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Foreword

As chairman of the Joint Advisory Board of the Cornell Nanyang
Institute of Hospitality Management (CNI), I am pleased that this
invaluable resource of reference and insightful compendium on the
hospitality industry in Asia is being published. This book, Strategic
Hospitality Leadership: The Asian Initiative, has been assembled from
the vast years of experiences by entrepreneurs and senior executives
in the hospitality industry in Asia. The common thread in the book in
terms of the contributors comes from the fact that they are the Cornell
University’s School of Hotel Administration’s alumni, the CNI faculty,
and members of its Joint Advisory Board. Their varied backgrounds and
profound appreciation of the complexities in building enterprises from
the ground up, or expanding an on-going business organization, are the
types of firsthand knowledge and perspective that would be beneficial,
informative, and inspirational to industry veterans and students alike.
In recent times, a critical factor inherent in the business cycles
was the unanticipated global economic tsunami that began in the third
quarter of 2008 and could continue through to at least the first half of 2010
before economic normalcy will hopefully return. Thus, the underpinning
fundamentals of the trade and the skill sets that are needed in addressing
these challenges are called into acute focus and usage, especially during
such times of crises. The stage that was being readied for steady growth
in the hospitality industry in the Asia-Pacific region began in the after-
math of the easing of geopolitical and military tensions. China, formerly an
inward-looking, central kingdom of centuries-long dynastic rule, became a
new nation in 1949. After going through its own Civil War, confrontations
and wars in Korea and Vietnam, and its own Cultural Revolution in the
late 1960s, it finally opened its doors to the Western world in 1978. It did
this through ping-pong diplomacy, barter trade, international commerce,
and a momentous leap into the international tourism fraternity with

vii



viii  FOREWORD

exponential growth in developing infrastructure, hotels, and other
hospitality-related establishments.

After World War 11, the conclusion of years of Cold War in Europe,
the collapse of the Eastern Bloc of European nations, and the easing
of tensions in the Asian-Pacific theater, chilly relations made way for
a global community of tourism. By this process, doors were opened
through diplomacy and friendship, which ultimately also paved the
way for mutual trade, commerce, and investments. Organizations such
as the International Air Transport Association (IATA), American Society
of Travel Agents (ASTA), Pacific Asia Travel Association (PATA), and
others furthered the means for promoting inbound and outbound
tourism and travel.

Newly reinvigorated sovereign nations began in earnest master
planning with determination and pragmatism through capital-intensive
investments in infrastructure and tourist promotions. The progress
began to show results in the late 1950s and early 1960s, with the lead
taken by international airlines and hotel corporations. These included
Inter-Continental, Hilton, Western International (now Westin and part
of Starwood), Sheraton (also of Starwood), Hyatt, Marriott, Accor, Four
Seasons, Kempinski, Choice, Best Western, and others. Regional hotel
brands such as the Peninsula, Mandarin Oriental, Shangri-La, Taj, Jin
Jiang, Prince, Dusit Thani, Pan Pacific, and others were also making
their geographical inroads in diverse locations on the world map. Each
international hotel company over time has brought to bear a vigorous
multibranding strategy with the addition of new brands that continue
to be implemented globally. These included Ritz-Carlton, St. Regis,
Novotel, ibis, Courtyard by Marriott, W, Traders, and others.

As you may be aware, CNI is an educational initiative formed
by the Singapore government through the auspices of the Singapore
Tourism Board and the Economic Development Board, thus enabling
the Nanyang Business School of Nanyang Technological University to
be in a joint venture with the School of Hotel Administration of
Cornell University. With a full understanding of the heightened need
to meet the demand for the recruitment and training of qualified staff
and senior managers for the present and the future, Singapore’s primary
objective is to achieve strategic positioning in hospitality education in
Asia-Pacific. The two integrated resorts, which opened in 2010, are the
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fulfillment of the tourism mission under the Singapore government’s
pragmatic national planning.

Sovereign nations, multinational hotel and restaurant corporations,
commercial enterprises, individual entrepreneurs, and executives all
share a vision and passion for taking an active part in assuming finan-
cial risks and playing different roles or support staff in any capacity.
The growth for the future, though interrupted for the time being by the
economic downturn, does portend promise, fun, and excitement. Yet
financial return is never assured!

I hope you will enjoy and benefit much from reading this first CNI-
produced book on strategic hospitality leadership in Asia.

