,
the Full-service hotels are generally larger in size and
need greater roomnight genération and, hence, the reliance

on the Push strategy.
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Affiliation

Analysis with this control variable produced some very
interesting results. 1In fact, as alluded to before, some of
these results appeared to be surprising and guestionable at
first glance. But, a more deliberate consideration of the
results does find rational explanations for most of the

results.

There were no surprises as far as independently owned,
self-managed hotels are concerned. On both YPR and MSI, the
high performers relied on the Push strategy more than the
low performers. Additionally, on MSI as the performance
measure, the high performers relied on Service Quality
Leadership more than the low performers. The probable
reason for differences in this later strategy being
discovered only with MSI but not with YPR has already been

discussed earlier.

In sharp contrast to the above, if the independently
owned hotels were managed by the franchisors instead, the
results obtained were radically different. In this case,
the strategy differences were discovered only with YPR as
the performance measure. But, more importantly, the low

' performers here relied on the Pull, Cost Control, and Cross-

DISCUSSION AND CONCLUSION 380

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Training strategies more than the high performers. The
first of these is not surprising, as it is in conformity
with the general results so far. It is the latter two

results which need rational explanations.

First, why would hotels stressing on cost control
perform worse than hotels which do not? It must be noted
that these are franchisor-managed hotels. Most management
contracts provide for a percentage of profits as part of the
management fees. In fact, franchisors and management
companies would rather that their fees be tied to sales than
profits. But the hotel owners generally are against this
and prefer to tie up a larger proportion of the management
fees to the unit profitability rather than sales revenue.
This being the scenario of the industry operations, it is in
the interest of the management companies (in this case the
franchisors) to reduce costs as much as possible so as to
boost profits and, as a consequence, their own fees. It is
here that Gronroos’ (1990) argument, that trying to become
cost-efficient by employing more technology and self-service
concepts and reducing personnel will not work in the service
sector, becomes relevant. According to Grdnroos, trying to
achieve internal efficiency will lead to reduced external
efficiency, and create, what he termed as, a strategic
management trap. The low 'performance of this group of
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hotels resorting to Cost Control more than the high
performers, may be empirical evidence of Gronroos’ theory of

the strategic management trap.

The second question arising from the results of this
part of the analysis is, why would hotels adopting the
Cross-Training strategy perform worse than those who do not?
Franchisors do bring modern management concepts to the
operations. Thus, these hotels managed by the franchisors
may be adopting Cross-Training strategies advocated by the
franchisors. But they may also happen to be poor performers
because of relying on the Pull strategy and Cost Control
strategy, as discussed above. If this is the case, the low
performance is probably attributable to these two
strategies, and not to Cross-Training. That these hotels
also emphasize on Cross-Training may then be incidental. 1In
other words, there may be no causality involved between

Cross-Training and lower performance.

The third group where significant results were obtained
is the set of hotels which are chain owned and managed.
With ROS as the performance measure, low performers here
emphasized the Service Quality Leadership dimension. From
the overall results reported first, as well as intuitively,
this result seems surprising. One of the possible rational
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explanations for this phenomenon is that because of low
performance these hotels are having to rely on Service
Quality Leadership to remedy the situation. But, since this
strategy cannot be implemented overnight as it were, the

performance results are still low at the time of this study.

The last control variable studied was Size, defined by
the number of rooms available for sale. As reported in
Chapter 4, significant differences were found in this case
only for the largest size hotels, viz., the category with
250 or more rooms. With YPR as the performance measure,
high performers here emphasized more on Technological
Leadership than low performers. With the explosive growth
of new technologies finding hospitality applications, this
result is in tune with current industry environment. That
this result was significant for the larger size hotels than

otherwise is also intuitively appropriate.

In the foregoing discussion on the strategy-performance
relationship by control variables, it may appear that
significant results were not obtained in many cases not
discussed above. However, it should be noted that not
finding significant results in all such cases is not
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necessarily unexpected once the sample distribution was
known. As analysis becomes more and more detailed in terms
of level, the effective sample size being used for that part
of the analysis becomes too small. In such cases,
significant results cannot be obtained even if a
relationship may, in fact, be true. For example, with
Segment as a control variable, the three categories of All-
Suite, Resort, and Convention hotels together accounted for
less than 10% of the sample. Therefore, no significant
results could possibly here been obtained, even if the
relationship being studied is in general true for these
categories. It is only when this study is replicated with a
larger sample of such segments that any conclusive evidence

can be obtained one way or another.

To summarize, the results discussed above seem to
confirm that, (1) differences in strateqy dimensions
emphasized exist between high and low performers in
different categories of the control variables studied, viz.,
Location, Segment, Affiliation, and Size, and (2) whereas
the Push strategy is generally the strategic dimension in
which differences are found, there are other dimensions as
well in which differences do exist. Specifically, Service

Quality Leadership and Technological Leadership have emerged
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as the additional strategic dimensions with significant

differences.

The Role of Other Variables

Three additional questions this research addressed
related to the performance measure hotel managements
considered most important, the age of the property, and the
rating of a hotel’s location. The results of this

investigation are discussed next.

PERFMESR

Gross Operating Profit/Income Before Fixed Charges
(GOP/IBFC) is the measure considered most important by a
majority of the respondents (over 60%). Significant
differences in strategy dimensions between high and low
performers were found among those who considered either

GOP/IBFC or ROS as the most important performance measures.

Among the first group, i.e., those for whom GOP/IBFC
was most important, the strategy-performance relationship
was not confirmed on ROS, as was expected a priori.
Instead, the significant differences showed up on the other
two performance measures, viz., YPR and MSI. 1In contrast,
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among those who considered Return on Sales as the most
important performance measure, the strategy-performance
relationship was found to be significant with ROS and YPR as
the performance measures. Specifically, high performers in
this group emphasized the Push, Technological Leadership,
and Cost Control strategies more than the low performers

did.

