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A NEW WAY TO DEFINE OPERATIONSIN
THE HOTEL INDUSTRY

1. Introduction

In this paper we propose a framework for the analysis of Operations in the
Hospitality industry, and more specifically in the Hotel sector. The arguments it contains are
based on the literature, but they are also backed by the experience of the authors, who have
visited more than 300 hotels in al parts of the world. They are aso based on the evidence
provided by an ACE research project, which has provided an opportunity to analyze
databases, and on interviews with some 30-40 hotels in Bulgaria.

Visiting a place satisfactorily is a multidimensional experience. A large number of
dimensions contribute to the full package. This paper presents the notion of a tourist (or
traveller) as a “displaced individual”, a person who has been taken out of his’/her normal
operating environment and transported to a somewhat different operating environment.
The operating environment is understood as a number of concurrent processes that provide
the services needed for the satisfaction of the individual. We argue that whenever a person is
displaced to a new environment, certain processes become unavailable to him/her, and in
order to achieve satisfaction he/she needs to reconnect to them in the new environment. We
argue, then, that a hotel is simply his’/her entry point into the new environment, and the
possibility of achieving a swift and satisfactory reconnection depends on the performance of
the hotel and the «local environment» it provides.

Keeping in mind this differentiating aspect, in this paper we present a conceptual
framework for analyzing hotel operations. First, we analyze a number of issues concerning
the hotel sector that will help us to consider the relevant elements of an operations system.
We then proceed to define the components of the operational structure and their values.
Finally, we briefly introduce the diagnostic tool we have developed and describe how its
implentation was perceived by 16 hotels in Bulgaria.



2. Relevant properties of services

To start with, we would like to remind the reader of some of the key properties of
services [4,8], which we present in contraposition to the more familiar case of firms that sell
goods. Although there are no enterprises that provide only goods, and indeed one could argue
that to a certain extent all enterprises are service enterprises, since they all supply a package
of impressions to the customer, there are neverthel ess certain properties of service operations
that are particularly important:

—  The customer interacts very closely with the production process. In the case of
industrial goods, the customer hardly ever gets a direct perception of the way
the production process works; he/she just sees the results. Therefore, details
that may be completely irrelevant in industrial processes (a high degree of
cleanliness, for instance) may be crucia for the service customer. The so-called
moment of truth [1] applies here.

— Quality is difficult to objectify; any measure of quality is subjective. Service
goods normally lack a definite physical quality. This does not allow the use of
objectifying procedures such as measuring, weighing, appraising, etc. In
addition, many services are ephemeral; they last a short time and are difficult
or impossible to reproduce. Thus, it is impossible to carry out any kind of
laboratory or repetitive testing. This makes it overwhelmingly difficult to
define standards or objective quality tests[9].

—  Defects are critical and difficult to make good. Experience shows that a poor
quality service erodes the customer’s confidence in the provider of the service
and may break the link between customer and provider. This we shall analyze
in greater detail below.

—  Operations are customer-initiated. Ultimately, the service provider has to be
prepared at all times. Often, any prediction of customer arrivals can only
be probabilistic, and so there is no room to relax the standards of process
quality that the customer requires.

We shall understand these characteristics better if we look at the process of
purchasing a service, in particular a hotel service.

3. Purchasing under uncertainty

Purchasing is a decision to exchange a good (normally money) that the customer has
in hand for a package of impressions [8] (or experiences). Obviously, the package is
purchased (or at least a purchase commitment is made) before full enjoyment of the object of
the purchase is obtained. Therefore, buying is based on a prior evaluation of subsequent
satisfaction [2]. Often, the customer is not even aware of the full spectrum of impressions
that he will get from the purchasing act.

Think of buying a vacation on a Caribbean island. Will the weather be good? Thisis
an important but uncertain factor. And more important still, you may not know that the last
leg of the trip will be made in alocal plane, whose state of conservation leaves much to be
desired. However, even if you do not know exactly what you are purchasing, you are willing



to run the risk of purchasing it because some dimension of the perception you expect to
receive carries a priori a very considerable weight [2]. This expectation ties in with all the
ideas of customer expectations vs. reality that are so well documented in the literature on
services [1,2,4,9].

Because of this motivating dimension, the decision to go ahead is based on the
information available to the decision maker at the time of the purchase, and also on the a
priori subjective assignment of probabilities to the «success» of the experience. This
assignment is amost never explicit but takes the form of «trust».

Summarizing, to answer the question: How do you know whether what you are
buying is worth the money? You have to rely on an a priori evaluation, since you lack the
perceptional memory. The sources of evaluation you can use include:

—  Brand trust. The confidence you have in a given brand, e.g. the tour operator.

—  Dedler trust. The confidence you have in adealer of the services, e.g. the travel
agent.