Michael W.N. Chiu

Chairman, Joint Advisory Board of the
Cornell-Nanyang Institute of
Hospitality Management

July 2010






Preface

Doing business in the tourism and hospitality scene in Asia can be very
interesting and potentially rewarding. The dynamic environment is
fueled by escalating affluence, greater sophistication, improving infra-
structure, better education, and a more welcoming climate for both
local and foreign companies.

Indeed, Asia is a very attractive region for business because of its
sheer market size. It is a huge continent comprising 3.8 billion people,
about 56.3 percent of the world’s population, according to World Bank
figures. However, in this book when we refer to Asia, we are focusing
our discussions on East Asia and Southeast Asia, which has 3.2 billion
of the world’s population. With such a large population base and promis-
ing economies, the potential for growth in the tourism and hospitality
business is enormous. The rise in tourism and hospitality expenditures
comes not only from Western tourists and businessmen but also from the
growing number of affluent Asian tourists and entrepreneurs. Including
Australia and New Zealand, the Asia-Pacific tourism industry is booming
and is expected to grow by 6.5 percent annually over the next 15 years,
according to the United Nations World Tourism Organization. Current
trends show that the Asia-Pacific region will continue to have the great-
est growth potential for the hospitality industry.

However, doing business in the tourism and hospitality arena in
Asia also poses many challenges. These include meeting obstacles such
as diverse and multifaceted regulatory environments; variations in the
business climate; multiple cultural, religious, and social values; varied
political climates; and vast differences in business practices in Asia.
These factors can make or break tourism and hospitality ventures in
Asia that are trying either to start sowing the seeds or spreading the
growth of their enterprises.

Not many books have been written on the hospitality business in
Asia. This is where this book, Strategic Hospitality Leadership: The Asian
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Initiative, can make a useful contribution, as its contents provide the
first specialized approach to the business of hospitality in Asia.

The book’s key aim is to help current and future leaders address
major issues that are being and will continue to be confronted in the
hospitality industry in Asia through the insights of top executives who
have been successful in this region of the world. Other aims are to
increase the success of new entrants into Asia and to provide readers
with the collective wisdom of our authors on a range of topics. These
strategic topics include brand management, strategic direction, service,
marketing, human resource, crisis management, business growth, lead-
ership, portfolio management, best practices, and development.

We would like to thank the authors who are all alumni, board
members, and faculty of the Cornell University’s School of Hotel Admin-
istration (the only Ivy League hotel school) and the Cornell-Nanyang
Institute of Hospitality Management (CNI). These authors include chief
executives and senior management of hotels and resorts, serviced apart-
ments, restaurants, and food and beverage groups. They have kindly
agreed to share their stories as highly successful top executives and
entrepreneurs, who have effectively overcome the challenges of doing
business in Asia.

We are also grateful for the support of the Joint Advisory Board
of CNI, which aims to develop and disseminate best practices in
hospitality management. CNI is an alliance between Cornell University’s
School of Hotel Administration and the Nanyang Technological
University’s Nanyang Business School. This alliance brings together the
world’s leading hotel-management school and one of Asia’s elite busi-
ness schools. We would also like to express our appreciation to Tong
Suit Chee, a writer and editor who has provided invaluable editorial
advice and support in making this book a reality.

Last but not least, we are also grateful to the publisher, John Wiley,
and its editorial and publishing teams for their great assistance in pub-
lishing this book, and for their kind generosity in allowing the proceeds
from sales of this book to go to a CNI scholarship fund.

It is our hope that this book can make a positive impact on the
development of the hospitality industry by being a catalyst for better
business management and enhanced management practices. We also
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hope that you will enjoy the invaluable insights and hard-earned lead-
ership lessons from the various contributors in the hospitality industry
in Asia.

Dr. Russell Arthur Smith

Interim Dean, Cornell-Nanyang Institute of
Hospitality Management,

Nanyang Technological University

Dr. Judy Ann Siguaw
Dean, College of Human Ecology,
East Carolina University

Editors
July 2010
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PURSUING THE RIGHT
STRATEGIC DIRECTION

By Baron R. Ah Moo

Introduction

Strategic direction is defined as the course of action that leads to the
achievement of the goals of an organization’s strategy.