GOP/IBFC and ROS are really measures of the same thing,
viz., profits. The only difference is that the former is an
absolute measure, whereas the latter is a relative measure.
Respondents seem to prefer the more simplistic absolute
measure. Intuitively, one would tend to believe that if
profit(ability) is the performance measure considered most
important, then managements would strive to maximize their
performance on that measure, and differences in strategies
should be evident between those who succeeded in this
endeavor and those who did not. The results of the analysis
here seem to be mixed at best and no conclusions seem to be

possible based on this.

Age

The most important result here is in conformity with
earlier findings, i.e., high performers emphasized the Push
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strategy more than the low performers. Among the less than
7-year old hotels, confirmation on the opposite was also
evidenced. The more than 30-year old hotels did not turn up

any significant evidence of individual strategy differences.

One interesting finding here is that the low performers
in the 8-20-year old hotels emphasized on Cross-Training
more than high performers; whereas the opposite was true for
the 21-30-year old category. In the absence of any way to
establish causality in this study, it is not possible to say
whether these are contradictory results. All that one can
state is that the probable explanation discussed earlier in

this regard could be the reason behind these results.

RATELOC

This variable measured the rating of the respondent
hotel’s location vis-a-vis its competition. As an
overwhelming majority (nearly 89%) of the respondents rated
their locations as being most superior to their
competitors’, no significant differences could possibly be
discovered in the group which considered their location to
be inferior. This is what turned out to be the case, as

reported previously. As such, the question of whether these
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two groups had varying strategy-performance relationships

could not be studied with this sample.

The last analysis in this research study concerned the
subject of strategic time lag. The results of this analysis

are discussed next.

Strategic Time Lag

The existence of strategic time lag was sought to be
verified by testing for strategic differences between hotels
which experienced a high increase in a performance variable
as compared to hotels which experienced a low increase (or
decrease, as the case may be) in the same performance
variable. It must be noted that it was first confirmed that
all performance variables on which these tests are being
done show differences between 1992 and 1993. If some
strategies are related to high or low increases in
performance, while others are not, one may conclude that
evidence of strategic time lag has been found. Further,
whether such strategies lead to a high or low increase in
performance also throws light on the nature of this

strategic time lag.
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From the results, it appears that the Push strategy has
a strategic time lag effect. Hotels emphasizing this
strategy achieved a high increase in YPR and ROS, as
compared to those who did not. However, these results need
to be interpreted carefully, before drawing any sweeping
conclusions. For instance, it was found in most of the
analysis thus far that Push strategy was associated with
more immediate results, in that the 1992 performance
differences were associated with emphasizing this strategy.
Typically, a lag effect means that the results (effects) are
felt only after some time and not immediately. Thus, the
results of this section and all the previous analysis, when
read together, seem to suggest that emphasizing on Push
strategy has both immediate and continuing effects. This is

not strictly the meaning of a lag effect.

In contrast, very few tests thus far have related
strategy differences with performance differences in ROS,
let alone specifically in 1992. VYet, the results of this
section show that those who emphasized on the Push strategy
showed a higher increase in ROS between 1992 and 1993 as
compared to those who did not. This is a more meaningful
evidence of strategic time lag. In other words, whereas
emphasizing on Push strategy was not associated with a
higher performance on ROS immediately (1992) or may be even
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in 1993, yet such an emphasis seemed to lead to a higher
increase in ROS from 1992 to 1993, indicating a strategic

time lag effect.

The other result obtained in this part of the analysis
was that hotels which stressed on Cross-Training achieved
only low increases in YPR, as compared to those who
emphasized less on this strategy. Once again, the lack of
causality evidence complicates the interpretation of this
result. As discussed before, such results are interpretable
in two different ways, and the implications of the results

are somewhat inconclusive.

Thus far in this chapter, the results reported in
Chapter 4 have been discussed and interpreted. Past
theoretical postulations are related to the discussion as
applicable. 1In the next section, the principal findings are

summarized and normative implications posited.

Conclusions

Over five chapters of this dissertation, the background
literature was reviewed to provide the necessary theoretical
underpinnings to this study, research propositions were
developed, a proposed methodology was described taking care
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to improve upon some of the shortcomings in past research,
the results of the study described, and finally these
results were discussed. It is time to put this all together
and state succinctly the principal findings of this study,

which are as follows:

1. Through this study, a comprehensive, industry-
specific 105-item strategy measurement instrument
was developed, tapping a variety of strategic
dimensions from the business strategy theory and
service management theory, following a comparative
approach to the measurement of the strategy

construct.

2. By factor analyzing this new strategy scale, a 7-
factor solution was identified yielding the
following strategic dimensions: Service Quality
Leadership, Push, Cost Control, Pull, Group

Channels, and Cross-Training.

3. Lodging units classified by different performance
measures into high and low performers were shown
to emphasize different strategic dimensions.

These results have obvious normative implications.
Adopting the Push strategy seems to be effective
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in improving YPR in most situations. In contrast,
striving for Service Quality Leadership seems to
have a long-term influence in improving the MSI.
Technological Leadership is a strategy
particularly relevant for larger hotels from the

evidence obtained in this study.

4. Variations in the strategy-performance
relationship were related to different
categorizations of four control variables:

Location, Segment, Affiliation and Size.

5. From all the empirical evidence obtained in this
study, there seem to be two broad strategic groups
in this sample. While one of these groups
emphasizes the Push strategy, the other follows
the Pull strategy. Performance differences are
evident between these two strategic groups, with
the group emphasizing on the Push strategy

performing better than the other.
6. Last, preliminary evidence of strategic time lag
in the strategy-performance relationship was

found.
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In the process, this study found empirical support in
the context of the lodging industry for the postulations on
strategic choice and the strategy-performance relationship.
Notwithstanding the fact that this study achieved its
primary objectives, there are a number of loose ends that
still can and should be tied up in follow-up research. The
ensuing sections, therefore, will enumerate the limitations
of this research,.the contributions of this résearch, and
the future research directions in the wake of the current

study.
Limitations of this Research Study

As is common with most research, this study too had
several limitations. Thus, the results of this study should
be interpreted and used taking cognizance of these

limitations enumerated below:

1. For reasons of parsimony, of time and money,
associated with almost all doctoral dissertations,
this study was cross-sectional in nature and
failed to establish causality in general. More
specifically, as the results were discussed, this

shortcoming became more apparent particularly when
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trying to interpret the role of the Cross-Training

strategy dimension.

