The Value Adding Manager

Environmental Analysis Exercise – Task Environment


The purpose of this exercise is to guide the learner through the environmental scanning effort in a step-by-step process.  More specifically, the learner will be asked to evaluate the forces driving change in the hospitality industry as identified by an analysis of the task environment of the organization.


Upon completion of this exercise the learner shall possess a comprehensive 

understanding of the task environment.  This includes a careful look at competitors, suppliers, regulators, and the customer.  Potential competitors and substitute products are also analyzed along with identifying the industry-wide critical success factors and value drivers.


The learner is directed toward chapters three and four in Strategic Management in Hospitality Industry, 2nd Edition 1998, by Olsen, West and Tse and published by John Wiley and Sons.  Additional required resources include:

1. Olsen, M.D., Zhao, J., Sharma, A. & Chathoth, P. (1999).  A White Paper on the International Restaurant Industry.  Published by the International Hotel and Restaurant Industry.

2. Dev, Chekitan, and  Olsen, M.D. (1999).  Executive Summary, Caribbean Marketing Workshop.  Published by the Hospitality Sales and Marketing Association International.  10 pages.

3. Olsen, M.D. and Pizam, A. (1999).  Executive Summary, Think Tank on Safety and Security.  Published by the International Hotel and Restaurant Association.  9 pages.

4. Dev, Chekitan and  Olsen, M.D. (1999).  Executive Summary, Think Tanks on  Marketing.  Published by the International Hotel and Restaurant Association.   13 Pages

5. Connolly, D.J. and Olsen, M.D. (1999).  Executive Summary, Think Tanks on Technology.  Published by the International Hotel and Restaurant Association.  34 pages.

6. Olsen,  M.D. (1999).  Executive Summary, Think Tanks on Human Resources. Published by the International Hotel and Restaurant Association. 8 pages.

7. Kwansa, F. and Olsen, M.D. (1999).  Executive Summary, Think Tanks on Assets and Capital. Published by the International Hotel and Restaurant Association. 5 pages.

8. Olsen, M.D. (1999).  Executive Summary, Think Tank on Marketing.  Published jointly by the International Hotel and Restaurant Association and the Hospitality Sales and Marketing Association International.  5 Pages.

9. Olsen, M.D. & Sharma, A. (1998).  Forces driving change in the casual theme restaurant industry – a global perspective, 91 pages.  International Hotel and Restaurant Association.

10. Olsen, M.D. & Pizam, A. (1998).  Executive Summary-Think Tank on Safety and Security. International Hotel & Restaurant Association, 10 pgs. 

11. Olsen, M.D. & Connolly, D.J. (1998).  Executive Summary-Think Tanks on Technology. International Hotel & Restaurant Association, 17 pgs.

12. Olsen, M.D. (1995).  Into the new millennium:  The IHA white paper on the global hospitality industry:  Events Shaping the future of the industry. 19 pages. Published by the International Hotel Association.

Additional sources of information should include electronic databases and online search engines that should be used to provide updated information relevant to the industry sector your case study firm operates within.  Some of the URLs for these sources are listed below:

	Search Engines, Directories, and Web Portals

	

	About.com
	http://www.about.com 

	AltaVista
	http://www.altavista.com 

	AnyWho
	http://www.anywho.com 

	AOL.com
	http://www.aol.com 

	Ask Jeeves!
	http://www.ask.com

	Bigfoot.com
	http://www.bigfoot.com

	BigYellow
	http://www.bigyellow.com 

	CMP NetGuide
	http://www.netguide.com 

	Deja News
	http://www.dejanews.com

	Direct Hit
	http://www.directhit.com

	EuroSeek
	http://www.euroseek.com 

	Everything’s Travel
	http://members.aol.com/trvlevery 

	Excite
	http://www.excite.com 

	Fireball (German)
	http://www.fireball.de 

	GO Network
	http://www.go.com 

	Google!
	http://www.google.com

	GoTo.com
	http://www.goto.com 

	GTE SuperPages
	http://superpages.gte.net 

	Hotbot
	http://www.hotbot.com 

	Hotel Resource
	http://www.hotelresource.com 

	Infoseek
	http://www.infoseek.com 

	InfoSpace.com
	http://www.infospace.com

	LookSmart
	http://www.looksmart.com 

	Lycos
	http://www.lycos.com 

	Magellan
	http://www.mckinley.com 

	MSN.com
	http://home.microsoft.com  

	Netscape Netcenter
	http://www.netscape.com 

	Northern Light
	http://www.northernlight.com 

	Snap
	http://www.snap.com 

	Switchboard
	http://www.switchboard.com

	Talk City
	http://www.talkcity.com 

	TravelSearch
	http://www.travelsearch.com 

	Voilà (French)
	http://www.voila.fr 

	WebCrawler
	http://www.webcrawler.com 

	WorldPages
	http://www.worldpages.com 

	Yack
	http://www.yack.com 

	Yahoo!
	http://www.yahoo.com 




The following tasks should be performed in the sequence suggested.  The forms are provided as a guide to assist in this process.