—  Third party trust. E.g., afriend tells you about a nice hotel.

—  Objective tests. Very difficult in services.

—  Past experience in repeat buying. Difficult in services.

The effect of a bad experience on the overall perception of the service can thus be
framed in the context of an a priori evaluation of perceptions. The consumption of a service
is a random experiment, with a predicted distribution of outcomes and an actual distribution
of outcomes. In principle, information could be gathered by testing, i.e. repeating the
experiment to learn more about the actual distribution of outcomes. But unlike in the normal
testing of industrial products, here we have a kind of testing where the tester is involved in
the results of the test. To put it another way, the observed has an influence on the observer. If
the result of a test is negative, the observer draws a negative conclusion and revises his
beliefs, raising his expectation of receiving a bad sensation. It is a kind of test that we could
call consumptive: a test with utility for the experimenter, one in which experimenter and
experiment are no longer independent. Also, if the test result is negative, the experimenter
may stop the sampling immediately.

4. Purchasing tourism services

In tourism, purchasing the whole package of impressions has a great number of
components and a great number of independent dimensions. It is important to distinguish
between dimensions and components. The components are all the variables that measure the
impressions. But not all of them are independent. Therefore, one has to speak of the
dimensions of the experiment, meaning the number of independent components.

When there is a physical good at the center of the consumption experiment, many of
the components are correlated, usually around certain measurable properties of the object.
The fact that there is a central object may be the reason for the high correlation we find in
such cases. If, for instance, we consider the purchase of a car, even if we can enumerate a
large number of components of the experiment —comfort, safety, acceleration, noise, status,
etc.— many of these components are related to the physical properties of the car —size, finish,
engine horsepower, etc. In turn, a small number of (composite) dimensions of the object
describe to a high degree the results of the consumption experiment.



Things are much less clear in the case of services, especially of complicated services
such as tourism. Tourism involves experiments whose results affect amost al areas of human
behavior, from the purely sensoria to the affective and intellectual. Tourists often get very
complicated packages of sensations that are difficult to describe in afew dimensions, because
normally they are much less correlated. Therefore, we can say that consumption experiments
with goods are focused experiments, whereas the same experiment in tourism is a diffuse
experiment. Focused experiments, therefore, are those that can be described by a small
number of dimensions. Diffuse experiments, in contrast, are described by a large number of
dimensions.

This is one of the reasons why it is so difficult to make an a priori evauation of
consumption experiments. It is necessary to consider the full spectrum of dimensions to
accurately assess the quality of the experience. A (big) failure in one of the dimensions can
produce a negative result in the whole, but as we have said, the customer is normally only
capable of concentrating on a few a priori dimensions, which we shall call the motivating
dimensions. We define these dimensions as the customer’s desires or expectations when
he/she buys the hotel offer.

If the evaluation of the uncertain purchasing decision is good enough in terms of the
motivating dimensions, then the decision is made. But the result will depend on al the
dimensions. For instance, one of the typical dimensionsis esthetic or cultural. We want to see
Rome, perhaps visit the Roman remains, for historic, cultural or purely esthetic reasons,
which are the motivating dimensions. Even if we have gathered information, we may decide
to trust somebody who recommends a “nice hotel”. But the hotel may be located in a very
noisy street, and we may get a first floor room. This dimension is hardly ever considered a
priori, and yet it can spoil an otherwise pleasurable experience and create a perception of a
poor quality hotel. We shall assess this with our diagnotic tool.

5. The process dimensions of tourism

It isimportant to remember that, as we said before, traveling is displacing somebody
to a new environment. We shall attach a more precise meaning to this in the following
sections. However, the first implication is that al the body and mind support functions have
to be kept going in the new place. Life has to go on: not just life, but life as we know it.
Therefore, all of the hierarchy of human needs is represented in the result of the consumption
experiment. We hypothesize, with Mill and Morrison [6], that the dimensions of the touristic
package are the full set of criteriain the Maslow [5] hierarchy (1). We have reworded and
adapted them in the following list. This list will provide us with the main frame of the hotel

(1) Other approaches are possible. The allocentric versus psychocentric typology of people can be exploited to
list travel motivations, and has been analyzed by "[7] Psycocentric people are centered in themselves,
concerned about the small problems of one's s life. Allocentric people is one whose interest pattern are
focused on varied activities. Allocentric motivations are for example Educational motives, Genealogy,
Search for exotic, Sense of power and freedom, Gambling, friendship, sharpening perspectives, Political
motives, Vacation on second homes. Near Allocentric motivations are religious pilgrimages, sports events,
travel as challenge, Business travel, Theater tours, new life styles. Midcentric motivations are Relaxation
and pleasure, contacts with friends and relatives, Health, need for a change, escaping one's s problems,
glamour of destination, beauty appreciation, sensual indulgence, shopping, joys of transportation, pleasure
pre and post trip and family motives. Psycocentric motivations are ego enhancement and status, travel for
acceptance in society, travel as cultural norm, visiting places seen in the news, visit to amusement parks.
This classification is rather poor for the purposes of this paper.



operations. We postulate that the touristic experience results in values for all the following
criteria becoming processes to make the experience satisfactory.