2. As with many research studies, this study too got
locked in the three-horned dilemma of McGrath
(1982) . In the effort to balance precision and
realism, this research sacrificed

generalizability.

3. On a more specific note, of the two financial
performance measures proposed to be used, one
(ROA) had to be discarded because of contaminated
data. While some possible solutions are discussed
in this regard in the last section of this
dissertation, for the present, this study suffered
from this loss of one of the two financial

performance measures.

4. Because of poor reliability, one important
strategic dimension, Price Policy, was dropped in
the scale purification process. Though,
technically, this was an appropriate decision,
still, pricing is an important element of the
strategy mix, and the effects of its loss on the
factor solution remain unknown.
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5. Last, once again for reasons of parsimony of time
and money, several other possible statistical
analyses were not conducted in this study. For
example, regression techniques could be used to
model a relationship between the seven strategy
dimensions identified and the performance
measures. There are many other possibilities of
this nature given the rich data set that is

available from this study.

Contributions of this Research Study

Notwithstanding some of the limitations narrated in the
previous section, this study has achieved several objectives
and makes some very important contributions to the knowledge
accrual process in hospitality strategy research. The major

contributions of this research are as follows:

1. In the first place, by finding positive empirical
support to most of the research questions being
investigated, this study broke the deadlock in
hospitality strategy research, where most recent
studies have ended with inconclusive results as
regards the strategy-performance relationship
(Tse, 1988; Crawford-Welch, 1990).
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2. It is acknowledged in strategy research that the
strategic characteristics used to tap the strategy
construct should be industry-specific (Cool &
Schendel, 1987; Mascarenhas & Aaker, 1989).
Hospitality strategy research till date has mostly
borrowed the strategy measurement instruments from
the manufacturing sector. Thus, the single most
critical contribution of this research is its
pioneering effort in developing a reliable,
industry-specific instrument to measure the
strategy construct. The 105-item scale developed
through this study captures a comprehensive set of
strategyldimensions from the business strategy and
service management literatures. This process
follows the calls of researchers like Venkatraman
(1989a) and Whetten (1989), who exhort strategy
researchers to take the broadest possible view of

the multi-dimensional construct that strategy is.

3. By finding an interpretable, 7-factor solution,
this study succeeded in delineating seven lodging
strategy dimensions underlying the 105-item
strategy scale, thus providing a parsimonious
description of the strategy construct in the
lodging industry context. This should, hopefully,
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end the frustrating experience most hospitality
strategy researchers have had with trying to test
the applicability of Miles and Snow’s (1978) and
Porter’s (1980) strategic typologies to this

industry.

4. Through empirical evidence, the study demonstrated
that on different performance measures, high and
low performers could be identified to be
emphasizing different strategic dimensions.
Notably, the Push, Service Quality Leadership, and
Technological Leadership dimensions emerged to be
the ones associated with higher performance.

These results have very important normative
implications. This empirical demonstration of the
strategy-performance relationship extends the
earlier hospitality strategy research efforts of

Dev (1988) and others.

5. This research has also produced empirical evidence
of important associations between several control
variables, such as Location, Segment, Affiliation,
and Size, and the strategy-performance

relationship.
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6. The study has presented, albeit preliminary and
simplistic, evidence to support the complex notion
of strategic time lag in the lodging industry
context. Though there is still much work to be
done in this area, this study represents an
important step forward from the previous work of

Crawford-Welch (1990).

7. Last, this research has corrected several
conceptual and methodological limitations of past
hospitality strategy research, as in the cases of
conceptualizing the strategy construct as intended
strategy, as recommended by West and Anthony
(1990) ; adopting the unit of analysis as the
individual hotel instead of a firm as Dev (1988)
alone has done so far; and, the improvements in
the measurement of the performance variables,
following the call of Venkatraman and Ramanujam

(1986) .

Building on the contributions made by this pioneering
research study and compensating for some of its limitations,
a future research stream is guite clearly in focus. Some of
the possible, and much needed, investigations to progress
this research agenda are enumerated in the ensuing section.
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Agenda for Future Research

Introspecting on what is possible and what has not been
or could not be attempted here, the following research
directions emerge for extending the results of this and past

hospitality strategy research:

1. other statistical techniques such as regression
analysis, cluster analysis, and discriminant
analysis could be performed with either this or a
similar data set. Such analyses will help in
triangulating the results and in enriching the

interpretation of the findings.

2. Concentrating on precision and realism, this study
sacrificed generalizability. Replicating it with
a random sample of the larger population of the
lodging industry will not only verify the
generalizability of the results of this study, but
also contribute towards further establishing the
construct validity of the strategy measurement

scale developed in this study.

3. More specifically, future studies should try to
achieve a higher representation in the sample of
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some of the under-represented segments of this
study to strengthen generalizability and construct
vaiidity. For example, this study had very few
upscale hotels, all-suites, resort hotels and so
on, looking at the sample from different

perspectives.

4. Financial performances measures have always
stymied hospitality strategy research. Even in
this study, ROA had to be discarded because
leasing and owning hotel properties have got mixed
up, with the consequent effect on the Fixed Assets
values. One possible solution to the problem with
ROA seems to be to gather the data on the market
value of assets. However, this is fraught with
serious problems due to variations in the real
estate climate in different places. Another, more
feasible, solution could be to incorporate a
question on whether the hotel property is leased
or owned. Once this information is available, ROA
can be computed for the owned properties and used
for analysis as originally contemplated in this

research.
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More importantly, this last solution can help
answer some new and interesting questions never
studied before. For example, are lease-holders
more likely to be longer-term players, because
they have very little money tied up, in contrast
to owners who want a quicker return because they
have locked up their money by investing in the
property? Or, alternatively, are lease-holders
the make-a-quick-~buck types acquiring properties
in distress (a most common phenomenon these days),
as compared to owners who are investing the money
for the long haul? These questions can be studied
by analyzing the performance measures preferred by
these groups and the strategy-performance

relationships.

