ISHC Names Top Ten Issues to Be Faced In 2001





by Bob Patterson, Chairman of ISHC’s Research Committee





The International Society of Hospitality Consultants encompasses 165 professionals operating out of 23 countries, each week in touch with the concerns and opportunities of thousands of clients.  The Society believes this collective feel for the business is a powerful resource, and annually sets out to mine it for the industry.  We ask all ISHC members to nominate issues they think are formative for the health of lodging and hospitality businesses in the year ahead.  Those who nominate issues supply brief statements of their underlying rationale.  Then our research committee (the same folks who brought you CapEx and the newly released CapEx2000) polls Society members’ votes for the top ten.





By comparing lists year to year, industry stakeholders can see issues emerging in importance, others receding by virtue of being addressed or being supplanted.  This year, there is a remarkable stability in the list, perhaps a sign that these are rock bottom issues in a maturing industry facing somewhat slowing growth.  Whatever, here are ISHC’s Top Ten to keep your eye on in 2001.





#1.	Finding, selecting, motivating and retaining capable employees (#2 last year)


	With unemployment at or near all-time lows, the people in management and hourly pools from which we draw have many option for employment.  If we compete for them as we have in the past, i.e., if we do not improve the appeal and rewards of our industry, we are increasingly going to be depending on employees who can’t or won’t deliver the level of service and hospitality we promise.  The company that develops new, superior approaches will, over time, develop a significant competitive advantage over those who continue to recruit, train and compensate as they always have.  





#2	E-commerce impacts on hospitality (#1 ly)


	What kind of property organization and personnel will be required to succeed in e-hospitality?  How does the typical hotel operator get involved and actively market their hotel for optimal benefit?  Will e-commerce enable greater hospitality or accelerate a trend toward price-driven commodity lodging?  Can e-service be used to improve responsiveness to individual guests?  To increase revenues?  What sort of re-structuring of marketing resources and career paths must come about to take advantage of e-commerce? 





#3	Determining optimal investment in technology (#4 ly)


	Under-investment in technology may result in lagging competitors in terms of service and productivity.  Over-investment, on the other hand, may result in having obsolete technology before achieving satisfactory financial return.  An important prerequisite to making the right decision is being informed of the state-of-art in various areas of technology, and of the options one faces.  With the speed of change, with emergence of applications providers, staying informed is itself is a major challenge.  





#4	Brand impact as hotel companies become increasingly multi-branded (new)


	As markets become saturated and hotel companies seek new development opportunities for themselves and their franchisees, the classic issue of impact takes on new dimensions.  Multiple brands are now being consolidated under the same corporate and marketing support structures, and new brands being introduced at increasing pace.  How will existing franchisees be handled; how will cross-brand impact be measured; how will existing territorial protections be preserved?  Will franchisees be ensured that their rights and benefits are protected from corporate cannibalization? 





#5	Management contracts: implications of the role of operator as fiduciary (#7 ly)


	The impact of the Woodley Road jury decision has far-reaching implications on existing s well as proposed management contract relationships between owner and operator.  The jury found that the operator’s acceptance of earned discounts, rebates and other vendor considerations constituted “kick-backs” and “commercial bribes”, and were a breach of operator’s fiduciary duty.  What other “duties” will operators have to shoulder? 





#6	Providing effective incentives to retain employees (new)


	In this tight employment market, good employees are frequently receiving attractive offers from competitors, usually unsolicited.  How good do incentives have to be for staying put, and what form should they take?  What are successful retention models; what is the glue that binds?  





#7	Value: guest service slips while room rates rise (#3 ly)


	The hotel industry has now enjoyed room rate increases greater than inflation every year since the early ‘90’s.  Guests recognize this, and might be more tolerant if the level and quality of service had increased commensurately. Has the pendulum swung to far toward revenue management and cost control, and too far away from hosting and service?  Many guests feel they are being offered fewer services of lesser quality for a higher price.  This has certainly happened with our airline partners; how do we hoteliers avoid that perception? 





#8	Making sure guests feel valued and not preyed upon(#8 ly)


	In many hospitality companies, creative revenue generation now holds more sway than guest services.  Inventive new charges are being added to folios, making some guests feeling “nickel-dimed” on petty matters while disappointed with basic hospitality.  How does a hotel manager or a hotel company strike the right balance between fiscal responsibility to owners and employees and making sure guests feel respected and valued? 





#9	Knowing how much to invest in The Internet to be competitive (new)


	Nearly every hospitality enterprise believes it necessary to be on The Internet.  But how “on” does one have to be to be competitive?  The question is how much to invest to ensure that one has at least the exposure of one’s competitors.  Is your own site enough, or should you be advertising on others’?  How much design and linkage, how much search engine management is enough?  





#10	Making more money in a somewhat stagnant business cycle (#9 ly)


	(Might this have risen in consensus if the members were polled today?) Industry pundits continue to predict rising RevPAR and relatively smooth landings in the face of economic uncertainty, but will profits really rise?  What are the major opportunities for growing net operating earnings in this economy as hotel occupancies peak and rate increases level off? 





These ten gathered most votes from among the dozens of submissions about which members expressed concern.  To learn more about these issues from the ISHC members who nominated them, visit the Society’s web site, www.ishc.com.  There you may also preview findings of the Society’s newly published CapEx2000.  The founders of ISHC laid out as one of its charter purposes “to advance the profession by sharing insights and discipline.”  These volunteer research efforts are our way of putting that purpose into practice.





Robert T. Patterson, ISHC, is principal of Paradigm Hospitality LLC, a Los Angeles-based consultancy offering asset management, development, planning, and finance services to hotels, food service enterprises, resorts and tourism destinations.