Food. Whether for survival or for pleasure, a constant stream of it should be
assured at the budgeted cost.

Money. Keeping expenditures within desired limits.

Room. Quality of the accommodation, meaning sleeping and resting quarters
and all the facilities related to personal hygiene and so on.

Travel. Transportation to places.

Communication. Keeping in touch with the desired information channels,
which for many people are the information channels they use in their usual
place of residence.

Survival and safety. Related to non-existence of unwanted hazardous situations,
threats to personal safety and belongings, crime, etc.

Predictability and risk. Capability of not getting unwanted and surprising
results.

Human relationships. Contact with other people.

Wellbeing and health. Everything to do with medical care, comfort,
temperature, etc.

Leisure and entertainment. Capability of using spare time in the desired way.

Shopping and collecting. Access to local goods for economical, souvenir or
other reasons.

Esthetic. Capability of enjoying desired sensorial inputs. sights, sounds, smells,
etc.

Culture. Capability of experiencing different approaches to living.

Learning. Adding knowledge to the existing store.

The above criteria together determine the quality of the experiment of buying the
full package of impressions offered by a hotel. However, as always, the above results are not
obtained spontaneously. Many, if not all of them have to be «manufactured» or «produced»
by Operations Systems.

6. The many oper ations systems

An Operations System is characterized by the goods or servicesthat it produces. Every
operations system uses a series of operations arranged in sequence to transform a set of inputs
into the required outputs to be delivered to the customer. Each operation is performed in a way



that depends on the level of knowledge available, or on the technology used. We have described
the properties of operations systems elsewhere [8], but we would like to point out here that one
of their propertiesis breadth, i.e. the range of products or services that they deliver.

At a given stage of technological development it may be uneconomical, unfeasible
or plain crazy to use the same operating system to deliver all different types of service. For
example, in manufacturing industry some components are bought —rather than made in-
house- and integrated into the final product. Purchasing these components allows another
operations system to create the goods that are incorporated into the final product as black
boxes. Thus, supplier operations processes never interact with the final customers.

In touristic operations this is not the case. Since there are so many independent
dimensions, it is very rare for a single operations system to be capable of producing the full
spectrum of sensations. Normally, the technology available fosters the existence of a large
number of operations systems, specialized in different functions. In the tourist industry we
have the Travel System, which is further specialized according to means of travel (airlines,
railways, ships, buses, etc.), the Reception System (the system that picks visitors up at the
endpoint of the main mode of travel and delivers them to their final destination), the
Accommodation System, etc. In tourist services, because of the low correlation, we have a
large number of interacting independent operations systems.

Suppliers do not integrate, and operations systems usually belong to providers of
specialized services. In addition, all the operations systems come into contact with the
customer. Therefore, managing the global experience may mean managing several operations
systems and their interaction with the customer. Some of the systems may be very difficult to
control, in terms of the quality of service provided to the customer. However al of them
contribute to the overall experience.

Figure 1 aims to represent this situation. The figure makes a very preliminary
distinction between Hygiene Operating Systems and Upper Level (Differentiating)
Operations Systems, following the terminology proposed by Maslow [5]. We shall have to
enumerate and describe in detail all the relevant systems, distinguishing between hygiene
levels and upper or differentiating levels.

Figurel
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Operations systems can be used to obtain the desired results if you control —.e. if
you have sufficient knowledge about— their entry points (their physical location, access
codes, etc.) and their operating rules. Let us consider the communications system as an
example. Imagine that you want to use Compuserve from Ecuador. There is no phone number
in Ecuador that gives direct access to Compuserve. You have to call abroad. No entry points
in Ecuador for this system. Now you need to know the procedures for handling the
Ecuadorian phone system. The easiest one is how to dial abroad. The reader may have a hard
time trying to find out if he/she is not staying at a hotel. Four years ago, calling Europe from
China was not easy or obvious at all. Of course, you could do it, but only if you knew the
magic words that opened the system for you.

7. The hotel asthe entry point to the environment

Since we have asserted that a tourist is inserted into a «foreign» environment, we
need to characterize the environment after and before the touristic experiment. We define an
environment as a number of existing operating systems that can be assessed and used by the
environment inhabitants to get specific services. This is sometimes called the service sector
of the economy, but we lay specific emphasis on the existence of the operations systems,
rather than the services themselves. Operations systems are the relevant populators, not
services. Services may be available in an environment, but you may be unable to access them
owing to lack of information or knowledge. This is the typical situation whenever the
insertion is sudden and brief, asit typically isin tourism.