Pricing is an important element of the strategy
mix. By dropping out the Pricing Policy dimension
from the strategy measurement scale, this study
has probably suffered from its exclusion. A
replication of this study including this dimension
will help clarify its importance and also confirm

the construct validity of the strategy scale.
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7. The dimension, Group Channels, did not figure in
any significant strategy-performance
relationships. Whether this is merely a spurious
dimension can be investigated by replicating this
study without this dimension. Further, a factor
analysis after eliminating some of the cross-
loadings considered to be "noise" in this study,
may reveal new insights into the underlying

strategic dimensions.

8. Now that there is a reliable instrument to measure
the strategy construct in the lodging industry
context, future research can make use of this
instrument and extend the nomological net of
related variables to include environment,
structure, and so on, many of which already have

established measurement instruments.

9. Last, though the strategy scale developed here has
been specifically tailored to the lodging industry
context, it can easily be modified to suit other
segments of the hospitality industry, such as the
food service segment. Replicating the use of this
instrument with such modifications not only
strengthens the construct validity of this
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instrument, but will also further strategy
research in the other segments of the hospitality

industry.

Summary

This concluding Chapter discussed and interpreted the
results presented in Chapter 4. Normative implications and
relationship to past theoretical underpinnings have been
interwoven into this presentation as appropriate.
Limitations of the study, its contributions to the knowledge
accrual process, and future research directions are

enumerated.

Conclusion

According to McGrath (1982), the cycle of empirical
research is a series of spirals starting with questions
about the real world, and then proceeding through the stages
of problem identification, research design, operational
plan, observations of the real world, data generation,
measurement of variables, and analysis of relations between
variables, finally culminating in conclusions about the real

world. The last step once again raises new questions about
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the real world. This research study, as most others, has

gone through all this cycle.

In the process, the study has improved upon past
research, contributed fresh knowledge, developed new tools,
exposed new limitations, and made fresh recommendations for

further research.

Though this study has been specifically tailored to the
lodging industry, the tools developed and the methods used
here are equally applicable to other segments of the
hospitality industry with, of course, appropriate
modifications. Considering the rigorous process adopted in
developing the instrument to measure the strategy construct
in this research, with further modifications to suit the
industry context, this new tool may also be used with good
effect in other service industry settings as well. This is
particularly so because of the considerable theoretical
input brought to bear from the service management literature
in developing this instrument to measure the strategy

construct.
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IO BE COMPLETED BY THE GENERAL MANAGER OF THE HOTEL

Appendix I

1. Considenng your property as & whole and using your compelions as a frame of reference, plesee indicste the exiart 1o which each of the
for the veers 1990 and 1991 taken tooether:

foliowing iterme wes a part of the overall competitve posture (srategy) of your hotal

oncireis N Ghessn respents for aoch Rem)

in responding fo this question, plesse consider as your competition only

those holels which direcily compets with you for the same business.

Enteriaining reguis: guesis © solidlly repest buainess

Providing reguiss fesdbeck © employess en their service dalivery schisvement
Empioyng rigorous cost cONrol SySemIVIrOcedues I off ereas

Using customer pansis 10 gt reguler ionmetion en customer restapeciations
Surenu for esleral business

on working wih oos

Advertising 10 Cresie ancior mainisin suarenass of the hotsl
Truining deparimeninl managers in the ekils neaded 10 (sad empioyess 1 deliver qually servics
Teuirung empioyess in irtarpersonal while

Minimizing overtvead $wough enndargisstion
Adopling ueer-riandly 0 both smpioyess and gussls) morow the
eflectvensss of service delvery

Using market ressarch alleciively in designing procuct and/or esrvios strategies
mproving customer perticipation sidis (in sali-halp aervioss) by simpifying systenms and prooedures,
instaling easy-to-understand

signege, ek
mmau.mmmbmm
ing for linhed o het foster high service
quailty
Concenirsiing on direct selling 10 local businasses
‘ in ystems besed!, ot lsset in
» oant, on the delivery of

increasing the number of seli-servios operaiions in s many sress of the holel as possibis (a.g. cofles
shops, smmmeng pools)

mumdmm-nﬁ-bmw
Using e ink Y e basis for saing SIINANGS (O FNEIOVS CUSIOMEr Service
Calering 1o the spaciic nesde of individusl CuSIOMen/cNomer groups

Re-doing sarvice when & cusiomes is Geestished
m-:wum..muumwnnmu

Seting specific servine qually gosls for empioyess which emphaesize crilicel ssrvios asks
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Training emgioyess in communication shils
Partcipating sctively i frenchise slllance for relensl business
Designing faclitiss 10 achisve speciic image cbjsciives
Using cilerental of aisling empioyess (o GOps wih esesonel fuctuation in demend
Developing new products end/or ssrvicss
Nahing employess work overtime in pesk esseon
Culivating  got thekr
Enhancing the personalication of asrvics in il ereas of the hotsl
S what service apect from indusiiss simburirelaied © holsls {ag.

okrings)
Expanding sutomation/compuleriation in guast handling

Training empioyess in the iechnicsl aspects of the sarvices they are suppoesd 1 provide
Employing suomaion/aompiterisation W fedute cosls

Assuming prics lendership thigh end aricing in the merket) viressing eupscior quallly

Caretuly chooaing parecnal who iNerect wih CLSIGMErS (e.G. Ssssamment of sockl sdeptetion ekiia)

9 e upward guest-contact empioysss and management
Using gusst 00 = In arategic planning
Achisving high operstional eficiency levels

Pricing based on what the market s wiling © pay
Promating special retes arc/or packages 10 Improve Yaic in low esemon

Enauring that & singls Quest-contaciing employes can handie Tvoivy
batwesn dilerent departmants of the hote!
Adopiing in gles asbis in diierent aress of ¥ hote!