Carter McNamara, in an article “Strategic Planning (in nonprofit
or for-profit organizations)” from the book Field Guide to Nonprofit
Strategic Planning Facilitation (McNamara 2007), points out that stra-
tegic planning determines where an organization is going over the next
year or more, how it is going to get there, and how it will know if it got
there or not. A strategic plan’s focus is usually on the entire organiza-
tion, while a business plan’s focus is usually on a particular product,
service, or program.

The author said that there are a variety of perspectives, models, and
approaches used in strategic planning. The way that a strategic plan is
developed depends on the nature of the organization’s leadership, culture
of the organization, complexity of the organization’s environment, size of
the organization, and expertise of the planners. For example, there are a
variety of strategic planning models, including goals-based, issues-based,
organic, scenario, and others.

Goals-based planning is probably the most common and starts
with focus on the organization’s mission (and vision and/or values),
goals to work toward the mission, strategies to achieve the goals, and
action planning. Issues-based strategic planning often starts by exam-
ining issues facing the organization, strategies to address these issues,
and action plans. Organic strategic planning might start by articulating
the organization’s vision and values, and then, action plans to achieve
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the vision while adhering to these values. Some plans are scoped to one
year, many to three years, and some to five to 10 years into the future.

Quite often, an organization’s strategic planners already know much
of what will go into a strategic plan. However, development of the
strategic plan greatly helps to clarify the organization’s plans and ensure
that key leaders are all “on the same page.” Far more important than
the strategic plan document is the strategic planning process itself.

According to Carter McNamara, the purposes and benefits of strate-
gic planning serve a variety of purposes in an organization including to
clearly define the organization’s purpose and establish realistic goals and
objectives consistent with that mission in a defined time frame within
the organization’s capacity for implementation; communicate those goals
and objectives to the organization’s constituents; and develop a sense of
ownership of the plan. Strategic planning ensures the most effective use is
made of the organization’s resources by focusing the resources on the key
priorities. It also provides a base from which progress can be measured,
and establishes a mechanism for informed change when needed.

It also brings together everyone’s best and most reasoned efforts,
which have value in building a consensus about where an organization
is going; providing a clearer focus of an organization, thus producing
more efficiency and effectiveness; and bridging and building strong
teams within the board and the staff. Strategic planning provides the
glue that keeps the board together; produces great satisfaction among
planners around a common vision; and increases productivity from
increased efficiency and effectiveness. Last but not least, it helps to
solve major problems.

This chapter will discuss the development and market potential of
tourism accommodation in Vietnam, and use a case study of Indochina
Hotels and Resorts (IHR) focusing on how the company develops its
strategic direction, and the issues and challenges faced in doing so. It
concludes by offering some tips learned from IHR’s experience for those
who are interested in developing tourism projects in Vietnam.

Development of Tourism
Accommodation in Vietnam

According to the World Travel & Tourism Council, Vietnam is the sixth
fastest-growing tourism destination in the world, experiencing double-
digit growth in international tourist arrivals year-over-year, and growing
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at 8.5 percent annually. The travel and tourism industry throughout
Southeast Asia, of which Vietnam is a part, is growing at 6.5 percent
per annum, positioning the region as one of the strongest performing
destination markets in the world.

Indeed, tourism is important to Vietnam’s economy. The major
driver to this has been the doi moi, or open-door policy. According to
Wantanee Suntikul, Richard Butler, and David Airey in their article
“A Periodization of the Development of Vietnam’s Tourism Accom-
modation since the Open Door Policy” (2008), the Vietnamese
Congress introduced in 1986 the doi moi or “renovation” program of
political and economic reforms.

The reforms promoted the role of the private sector in the economy
and centralized aspects of governance and planning. State and privately
owned industries could trade directly with foreign organizations.

Prior to doi moi, the then existing supply of tourist accommodation
did not meet international standards. The hotels provided basic accom-
modation and food service without appropriate leisure and entertain-
ment facilities.

The beginning of the open-door policy brought in a new era for the
development of international standard lodgings and facilities for tour-
ists. According to Wantanee Suntikul, Richard Butler, and David Airey
(2008), there are five periods, which are outlined below:

Period 1: 1986-Early 1990: Period of State Dominance and the First
Joint Ventures

Most tourists to Vietnam, who came from other Communist coun-
tries, accepted a basic standard of accommodation and services. The
Vietnamese government and its agencies owned and operated most of
the hotels.