As an aside, the structure of an environment in terms of Maslow’s hierarchy is
strongly related to its degree of socia development. Socialy developed countries are
characterized by the existence of «built-in» operating systems that supply all types of
services, especialy higher up the Maslow hierarchy.

Figure 2

The environment




The above diagram depicts this situation. An individual who knows how to control
the environment can obtain the services that deliver a given package of impressions. In
general, an individua inhabiting a stable environment is capable of handling operations
systems to obtain services from various types of service provider:

—  Sdf-supplied services. Services provided by the individual him/herself.
Shaving or combing on€e’s hair, for instance.

—  Family unit supplied services. Services that can be provided economically for a
small number of closely related people, as in a family. Cooking food and
making beds are cases in point, even if some of them are further specialized in
the family unit, cooking being done by the housewife, for instance.

—  Firm supplied services. Services provided on a commercial basis, being
developed for profit and supplied through market mechanisms. Theater,
movies, etc. are examples of this type of mechanism, a very large category
indeed.

—  Public service. Large scale services, provided by the public administrations.
Safety systems, public transportation, etc. are examples of this type.

—  Societal services. Services provided by the structure of the society itself. The
web of ties that links individuals in a society provides high-level services, such
as affection, friendship, recognition, etc. You might say that the provider is
society itself, its «lore» or culture.

Now it is easy to understand the fundamental problem of the touristic experience. In
moving to a new environment one suddenly has to deal with a new set of operations
processes. If the cultural differences between the initial and the final position are dlight, the
set of processes, or rather their entry points and operating rules, will be very similar and
the individual may carry on receiving the same kind of services as before.

However, this is not usualy the case. The tourist wants —and seeks out— different
experiences from those available in his’lher normal environment. But remember that this is
normally true for the motivating dimensions, not for the other dimensions. Many tourists
want «new experiences», but superimposed on an environment as close as possible to the
familiar one. You may want to go to China to see the wonders of Beijing, but then you want
an environment that feeds you hamburgers and not Chinese food eaten with chopsticks



Figure 3. After the displacement of the individual the set of processes changes and so does their control
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Thus, to provide a satisfactory touristic experience you need to make sure that the
tourist can obtain the services he/she desires, and that he/she can use the processes that work
differently in the new environment. You can characterize the type and degree of variation in
the environment and its effect on the individual by using two simple ideas.

—  Degree of change: Defined as the number of operating systems that have to be
restored —in the sense of supplying information about their entry points- to
make the experience satisfactory. This is how hotels typically cater for their
guests: if you want a map of the place, you ask at reception and they give you
one.

—  Degree of displacement. Defined as the number of operating systems that have
to be restored in order to make the experience satisfactory —in the sense of
instructing the tourist about their rules of operation, or of providing an
interface that adapts the command structure familiar to the tourist (that of their
customary processes) to the new environment. Thisis what a guide does.

According to our research and experience, the old-fashioned conception of a hotel
was as a resting place, aroom for the night. In contrast, the modern view of a hotel stresses
other points that lead us to our fundamental hypothesis:

A hotel is essentially an entry point to a new environment. Therefore, every hotel has
to select the type of connections that it wants to provide, and how to interface them with their
prospective customers. In so doing every hotel selects a mix of operating systems to
implement, and of links to create to existing operating systems.

The less developed the place, the fewer existing operations systems there will be and
the more such systems the hotel will need to provide. Links are mainly in terms of entry
points and rules of operation.

With this main ideain mind, we are now in a position to start defining a new concept
of hotel diagnosis. We shall analyze the components and agents in the hotel structure, and
then provide the elements that can help us analyze the competitive position of the hotel.
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8. The hotel’s mission and its operational structure

In previous research it has been asserted that a hotel’s mission, and therefore its way
of competing, of being best, are very closely related to its location [3]. We argue that the
hotel’s mission is in fact related to its environment, a wider concept that includes all
the processes going on in the neighborhood of the hotel. In fact, we propose the following
scheme:

Figure4
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We can see that we have two differentiated elements. First, the external conditions,
defined by the environment and the environmental singularities. Second, the business design,
defined by the operational structure of the hotel and the links the operational structure
provides with the environment.

The conceptua approach here is similar to the conceptual framework developed in a
previous research paper [8]. In that paper we linked a company’s operational structure to the
way the company differentiates itself. We defined a number of different operational structures
for different ways of competing. In other words, we developed an approach that classifies the
operations of firms by profiles. These profiles have to match a differentiated way of
competing.