1. Analysis of the task environment by completing all the forms attached to this exercise.

The Value Adding Manager

Environmental Analysis Exercise

Summary of task environmental analysis

Using your analysis of the task environment, along with the descriptions of the forces driving change as identified in the reading materials and your prior analysis of the remote environment, provide an evaluation of this immediate environment of your organization. This should be a narrative of no more than three typewritten pages.  In this narrative you must identify what you consider to be the most important issues that face your firm from this environmental category.  You must be able to link these issues with the forces that you identified in your remote analysis.  You must also include the completed forms included with this exercise.

Criteria for evaluation:

1. A thorough description of the domain your firm is competing in.  This includes the geographical market and the customer targeted.

2. You must be sure to relate how the customer is impacted by the forces you identified in your remote analysis.  Be sure to conduct a comprehensive review of the causal analysis with respect to all the factors in the remote environment on the customer.  Key trends must be identified.
3. You must be sure to relate how the supplier is impacted by the forces you identified in your remote analysis.  Be sure to conduct a comprehensive review of the causal analysis with respect to all the factors in the remote environment on the supplier.  Key trends must be identified.
4. You must be sure to relate how the regulator is impacted by the forces you identified in your remote analysis.  Be sure to conduct a comprehensive review of the causal analysis with respect to all the factors in the remote environment on the regulator.  Key trends must be identified.  

5. You must be sure to relate how the competitor is impacted by the forces you identified in your remote analysis.  Be sure to conduct a comprehensive review of the causal analysis with respect to all the factors in the remote environment on the competitor.  Key trends must be identified.
6. You must provide an assessment of what you consider to be probable new competitors that may result from the forces in the remote environment.  The same holds true for possible substitute products that are available.  Key trends must be identified.
7. It is imperative that the critical success factors necessary to compete successfully in your domain must be defined and understood.  You must not only describe them in detail but must compare how your firm performs against each of its competitors on each factor.  Special emphasis should be directed toward knowing whether your firm leads the industry or is in some other follow-on position.  Key trends must be identified.
8. You must be able to identify the key value drivers that operate at your domain level and what quantitative and qualitative information is available to help you understand these drivers.  Key trends must be identified.
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Environmental Analysis Exercise Scorecard  - Task                            Date submitted:

Company:


Team members:  

	Criteria
	Comments
	Points

	The executive summary contains a synthesis of the key trends emerging from the task environment.
	
	/50

	There is evidence of a causal link with the remote environmental analysis.
	
	/80

	Domain definition
	
	/30

	Demand curve analysis is thorough and substantive
	
	/30

	Industry-wide critical success factors are well defined and documented.
	
	/30

	Target market descriptors reflect the current and future environment.
	
	/50

	Industry-wide value drivers have been successfully identified and linked to those identified in the remote environment.
	
	/50

	Competitor analysis has been complete with all major competitive methods identified.
	
	/70

	Analysis of competitors’ financial position is thorough and valid for all key CMs considered
	
	/30

	Analysis of suppliers, regulators, potential competitors, and substitute products reflects trends in the environment.
	
	/80

	Task environment analysis is comprehensive and complete, as described in the executive summary.
	
	/100

	Total points
	
	/600


Comments:

Provide a thorough definition of the domain in which your firm competes.  This should include a description of the key competitors, geography, and other variables that serve to carefully define the environment in which you compete.









	Primary criteria

used to describe your target market

	Describe in detail the specifics for each criterion at left.

	
	

	
	

	
	

	
	

	
	

	
	


Overall supply and demand analysis

Provide answers to the following questions:

1. What is the overall supply of the firms who are competing in this segment?

2. What is the overall demand?

a. Identify the total number of possible customers in the target market to be served.

b. Segregate demand into key groupings and identify the total potential market.

c. Describe the key value drivers behind each segment.

d. Describe what is happening to the demand in the marketplace over the past five years and identify the key trends in the value drivers.


	Using key words familiar to you, list the critical success factors for this industry segment.

	Describe in more complete detail what each of 

these success factors are and how they are measured.