Period 2: 1990-1994: Rise of Joint Venture Hotels

The Vietnamese government gave up its monopoly, and allowed
private and foreign investors to develop hotels for tourists. There
was a shortage of international standard hotels and guest rooms,
which foreign joint-venture investors sought to address, especially
in major Vietnamese cities such as Ho Chi Minh City and Hanoi.

Period 3: 1995-1996: Reaction of State Hotels

The existing hotels had to compete with the new joint-venture
hotels. They found that they were unable to meet the demands of
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tourists from developed countries and had to therefore change their
management practices and become much more service-oriented.

Period 4: 1996-1999: Oversupply and Falling Demand

In the mid-1990s, high demand for high-quality hotel rooms resulted
in an occupancy rate of 85-90 percent in Hanoi. However, this
changed with the government’s xenophobic “social evils” campaign,
few repeat visitors, visa policy issues, and the Asian economic crisis.
Tourist arrivals to Vietnam fell. During this period, many new joint
venture hotels opened, leading to an oversupply of guest rooms, thus
resulting in a fall in occupancy and room rates.

Period 5: 1999—Present

The changes of the earlier period gave Vietnam greater tourist
accessibility, thus encouraging more tourists to visit the country.
The tourism market in Vietnam is now much more open and
competitive for both foreign and domestic investors and operators
of hotels.

As a result, Vietnam’s tourism industry has experienced a period
of meteoric growth in recent years. The success in tourism can be seen
in the jump in tourist arrivals, tourism earnings, and number of jobs
created. The number of foreign tourists visiting the country grew
from 92,500 in 1988 to 3,583,486 in 20006, according to the Vietnam
National Administration of Tourism (VNAT) 2007 statistics. A 2001
estimate stated the nation’s earnings from tourism as US$2.6 billion. In
2006, there were 234,000 people employed directly in tourism jobs and
510,000 whose jobs indirectly depended on tourism. In 2008, tourism in
Vietnam accounted for 11 percent of the total employment of the country
and contributed US$4.5 billion to the gross domestic product (GDP).

According to World Travel & Tourism Council and Oxford
Economic Forecasting, Vietnam’s tourism sector is expected to
experience the sixth-highest growth rate of countries in the world
between 2007 and 2016 (“Vietnam’s tourism grows” 2006). Aside
from this quantifiable growth, tourism in Vietnam also continues
to change in character with new tourism niches, new types of tour-
ism attractions and enterprises, and new kinds of tourists appearing
since 1986.
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According to Wantanee Suntikul, Richard Butler, and David Airey, the
joint-venture accommodation sector continues to expand. Despite
the growth of foreign direct investments in the accommodation sector,
most new hotels developed in Vietnam are state-owned, often as joint
ventures with foreign investors. In the majority of cases, especially in
cities, the hotels are owned by, and provide a major source of income
for city and provincial tourism bodies. Sixty percent of the one- to five-
star grade hotels and 65 percent of all hotel rooms in Vietnam belonged
to state-owned enterprises in 2001. The owning state bodies ranged
from national ministries to district and commune-level agencies. The
predominance of state ownership of hotels has been seen as a mecha-
nism of built-in government regulation in the accommodation industry.

However, the diffusion of control over different levels and bodies
of government mitigates the effectiveness and homogeneity of policies
that was possible within the former centrally controlled market.

A continuation of dual private and public ownership was endorsed
in the Revised National Tourism Plan for Vietnam 2001-2010 Draft
Report, which also called for a careful thinking-through of privatiza-
tion, including the establishment of requisite regulatory systems and
bodies. However, the same report also mentioned other modes of
wholly private, wholly state, or public and private ownership, includ-
ing the equitization of state enterprises by the sale of shares; the sale or
transfer of some entire state-owned enterprises to private interests; the
liquidation of nonperforming state-owned enterprises; and the restruc-
turing of remaining government enterprises to enhance their autonomy
and accountability (VNAT 2001, pp. 159).

To sum up, the opening of Vietnam’s tourism accommodation mar-
ket to foreign direct investment and domestic private entrepreneurs
has brought about competition, consolidation, and differentiation in
the accommodation sector that was absent under the previous state
monopoly. A more intensively trained workforce and an orientation
toward customer-responsiveness are required to serve this more differ-
entiated and discerning market, and Vietnam’s accommodation provid-
ers are increasingly concerned with meeting international standards.