The main difference in our hotel approach is that for us the operational structure
consists of the processes the hotel itself provides and the links the hotel provides with the
processes of the environment. Thus, the operational structure of a hotel is a combination of
the profile of its own processes and the profile of the processes of the environment. Let us
analyze step by step this new vision of a hotel’s operational structure.
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First, we have the motivating dimensions that explain why the customer has come to
a specific hotel. Every hotel has a differentiated way of competing. This can be defined in
terms of the location of the hotel (conveniently located close to your business meetings and
thus providing easy access to your appointments), personalized service (The Ritz Carlton,
with its information system to ensure differentiated care for each customer’s needs), or
reliability (as in the Hiltons, where everything is aways similar, no matter what part of the
world you are in). Thus, the customer has definite motivations for selecting a hotel. The way
each hotel defines its mission is different, depending on the hotel’s structure or individuality.
Chain hotels have their mission defined by the corporate structure. Independent hotels can be
linked to one another while maintaining their separate identity. In support of the above we
can cite some of the internationally adopted classifications of hotels. For instance, City
Hotels, Beach Hotels, Ski Hotels, Spa Hotels and Roadside Hotels are all categories that have
the environmental approach outlined above.

In order to assess the customer’s motivation we need to classify the customer’s
desires. The customer only knows about the environment, or operations, that he/she has
interacted with. A process that he/she has not experienced does not exist for him/her. In more
or less the same way, the manager can only guess a the customer’s motivations and the
complete structure of the environment. The following table summarizes the situation.

Customer M anager

M otivation Knows his’her own motivations Guesses at the customer
motivations, based on
statistical evidence.

Environment Experiences the effect of part of Partially knows the structure

Ops. the environment operations of the environment

Hotel Ops. Experiences the effect of part of the Can diagnose the structure of
hotel operations its own operations

The table below shows ways to gain information, but note that the customer may
lack the motivation to do so if the first interaction is unsatisfactory.

Customer M anager

Motivation — Ask the customer

Environment Ops. |- Only based on the «stay» experiment | — Collect information

Hotel Ops. — Only based on the «stay» experiment | — Self-diagnosis

The question now is how to define the motivating dimensions for choosing a
particular hotel. We need a structure that can compare why the customer has chosen us with
what we are providing, both our internal processes and the environmental processes. The
purpose of this comparison is to find profiles that could help us assess customers met and
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unmet needs. Thus, we need to define a process structure and some variables that could help
us measure customer satisfaction/dissatisfaction. By studying the literature, paying specia
attention to the Mariott analysis published in the Cornell Quarterly [3], and using the Mill
and Robison [6] list mentioned earlier, as well as the adapted Maslow list, we have
systematized a list of processes that need to be present in any hotel structure. They are:

Food Scenery and sightseeing
Telephones, data networks Business and work

Socializing Mobility

Shopping & collecting Police and security
Universities, courses Specia target group facilities
Room Museums, festivals, exhibitions
Health & comfort Entertainment

Recreational facilities
Processes or services for diagnosing the customer’s evaluation of operations
These processes need to be analyzed according to the following three components:

- the Motivation of the customer
- the Structure of the environment
—  the Structure of the hotel’s own processes.

Each individual process will be valued according to two variables. One is the
importance or maturity of the process, the other the value provided by the process. Thus, the
motivation profile will be determined by two variables. «importance of the service» and
«importance of price». Each variable will have three possible values: Not important,
Important and Very important (for services), and Not willing to pay, Indifferent and Willing
to pay (for price). The environment and the operations will be assessed in terms of
«development» and «value». Each of these variables will also have three possible values:
Undeveloped, Developed and Very well developed (for development), and Bad, Fair and
Good (for value). The following tables summarize the values of the dimensions.

Motivation Importance of service I mportance of price
Not important Not willing to pay
Important Indifferent
Very Important Willing to pay

Environment Level of Value

and Development
Operations

Undevel oped Bad
Developed Fair
Very well developed Good

The 15 processes, each with 2 levels, provide a conceptual framework for
diagnosing the operational structure of hotels.
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9. HODIT: a diagnostic tool

This conceptual framework has been trandated into a software application called
HODIT (Hotel Operations Diagnostic Interactive Tool). HODIT helps the hotel manager
assess:

—  The expected structure of the hotel, as defined by customers’ motivations.

—  The hotel operations and their congruence with customers' motivations. A new
feature of our approach isthe linking of the hotel operations with the processes
provided by the environment.

—  Recommendations on how to adapt operations to customers expectations. In
these recommendations we apply the concept of Competitive Margin (1) as a
measure of the leeway in terms of competitive advantage that the hotel has, in
order to fulfill the expectations of future customers.

HODIT runs in a PC environment using Windows and has been written in C++. We
estimate that the time required to use the tool is 20 minutes. Both the framework and the tool
have been tested on 16 hotels in the Bulgarian Black Sea resort of Varna. This has been
accomplished with the help of research grant 94-172-R provided by the European
Commission as part of its ACE program.