2 for new

Maintaining consistently Noh quality praduct end/or esrvics
Promoling the hotel 10 the ¥vel rade 1 get bookings
Training guest-contact sbout thek
Pricing decisions besed on 8 cost plus approsch

Minimzing tha use of debt fancing

Determining pricing cersfully & corvey the approprinis quailly signais

Negolisiing toniracts with revel agents and tour opersiorns lof voume business

Sefting aarvics quailly goals that are designed i Meet CLsiomss expecislions

Ermoloying sddionsl parime workars 1 Mainien servie levels it peak demand parode

g that hotel actiy ~e B
Using treining and development ©© raise service quailty sienderde
& servics de
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Seliching guest sesvnents on thelr siuy o e tme of deparise
Waling 8 competiors inbeducs sams aew technsisgy befere fallowing sut
Tying «» with alfines srulior e sants! v (0 afler iningraing ssanvalions

Incrensing servios oflerings 1 twpe dolwr e by guesh ja.g. @i reOm
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Using technology & enhanoe product andor eurvics quallly
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Sargaining with suppliers for lowest prices
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Mudmizing the use of debt fanoing
Contacing cusiomers ahar thay have sieyed of the hotel

Foausing on few spaciic markel segments and/or geographic Markels

Feahuring achunl smployess doing thels jobs in alemal communications (euch as adverising)

y and vbly managements commiiment 10 product/ssrvios quaily
Training employess in risk mansgement
Indusiriaiiting the service operstion by subsiuting and
posabie 0.0, video check-n/chech-ou) o for pecple
or shared busiess (0.0, conrercss) pathors, of - 0 bid
Being the lowest-prioad hotel in the market

Poslioning 100d & beverage cutiets 1 compete wilh culside compeiiion
wapects of servios quality (e.g- relisbily) whioh

Treating employess as Customners and sseking thelr put in product/servios design

Providing & troad range of produchiechiion/services

Crossdraining empioyess 10 pariorm cther lasks e & Mesns of COpINg with peak essson demand
Trying 10 increase business in low saseon by celling on ustomers

improving the asrvice of oo b
posiions) par ly among hhose in gusst-coniact
Adopling in s 10 foster an
physically challenged personnal) loyalty (e.9.

rapest businss ta.

Developing shanderd
carvice deery operaling procadures for al aress of the hols! 10 ensure conaistently high quelty

£ 0 yikd mareg ,
Educeting customers on thelr roies in recaiving quaily service
Communicaling servios quaily Qusranisss 10 cusiomers
Sating up sales offices in genersting markets

Ecuceting customers 1o Use the hotal during non-pesk periods

g lntest gies in guast rooms.
Eflactively uning wherel iestions dverte manege
wmmnumn-::mw' -9

Alinling with hotels looated 1 other markets 10 bulld mutual referrel business
Cliering spaciel retes and/or privisges (or repeat guasis

Using high qualty food & beverage =
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Making apeciic efiort 10 encourage custorers 10 telf others sboit the hotels good servios
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and/er rel ] 3 4 ] [}
Using euss-duining of employess © saduos ossls 1 2 ] L] | ] [ ]
Efieciively using ssmpulsrysomalion ( ingreve jsb scheduling, ssrvies delvery, el 1 ] 3 4 [ ] [ ]

ATTENTION: Plsase check to make sure you have encircled a number for each ltem above.

2 Were your hotsls Sompetiive aciiviles as described by your responses 1o Q.1 signifoantly different during 10871900 es
M'numm? (Plosse endirels one respense)

SigIOMlY . ....eiiiaienaanen Not sigriicanty
Different Difterert
1 2 N 4 5 [

A major cbjective of this phass of the ressarch study is (o ascertain the
spproprisienses of the stralegy messurement scals used in Q.1. Please

provide your input in response (0 the following questions 1o heip us refine
this scaile, ¥ desmed necessary.

2 Ars any of the scaie itema in C.1 lecking in clarity? (Plesee sheck ene)
— Ve No

4  YES, which ilams wers not dearty worded? (Plesse indicale the serisl numbers of the ems fram Q.1 In the space
below. Plesse use sommas 10 seperate the Rem aumbers)

S. How weuid you heve preferred the g 1o be, 10 imp the derily of thess iiame? (Pisase indicste for such Rem
noted In yeur previeus response, yeur suggesied rewording. Plesse ues sdéitional paper ¥ necessary)
ftem No, Your suogestion & rewordfing
8.
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Ao thare any competitive rmethods thet you have adopied at your hotst st are not covered by the sirategy acale in Q.17

- YO - NO

¥ YES, plesse write below all such competiive methods which you recommend being included in our stategy scele.

Were you in your present posilion &t this holel in the following yean? (Pleass check below for asch year)
190  ___Ves No

01: Yoo No

in the space below, write
Mﬁm any additionsl comments you wish to make relsting to any aspect of the

Iif you would like to receive an sxecutive sum: of
e carc it T compatted e :ln:j’rz- the results of this research study, please enclose your

Thank you very much for your valuable time.
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Appendix II

Several questions below request you to relate your hatel with your “competition® while giving
your responses. Whilg rasponding to this quastionnaire, please consider as your competition
S=NLY those hotels which directly compete with you for the same business.