Additionally, be sure to indicate the key trends occurring in each

and link to significant value drivers.
	Industry leader and describe why you believe this is the case

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



	Name of value driver


	Description of value driver 
	Include key quantitative measures
	Source(s) of valid and reliable information

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


A value driver is a major factor influencing the profitability of a hospitality enterprise.  It would include such items as the cost of labor, raw material products such as red meat, potatoes or cleaning supplies, utilities, etc.  These drivers are industry wide and affect all firms more or less equally.  They can be considered as important indices that will ultimately affect the organization and therefore must be tracked and when possible forecasted.  Of specific interest here are the published sources of this information.  Care must be taken to identify only the critical and relevant value drivers that will have significant impact upon the organization.  These value drivers must be linked to the those identified from your analysis of the remote environment and this information will then be used in developing your cash flow estimates.

Relationships among forces driving change and external and internal value drivers.  Each cell should reflect your analysis of the key trends occurring for each value driver and its relationship to each force.

	Force driving change as identified in the remote analysis
	Key external value drivers – the forecast of the value drivers must relate to the internal value drivers identified in the next column
	Internal value drivers – these must reflect the forecast provided in the previous column

	
	
	

	
	
	

	
	
	


Note:  The key value drivers within each force driving change are generally the primary external value drivers that impact the cash flow streams of the firm.  For example, rising prices of a barrel of oil reflect growing worldwide demand and geopolitical instabilities in the Middle East.  These drivers affect the price of all forms of fuel, including jet fuel, which is a significant internal value driver for the airline industry.


	Name
	Number of units in geographic area
	Brief description of competitive methods offered and the 

trends occurring in each.

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Competitive analysis worksheet

Name of competitor

1. Graph the last five years of the following:       

a. Return on invested capital

b. Free cash flow from operations

c. Sales

d. Operational profits

e. Market capitalization (average)

f. Share price (average)

g. WACC

2. Describe their primary business model

3. Primary market

4. Describe the financial position of this company relative to its ability to meet its growth needs

	Competitive methods
	Length of time employed
	Competitive advantage
	Estimate of value added

	Key innovations in the last five years
	Expected future actions to enhance methods
	Vulnerabilities to exploit

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Comments:


	List your

firm’s competitive methods

	Primary competitive methods offered in the segment by leading competitors    



	
	Name of competitor
	Name of competitor
	Name of competitor
	Name of competitor
	Name of competitor

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	



	Name

	Brief description of the major buying groups operating in the segment.  

Be sure to indicate the trends occurring with each group and how they will affect your firm.

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	



	Name
	Brief description of why you feel those organizations identified are potential competitors.

Describe the developing trends that cause you to believe they are potential competitors and how they will affect your firm.

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	



	Name
	Brief description of why you feel these are possible substitute products and services.

 Describe the trends occurring here to support your identification of these substitutes and how they will affect your firm.

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	



	Name
	Function
	Brief description of area of regulation affecting segment.

Describe the key trends you have observed for each regulator and how they will affect your firm.

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



	Name
	Number of Units in geographic area
	Brief description of products and services offered.

Describe the key trends you have observed for each major supplier and how they will affect your firm.

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Overview of exercise to be completed





Objectives of exercise





Resources to use in completing the assignment





Tasks to be performed





Insert Map of your geographic market area in this space





List all the geographic sources of your customer by level of business volume generated.




















What is the average geographic distance your customer must travel to receive your products and services?

















What is the most frequent mode of travel used by your customer?











Supplier analysis





Regulators





Substitute products and services





Potential competitors





Primary competitive methods





Industry segment critical success factors





Geographic market area





Target market descriptors





Industry value drivers





Buying groups





Competitor analysis





Domain Definition





Relationship Worksheet – 


remote and task environment








� This list has been prepared by Daniel J. Connolly of the School of Hospitality Business, Michigan State University in 1998.


� Criteria can include demographic or psychographic information or categories, such as leisure or business traveler.


� A critical success factor describes those products and services that are basic to the industry and a firm must possess to compete.  For example, a reservation system, or in-room connections to the Internet are absolutely necessary today to compete in the hotel business.  They can be considered as the minimum price of entry to compete in a specific industry sector.


� This estimate must be the NPV of this competitive method as well as your estimate of what proportion of the firm’s total market capitalization is derived from this CM.


� On this form, compare your competitive methods with those of your major competitors in the segment in which you compete.


� On this form, describe the major buying groups that are important to your firm.  Examples include tour operators, associations, clubs, or electronic groups such as Expedia or Travelocity.
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