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A Case Study of the Diversification Strategy of Hot Spring Hotel
Industry in Taiwan Area

Chih-Chia Chen
Shih-Chieh Fang
National Cheng Kung University
Department of Business Administration

SUMMARY

The research studies the diversification strategy of hot spring hotel industry in Taiwan area. In recent
years, the domestic hot spring tours have become very popular , and the industry of hot spring hotel
stands in great numbers around in Taiwan. But in the meantime, the hot spring hotel have some
operational difficulties, including narrow modes of operation, industries with high homogeneity,
seasonal factors affecting travelers’ willingness, and the risk of traffic disruption. Therefore, this study
is based on the diversification strategy and core competence and looks into the individual case to find
out how to overcome the financial difficulties of the industry and to enhance brand image and

awareness.

The research is based on case study method to discuss and analyze the course of the individual case’s
diversification. The result indicates that the key success factors of diversification is based on
establishment of core competencies ; therefore the company is able to exert the effects of uniqueness,
collectiveness, strategic flexibility and value. It also can ensure that the advantages of accessing the
new industrial areas and reduce the risk of failure. According to the conclusions of this study, the
author provides proposals of diversification strategy and establishment of core competencies for the
case company and the other hot spring hotels as the reference of company’s diversification

development in the future.

Key words : diversification, core competencies, the hot spring hotel

INTRODUCTION




The industry of hot spring hotel has stood in great numbers around in Taiwan in recent years, in the
meantime, it also brings some problems of operational difficulties, including narrow modes of
operation, industries with high homogeneity, seasonal factors affecting travelers’ willingness, and the
risk of traffic disruption. Therefore, this research is based on the diversification strategy and core
competence and looks into the individual case to find out how to overcome the financial difficulties of
the industry and to enhance brand image and awareness. The result indicates that the key success factor
of diversification is based on establishment of core competencies. The firms are those that have
diversified around a set of core competencies that are specialized enough to confer a meaningful

competitive advantage in an industry.

MATERIALS AND METHODS

As the previous section illustrates, there was a research imperative to explore the role of core
competency concepts within the industry of hot spring hotel and develop diversification strategy
management. The aim of this study was to investigate the course of the case company’s diversification
strategy management. The two research questions below formed the basis for advancing this aim.

(1) Why does the case company need to build core competency and how to build it.

(2) How does the case company use the core competency to develop diversification strategy

management.

This study was decided to conduct the research using qualitative research techniques. And it is based on
case study method to discuss and analyze the course of the individual case’s diversification. It verifies
them by using the methods of in-depth interview; the objects of interviewees are the case company,
industry expert and academia. The reason for including the industry expert and the academia was to

have an insight into how much the perspectives differed regarding competencies.

The data collection comprised a case company tour to observe the process and obtain a better
understanding of the company. The research used a semi-structured interview session that was closely
related to addressing the research questions. A main feature of the interviews was open questioning.
The researcher inquired relevant questions in such a way as not to allude to an answer or bias
respondents’ answers. Furthermore, this research also use a lot of secondary data, including
organisational papers, literature reviews, case studies, and reports. The secondary data is about

Taiwan's hot springs, Taiwan hot spring industry overview and global hot spring industry.

The data from semi-structured interviews was analysed using ‘analytic induction’. Relevant units of

meaning were extracted from each session. These units were in the form of words, quotes, incidents



and examples. Then these units were clustered into themes, which were referenced again from the

literature review.

RESULTS AND DISCUSSION

After the interviewing, the result of the in-depth interview about e the case company, industry expert
and academia draws inferences these results. Firms developing a strategy of related diversification built
around a set of core competencies in their basic activities have been found to be generally more
successful and more profitable than firms that pursue a strategy of unrelated diversification. That’s
because firms developing a strategy of related diversification is based on a set of core competencies,
and demonstrate its flexibility and scalability into other industries. Then firms are specialized enough to
supply a meaningful competitive advantage in an entry industry, and are suitable enough to be
advantageously exploited across several others. Furthermore, firms continuously learn experience in

corporate management and strengthen core competencies during diversification.

CONCLUSION

This study aimed to explore the domestic hot springs hotel industry diversification strategy through
analyzing the course of the case company's diversification into the cosmetics industry and the
establishment of core competencies in the process. The research considered that firms’ diversification
strategy should be based on core competencies, and established a link with the entry industry. Firms
should have regard for their own resources, environmental factors changing, problems encountered to
adjust the diversification strategy and strengthen core competencies continuously. Then they can attain

originally set target.
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SRR B FR R o BMF AT R A
(=)  H - %7%(Single business) : % 95% x> k p H - o
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