L General information
The purpose of the following questions is 10 obisin seme geners) beckground about your hotel

1. Please indicate beiow the category that most ciasaly describes the location of your hote!. (Please circle one number)

7 Clty-center 4 Alrport
Suburben 8 Resort

2 Location is a very important factor for the success of a hotsl. For example, in & beach resort destination, properties
located right onthe beach are considersd 10 have anadvantage overthose iocated faraway. Similary, highway hotels
focated just off the exits and visibie trom the highway and/or the exit may have an edge over those which are a mile
ortwo away fromthe exit. Using such criteria, and considering your competition as a frame of reference, how would

you rate your hotel's location? (Please circle one numbaer below)

Mos? superior jocstion Most inferior locetion
ageinst competition 8painst competition
1 2 3 4 ) [

3. Please indicate below the segment that mosi Closaly describes the type of your hotel. (Please circle ons number)

Ful-eervice 4 Resort
2 Limked-eervice f § Convention

4. Please indicale below the type that most cigsely describes the ownership and management arrangement of your hotel.

(Plsase circle one number)
1 Independently owned, selfsmanaged
2 independently owned, managed by the tranchisor
3 independently owned, managed by 8 mansgement company (other than the sanchisor)
4 Chain owned (Le., part of 8 multi-unit company), enansped by the chain

1
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Chaln swned, maneged by the franohiser

Chaln ewned, mensged by & menagensent sompany (ether then the Sanchisor)
Other than any of the above

Plesse desoribe:.

8. When was your hotel ficst constructed? (Please give the year)

il Your Hotel's Strategy
The following question is about the sirstegiss your hole! hes used 1o compele in the merket pisce.

Piease indicate how much each of the tollowing ¥erns was & part of the compstiive sirategy of your hote! 10,1891 and 1992
combinad, (Please circle one number for each Rem)

In responding to this question, pigase use your hotel's strategies and those of your
competition as a frame of reference. Please keep in mind that it is what your hotel gctually
did that we are studying, and not what you think it should have done. Please use a scale of
1= NOT PART OF STRATEGY to 6 = KEY PART OF STRATEGY.

Not part of Key part of
strategy strategy
NG Fegnier gueete to asildlly repest businses 1 2 L] e s []
Vovidng puder debvory ] 2 s ] [] .
Unkg Pasnis 19 got reguter 1 2 E ] [] .
® o o how! ] 2 3 . ] .
by (Yo both gunsts) which

mprove the doitvery ' 2 ] ] ] [

ki ool services) by -» -
insmlrg oasy -~ ' 2 £} ] s ]
Giving overviding (Lo, sbove » wade 1 2 3 4 s [}
v o ' s ¢ ] .

Oyotome hesed, of loast in pert, an the delivery

of quallty servies 2 3 . f] ']
(6.9, CONve shose, swemng ocks) et ' 2 3 . s P
- of puoes . noge ' 2 s ] ] [
sevoe i ' 2 3 . s .

2
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ATIENTION: Fieass check to make sure you have circled a numbar for each tem above.
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. Your Hotel's Periormance
Naxt, we request you 1o previde seme infermation sheut the eperating performance of your holel. As siresdy sisied in the cover
W codr Wi T T HGY PO D R RAEROAR! 1l g Wi A L ISR canficana

1. Listed below are severa! periormance measures appiicable 10 hotels in general. Please indicate the most imporant
of these by which your performance is judged by the owners/management. (Please circle one number)

Percentage of Oocupency

Average Room rate

Markeot Share

Groes Opersting Proftvincome Before Fixed Chargee
Return on Sales (Le., ProfiVSales)

Reoturn en Aseets (Le., Profit/Fixed Assets)

Other then any of the above

Plessespecily:.

N 6 A L N -

2 Piease provide inthe tabile beiow the inliormation requested for the yasrs 1992 and 1993, While the terms used below
are fairty universal, we spprociate that you may be using some variations at your hote!l. If any of the terms below do
not match with your usage, piease peruse the clarifications of the terns foliowing the table.

1992 - e 1993

“Rooms Avalisble

5NotROOM Sles ~ ... i Py Py

Total Sales ..~ s s

-income Befors Fixed Charges s s

Total Fixed Assets $ $

“Total Rooms Avaliable of Competition

*Total Rooms Soid / Occupled of Competition

Llatfication of Terma used above

Rooms Avallable The number of rooms available for sale for the year (eg.: i an average of 100 rooms were available for sale

each day of the year, the Rooms Available would be 100x385 « 36,500). Rooms that were out-of-order or
under repair shoukd not be inciuded hers.

Rooms Soid / Occupied  The cumulative number of rooms soki/occupied in the whole year,

Net Room Sales Annual revenue from rooms, less discounts, taxes on room sales, and service charges paid 10 employees,
il any.
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Totsl Sales

income Before

Fixed Charges (IBFC)
Total Fixed Assets
Total Rooms Avaliabie
of Competition

Total Rooms Sold /

Total of all departmental revenuss: rooms, foodibeverage, telephone, Minor aperated departments, store
rentais, and other incoms.

Also known as Gross Opersting Profit. it is Total Sales, jaas all depanmental and undistributed operating
exponsss. Thus, IBFC is thetotal income hafare deducting rent, insurance & property taxes, deprecistion,
interest, income tax, and reserve for replacement.

Net fixed assets vaiue (Le., alter depreciation) from the balance shest, including: land, building, plant &
equipment, furniture & fixtures, and operating supplies.

Simiiar to your own Rooms Available (please see above), this figure is the total rooms avaiiabia iov sale of
a4 competition”, including your own,

Simiiar 10 your own Rooms Soid/Occupied (pleass see sbove), this figure is the total rooms soid/occupied
of all competiion', including your own,

* Plsase remember the definition of competition as first described.

V. Your Hotel's Environment
Finally, we wouk! Nke to understand the business environment in which your hots! hae been opersting.

Business envirconments are classified as being STABLE or VOLATILE, based on the degree (rate) of changes experienced
Indifferent sagments of the environment. Listed below are various segments of the business environment, For eachofthese,
please indicate the degree of change your hotel experienced guring the vasrs 1991 and 1892 combinad, (Please circle
one number for sach segment)

1 = STABLE (unchanging/steady) to 6 = VOLATILE (changing/unsteady).