Let us consider the example of a real hotel in the Varna resort area to further
understand the tool.

First step: customer motivation

The 15 processes are assigned a ranking by the decision maker. He must consider
each of the services that could lead the customer to choose the hotel, and the price/value the
customer associates with each process. In assessing value, the customer may feel that
the price of the hotel is a fair compensation for the services received as a result of these
processes, and that he/she is not willing to pay any extra money for them. Alternatively,
he/she may feel that a particular process provides extra value, and may even be willing to pay
asurchargeto enjoy it asit is.

The three levels are;

Rank the services as Give your view of the importance of price
Not Important 1. Not willing to pay

I mportant 2. Indifferent

Very important 3. Willing to pay

(1) Competitive margin is a concept developed by one of the authors. It defines the cushion that a firm has, to
be able to react to the client needs. The firm can provide more “service” to the client that he/she expects,
and has the necessary margin to react promptly to a client's more incisive demands. For instance, the
processes could be organized so that the firm can be faster in reaction time than currently necessary. This
provides a competitive cushion to reach long term competitive advantage.

(2) Helshe.
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Let us consider the example of the Bulgarian hotel. In Table 1 below we see the
manager’s evaluation of customer motivation in each process.

Table 1. Values of motivation

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Motivation

3 3 2 3 2 3 2 2 1 2 2 2 2 1 3
Motivation — Importance of Price

3 3 3 3 2 2 3 3 1 1 2 2 2 3 3

1. Food 6. Police & security 11. Shopping, collecting

2. Room 7. Socialising 12. Scenery, sightseeing

3. Mobility 8. Recreational facilities 13. Museums, festivals, exhibitions
4. Telephone, data networks 9. Specid target group facilities 14. Universities, courses

5. Hedth & comfort 10. Entertainment 15. Business & work

We can interpret this assessment of customers perceptions of importance and
associated value as follows:

—  Very important: Food (willing to pay), Room (willing to pay), Telephone &
data networks (willing to pay), Police & security (indifferent), Business &
work (willing to pay).

—  Important: Mobility (willing to pay), Heath & comfort (indifferent),
Socidlizing (willing to pay), Recreational facilities (willing to pay),
Entertainment (not willing to pay), Shopping & collecting (indifferent),
Scenery & sdgightseeing (indifferent), Museums, festivals & exhibitions
(indifferent).

— Not important: Special target group facilities (not willing to pay), Universities
& courses (not willing to pay).

This diagnosis gives us a profile of customer expectations. Now, HODIT goes on to
evaluate the processes provided by the environment and their accessibility.

Second step: environmental processes

As a second step, HODIT evaluates the processes provided by the environment and
their accessibility. Accessibility is a crucial element in diagnosing the environment. For
instance, we might have an airport close by, but the road may be in very bad condition, so we
have to use ariverboat to get there. Thisis not an easily accessible process. The hotel has to
evaluate its environment accessibility in order to evaluate the environment what offers to its
customers.
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Accessibility is defined by 3 values: 0, 0.5 and 1 (bad accessibility, fair accessibility,
good accessihility). To define the overall profile of the environment, the evaluation of
accessibility needs to be combined with an evaluation of the environment processes. We do
this by combining the environment profile with the accessibility values. HODIT does this by
simply multiplying the two values.

LEVEL VALUE Accessibility
— Undeveloped 1. Bad 0Bad

— Developed 2. Fair 0.5 Fair

— Very well developed 3. Good 1 Good

Table 2. Environment and accessibility profile

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Motivation — Level

2 2 1 2 1 1 1 1 1 2 3 1 3 1 2
Environment — Value

5 5 5 5 5 5 5 5 5 5 5 5 5 5 5
Environment — Accessibility

2 2 2 2 2 2 2 2 2 2 2 2 2 2 2

1. Food 6. Police & security 11. Shopping, collecting

2. Room 7. Socialising 12. Scenery, sightseeing

3. Mohility 8. Recreational facilities 13. Museums, festivals, exhibitions
4. Telephone, data networks 9. Specid target group facilities 14. Universities, courses

5. Hedth & comfort 10. Entertainment 15. Business & work

Let us take an example of the profile provided in Table 2. The «Food» process is
«developed» (level 2) in the environment, has a «fair» value (level 2) and «fair» accessibility
(0.5). In contrast, the «recreational facilities» process is «undeveloped», with only «fair»
value and «fair» accessibility.

Once the environment profile has been determined, HODIT moves on to the next
step, which is an evaluation of the internal processes of the hotel operations.

