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[English Answers]
Threat from potential new entrants: relatively low barrier for budget hotels
entering, relatively high return on investment, ‘so the threats from potential new
entrants are high.
Bargaining power of suppliers: many budget hotels purchase by batch, the purchase
quantities account for a large percentage of quantities supplied, moreover in order
to reduce the cost, the imported equipments would not be accepted. In addition, many
hotels has been set up by renting factory plant, warehouse or office building, the
rental paid is far lower than normal market level. It indicates that the bargaining
power of the supplier is relatively low.
Bargaining power of customers: there are many brands of budget hotels, the degree
of differentiation is low, customers have more choices, which indicates that the
bargaining power of customers is high.
Threats from substitutes: hotels with high stars attract customers at low price in
of f—peak period, social hotels and hostels also attract a large number of low salary
passengers, which indicates that the threat from substitutes is high.
Competition between existing companies: Ibis still make independent investments in
development of domestic stores, other hotels focus more on franchising, and
considered it as the primary way for development, which results in competitive
pressure. There are lots of economy hotel brands with low differentiation ‘degree
among each. other. (5%)
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