_
Please use a scale of

Stable. Volatie

Suppiiers of toad, bovermpe and apersiing suppiies

& proes charped
8. penxt qualy st

€. inuducson ol new prAKE

Campethors’ sstions

& apsy of meme

5. mewe cherged

€ FORIVENON and relurbislment

€ Ao 20rvcestaciines sfered

€. ARRTDE 8! Blereraeing prodUG:

& kv your seneces
8. kv now fachoes/services

APPENDICES
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a on e
& omlabivy of st
© et ol aapitel aher Pan dede

Lober marhate

& wage end saisry rame
5 swishiny of nployees
¢ union savites

Goverment sogulstions
& mpardng ralss you can chrge
N "

¢ Mparding provision of your services
4. afiscany perservaiiaber decisiens
. affecting salss and markesny
L aflecng scasunng/besh-heepny
8. IWpasing new lax messues

Toshnolagien! dovelopmunts

2 e " and

b e on of

€. 17 1000rvason sysnms
o i raining and dovelopment

inthe space below, plesse write any comments you wish to make relating to any asy.ect of the questionnaire you heve

just completed.

lem Todl Bladabmp VA 24061-0429, in the
cisnifications on this questionnaire, pleass call collect Munhyeﬂoa) 851-1646.

if you would bike to receive an executive summary of the results of this research study, please enclose your business
card with the compieted questionnaire.

APPENDICES
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Thank you very much for your valuable time.

& & & & & a &

ire to Bvsan Murthy, WMWWMTMMMMWWMW
herewith. I you need any
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Appendix III

Virginia

Department of Hospitality and Tourism Management
Tech 362 Wallace Hall, Blacksburg, VA 24061-0429

February 28, 1994

Dear Colleague:

We wrote o you about a week ago requesting you (o participate in a pioneering research
study of competitive strategies and performance in the lodging industry. If you have already returned
the completed guestionnaire we sent you, please accept our sincere thanks. 1f you have not responded
yet, we urge you to do so today.

We realize how busy you are, but without the active participation of industry professionals
like you, we cannot hope to advance the knowledge base of our industry. So, if you would like to
understand which competitive strategies can help you outperform your competition, which is the
principal focus of this important research study, please act upon this request immediately.

If you necd any ciarifications on the questionnaire, or you did not receive it at all, or it got
misplaced, please call Murthy @ (703) 951-1646 now, and we will send you another copy right away.

Thank you for your cooperation.

ka0, Wi

Michael D. Olser, PRh.D. Bysan %udhy

Professor & Chairman, Doctoral Committee Doctoral Candidate
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Appendix IV

T Department of Hospitality and Tourism Management
Edl 362 Wallace Hall, Blacksbmg. VA 24061-0429

Virgini

March 10, 1994

Dear Colleague:

We have still not received your response o the request for n in
competitive strategies and performance in the lodging industry. Jor your patictpalon in our research suudy of

Perhops, you have been very busy and couldn't find the time (o complete the questionnaire yet. We do
appreciate the demands on your precious time posed by the competitive pressures of the market place. In fact, this
& precisely what we are researching, Le., which strategles succeed and vhich do mot in a highly competitive
enviroasic=t. And, we want (o share this valuable insight with you in return for your contribution. So, wonr't you
ﬂmm;:lcmﬂ&ﬂnﬂklpﬂch%mwmmh?

pe , Yok are hesilaling to participate because you ure not comforiable with disclosin

confidential performance information. If this s the reason [orywmmpou%u yet, please note (:M”::
consider your inpul on the rest of our guestionnaire equally imporians. So, we will appreciate & {f you would at
Wconﬂdc&cfbnl.ll.adﬂq{mmuhm {i.e., leaving o1 the performance part) and return ¥ to

e hope you will act on this request immediately and thank you for your valuable time and input.

Creon B ——

Bvsan Murthy
Doctoral Candidate
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BVSAN MURTHY

Terrace View Apts., # 101 G
1200 Toms Creek Rd., Blacksburg, VA 24060
Ph. : (703) 951 1646

EDUCATION

Ph.D. in Hospitality and Tourism Management, 1994
Virginia Polytechnic Institute and State University
Major: Strategy; Minor: Marketing

QCA: 3.65

M.B.A. in Marketing and Quantitative Methods, 1969
Indian Institute of Management, Ahmedabad, India

M.Sc. (Technology) in Applied Geology, 1967
Andhra University, Waltair, India

B.Sc. (Honours) in Geology, 1965
Andhra University, Waltair, India

INDUSTRY EXPERIENCE

General Manager - Marketing, and Member of the Board of
Directors, Dalmia Resorts International, India, 1986 - 1989

Corporate Marketing Planning Manager, Oberoi Hotels, India,
1981 - 1986

Marketing Manager, Lupin Laboratories Pvt. Ltd., India,
1978 - 1979

Marketing Manager, Ranbaxy Laboratories Pvt. Ltd., India,
1976 - 1978

Marketing Manager, Ganesh Mills Co. Ltd., India, 1974 - 1976

Market Research and Systems Executive, The Coca-Cola Export
Corporation, India, 1971 - 1974

Marketing Executive, The Coca-Cola Export Corporation,
India, 1969 - 1971
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ACADEMIC EXPERIENCE

Research Associate, Michael D. Olsen & Associates, Blacksburg,
U.S.A., 1993 - 1594

Project Co-ordinator, USAID Peace Fellowship Program, VPI&SU,
Blacksburg, U.S.A., 1993

Graduate Assistant / Graduate Teaching Assistant, 1990 - 1992
Department of Hotel, Restaurant and Institutional Management,
VPI&SU, Blacksburg, U.S.A.