Third step: hotel operations
For the operations in the hotel we use the same three levels as before, plus the value

perceived by the customer as a result of hig/her interaction with each process. The customer
«experiences» the processes and should be able to assign them avalue.

LEVEL VALUE
— Undeveloped 1. Bad
— Developed 2. Fair

— Very well developed 3. Good
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Table 3. The values of the operations profile

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Operations — Level

3 3 2 3 2 2 2 2 1 2 3 1 2 1 2
Operations — Value

2 2 2 2 2 2 2 2 2 2 2 2 2 2 2
1. Food 6. Police & security 11. Shopping, collecting
2. Room 7. Socialising 12. Scenery, sightseeing
3. Mobhility 8. Recreationa facilities 13. Museums, festivals, exhibitions
4. Telephone, data networks 9. Special target group facilities 14. Universities, courses
5. Hedth & comfort 10. Entertainment 15. Business & work

For instance, the «Food» process is «very well developed», but its value is merely
«fair». In contrast, the «Specia group facilities» process is «undeveloped» and is valued
as «fair».

This step concludes HODIT's data-gathering. Now, the hotel manager can move on
to the diagnosis stage, which is also represented by a set of profiles.

The Profiles

HODIT transforms the data and provides evaluation information.

Figure5. Initial Profiles
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All the data collected in the three previous steps are organized in profiles. Figure 5
shows the 3 profiles for the example. This helps the manager gain a quick overview of the
situation of the hotel operations.

To do so, the environment profile is combined with the accessibility profile to give
an evaluation of the external offer. Then, the external offer is combined with the hotel’s own
operations profile (the higher of the two values is taken as the combined profile). The net
result is the global operations profile that the hotel offers to the customer. Figure 6 shows the
fina profile that combines the hotel processes with the environment processes.

Figure 6. Combined Offer Profile
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Thefinal step isto compare the customer motivation with reality as measured by the
above combined profile. Figure 7 shows the comparison. Customer motivation is shown in
red and the operations profile in blue. There are clearly some discrepancies. In some
processes the hotel offers more that its customers expect, which gives the hotel an added
advantage, which we call its «competitive margin». In others, it fails to meet customers
initial motivations (expectations).

Figure 7. Customer motivation and the combined offer
(operations and environment profiles combined)
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HODIT provides alist of the processes that meet customers’ expectations, those that
exceed them, and those that do not reach the required level.

Competitiveness of the hotel processes

Subsequently, HODIT provides a competitive position matrix of the hotel processes.
This matrix is defined by two variables:

- Customers’ willingness to pay for each process.
- Customers’ ranking for each process.

In Figure 8 we can see an example for the Bulgarian hotel. Being color coded, we
can immediately identify the processes that customers consider very important but are not
willing to pay extrafor.

On the other hand, there are processes that the hotel does not provide but that the
customer values and iswilling to pay for. HODIT takes a visual approach. For instance, if we
click on one of the rectangles, the software provides information about the process. This
helps the hotel manager to rapidly detect the value of each process.

If customers are not willing to pay extra for the process, it should be included in the
total cost of the hotel stay, and thus we can clearly define it as a «hygiene process». If
customers are willing to pay extra, it is because they regard it as a differenting asset of the
hotel, and therefore we can classify it as a «differentiating process». Note that this can vary
tremendously, depending on the environment. A customer might find hygiene in eating a beef
hamburger in the US, and competitive advantage in doing so in India. Again, the environment
and the cultural differences play a crucia role in customer perceptions of a hotel’s
differentiating position. It is well known that US citizens traveling in foreign countries tend
to go to US chains because they know they will find their usual pattern of living. Europeans
also know this and, when in doubt, may choose the American way of life.

Figure 8. The competitive position matrix of the Bulgarian hotel
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Action plan
The final window that HODIT shows gives the hotel manager three recommendations:

— The processes that need to be developed
— The processes that need to be maintained
— The processes that provide a competitive cushion.

A short-range action plan should concentrate on acting upon each process that needs
to be modified.

10. Conclusions

This paper has presented a conceptual framework for analyzing the operations
system of a hotel. This framework has been applied in several hotelsin Bulgaria and has been
trandated into a software tool. It received a very positive response in the pilot testing. Its
main value was the simplicity of the conceptual framework behind it. The hoteliers found it
user-friendly and capable of providing immediate feedback. One of the most relevant issues
discussed in the Black Sea workshop was the competitive cushion (margin) that each hotel
had and how this could provide added advantage in the privatization process. The hygiene
elements were also discussed in depth. The new motivation profile of the hotels' customers
was one of the main relevant factors. the hotels had come into contact with European tour
operators and the hygiene conditions required by their new customers were somewhat
different from those required by their previous customers. The importance of the competitive
cushion was greatly discussed, as some hotels had been able to react promptly to new
customer demands thanks to the existence of this cushion.