- GTA to Dr. Michael D. Olsen (HRIM 5414: Chain Management
in the Hospitality Industries, HRIM 5514: Contemporary
Problems in the Hospitality Industry, and HRIM 4534:
Hospitality Management Policy), 1992 - 1993

- Research Associate, The Center for Hospitality Research
and Service, 1992 - 1993

- GTA to Dr. Mahmood A. Khan (HRIM 4964: Field Study in
HRIM), Fall 1990 - Summer 1992

- GTA, HRIM 4414: Food and Beverage Management, Summer 1992

- Assistant Manager, Cochran Dining Hall, Spring 1990

- Assistant to Dr. Deloris J. Pourchot, Assistant Director,
Virginia Cooperative Extension Service, Summer 1990, ‘91,
and ‘92

Faculty Member, Advanced Management Development Program,
Department of HRIM, 1992. I was the only student member of
the faculty for this international program conducted for
members of the Swiss Hotel Association. I put together the
curriculum for the Program and was also the Coordinating
Assistant.

Instructor, HRIM 4454: Hospitality Marketing Management, Fall
1991

Member, Faculty Research Committee, 1991
Adjunct Instructor, Marketing Planning and Marketing

Information Systems, Oberoi Hotel School, India, 1981 - 1986

PUBLICATIONS

Murthy, Bvsan and Murrmann, S.K. (1993, Jun). Employee
Leasing: An Alternative Staffing Strategy. The Cornell

H.R.A. Quarterly.
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Murthy, Bvsan and Dev, C.S. (1993). Average Daily Rate. In
M.D. Olsen, et al (Eds.), i i i
and Tourism. New York: Van Nostrand Reinhold.

Murthy, Bvsan and Olsen, M.D. (1992). Merlin Hotels, Ing.

(case study). In M. D. Olsen, et al, Strateqic
ageme e Hospitalit dustry. New York: Van

Nostrand Reinhold.

Murthy, Bvsan and Murrmann, S.K. (1992, Spring). Employee
Leasing: An Alternative Staffing Strategy. Canadian
i . 20(1), 2-5 (Reprint from

The Annual CHRIE Conference Proceedings, 1991).

Holtzman, Warren L., Murthy, Bvsan and Gordon, J.C. (1991,
Oct). Cultural Bridging with the Japanese. The Cornell

H.R.A. Quarterly, 52-59.

"Dalmia Resortimes" (a consumer education newsmagazine on
Vacation Timesharing), Founding Editor and Publisher,
1988 - 1989.

CONFERENCE PRESENTATIONS AND REFEREED PROCEEDINGS

"Employee Leasing - An Alternative Staffing Strategy", The
Annual CHRIE Conference, Houston, TX, July, 1991, co-presented
with Dr. Suzanne K. Murrmann.

"Environment, Strategy, Structure and Performance - A
Literature Review of Statistical Techniques Being Used",
The Annual CHRIE Conference, Houston, TX, July, 1991,
co-presented with Dr. Pamela Weaver.

Conducted a Marketing Information Systems Workshop for Oberoi
Hotels International, 1982

Assisted in planning and conducting a Marketing Planning
Conference for Oberoi Hotels International, 1982

OTHER SCHOLARLY ACTIVITIES
REFEREE

International Journal of Hospitality Management

The Cornell Hotel and Restaurant Administration Quarterly
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RESEARCH GRANTS

"The International Hospitality and Tourism Research Register."
Team member with Dr. Michael D. Olsen, and Dr. Richard Teare,
Bournemouth University, U.K. Research process was
underwritten by The Hotel, Catering & Institutional Management
Association (HCIMA). A database of research studies specific
to the hospitality and tourism industry has been developed to
be released in a CD-ROM format in June 1994. The first
release of this CD-ROM captures the academic research from
1988 to 1994 and work in progress, leading to Master'’s and
Doctoral dissertation studies, in academic institutions across
the USA, Canada, the UK, South Africa, and select countries in
Western Eurcope. Planned to be updated annually, the 1994-95
release, already under planning, will extend the scope of
coverage of the Register to the Asia-Pacific region and all of
Western Europe, and also capture research studies in non-
academic settings, such as studies conducted by industry
associations; governments and multilateral organizations; and
industry firms, consultants and analysts.

"Environmental Scanning for Strategic Planning in the
Multinational Lodging Industry." Team member with Dr. Michael
D. Olsen. A report on the research study conducted for the
International Hotel Association, Paris, being distributed by
the IHA to CEOs of all lodging companies around the world.
Planned to be a continuing research program to be updated
every year, the 1994 study is in the final design stage.

PROFESSIONAL CONSULTING

Krisch Hotels, Roanoke. Strategic planning for financial
restructuring and corporate repositioning of the 35-hotel
chain. Team member with Dr. Michael D. Olsen. Also
conducted independently a 2-day Workshop on Strategic
Marketing Planning for the management group of the chain.

PROFESSIONAL ASSOCIATIONS

RESEN

Council on Hotel, Restaurant, and Institutional Education
(CHRIE), since 1991

South East CHRIE, since 1990

Travel and Tourism Research Association, 1992
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Bast

PATA Research Authority

All India Management Association

Delhi Management Association

Federation of Hotel and Restaurant Associations of India
Punjab, Haryana and Delhi Chamber of Commerce and Industry
Computer Society of India

Indian Society of Advertisers

HONORS/AWARDS/POSITIONS

Selected to serve on the Graduate Honor System Investigative
Board / Judicial Panel, Virginia Tech, 1992 ~ 1993

Outstanding Graduate Student, Dept. of HRIM, 1992

Member of Board of Directors, TTRA - VT Chapter, 1992 - 1993

President, Graduate Hospitality and Tourism Association,
1991 - 1992

Statler Foundation Scholarship, 1991 & 1992

HRIM Departmentzal Scholarship, 1991 & 1992

Travel Grant from the College of Human Resources, 1991

Travel Grant from the GSA Travel Fund, 1991

Eta Sigma Delta International Hospitality Honor Society,
1991 -~ present Kappa Omicron Nu Honor Society, 1991 -
present

Founding Affiliate of Students for Tourism and Hospitality

A Research (STAHR), 1990 - present

University Grants Commission Merit Scholarship (Government

of India), 1965 - 1967

COMMUNITY SERVICE

Lions Club International, India, 1988 -~ 1990; 2nd Vice
President, 1989 - 1990

REFERENCES

Available upon request
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