References

1. Britan, G. & M. Lojo, «A framework for analyzing service operations», European
Management Journal, Vol. 11, n° 3, September 1993.

2. Britan, G. & M. Lojo, «A framework for analyzing the quality of the customer interface»,

European Management Journal, Vol. 11, n° 4, December 1993.

Green, P, D. Shifflet and M. Scarbrough, «Courtyard by Mariott: Designing a Hotel

Facility with Consumer-Based Marketing Models», Interfaces, 19:1, January-February

1989, pp. 25-47.

Heskett, J.L., W.E. Sasser and C.W. Hart, Service Breakthroughs:. Changing the Rules of

the Game, Macmillan 1990.

Maslow, A.H., «Theory of Motivation», Psychology Review, N° 50, 1943, pp. 370-396.

Mill, R.C and A.M. Morrison, The Tourism System. An Introductory Text, Prentice Hall,

Inc., Englewood Cliffs, NJ, 1985.

Plog, S.C., «Why Destination Areas Rise and Fall in Popularity», The Cornell Hotel and

Restaurant Administration Quarterly (1974).

Riverola, J. & B. Mufoz-Seca, «Strategic Design of Operations. A Model and a

Methodology», |ESE Research Paper n° 205.

Schneider, B. and D.E. Bowen, Winning the Service Game, Harvard Business School

Press, Boston, 1995.

N oo A~ 0 W

© ©©



20

|ESE
DOCUMENTOS DE INVESTIGACION - RESEARCH PAPERS

No. TITULO AUTOR

D/ 321 Universal Banks: The need for corporate renewal. Canals J.
July 1996, 31 Pages

D/ 322 Las empresas familiares de gran tamario del sector espariol de Gallo M.A.
alimentacion y bebidas. Cappuyns K.
Julio 1996, 37 Pags. Vilaseca A.

D/ 323 Lainfraestructura ética del mercado en los paises poscomunistas. Argandofia A.
Un enfoque sistémico desde la experiencia de las economias
occidentales.
Julio 1996, 22 P&gs.

D/ 324 Laeconomiay lateoria de la accion humana. Argandofia A.
Julio 1996, 18 Péags.

D/ 324 Economics and the theory of human behaviour. Argandofia A.

BIS July 1996, 18 Pages

D/ 325 Los factores determinantes en la politica de cobertura de las RahnemaA.
empresas europeas.
Septiembre 1996, 56 Pags.

D/ 326 The 1996 ICC report on extortion and bribery in business Argandofia A.
transactions.
October 1996, 17 Pages

D/ 327 Meora éticade directivos y empleados: ¢Qué puede hacer €l MeléD.
gobierno de la empresa?
Octubre 1996, 13 Péags.

D/ 328 Network Analysis and Corporate Alliances. Garcia Pont C.
October 1996, 30 Pages

D/ 329 El comportamiento cooperativo en los acuerdos de colaboracion Arifio A.

inter-empresarial en el sector espaiiol de servicios financieros: Una

perspectiva economico-relacional.
Octubre 1996, 35 Pags.



21

|ESE
DOCUMENTOS DE INVESTIGACION - RESEARCH PAPERS

No. TITULO AUTOR

D/ 330 Estrategia medioambiental: Andlisis de los principales factores y Rodriguez M.A.
fuerzas medioambientales. Ricart J.E.
Noviembre 1996, 39 Pags.

D/ 331 Aspectos distintivos del «brand equity» en marcas percibidas Garolera J.
como localesy como globales.
Enero 1997, 211 Pags.

D/332 El Estado y la prestacién de servicios publicos: El caso de las Gua J.
telecomunicaciones
Enero 1997, 23 Pags.

D/333 El estado del bienestar: ¢Crisis econOmica o crisis ética? Argandofia A.
Enero 1997, 105 P&ags.

D/334 Buy out con participacion de socio financiero. Un andlisis de la Tapies J.
situacion espariola. 1989-1995.
Enero 1997, 105 Pags.

D/335 Estrategia medioambiental: Modelo para el posicionamiento Ricart J.E.
estratégico y mejora del rendimiento medioambiental. Rodriguez M.A.
Febrero 1997, 39 Pags.

D/ 336 Partener selection and trust building in Western European - Russian Arifio A.
joint venture: A western perspective.
February 1996, 23 Pages

D/ 337 Unavision econdmica de la pobrezay marginacién en Catalufia. Argandofia A.
Febrero 1997, 25 Pags.

D/ 338 What is an efficient capital market for a medium-sized company? Santoma J.
April, 1997. Sebastian A.

Suarez JL.

D/ 339 Lamotivacion en los trabajadores cedidos a través de una empresa Suérez E.

de trabajo temporal. Pin JR.
Huertas F.

Sanchez E.



