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Abstract

The study aims to scrutinize the competitiveness and sustainability of the hotel industry in
Pampanga, Philippines. Its primary objectives include 1) assessing the competitive intensity
and attractiveness of the hotel industry; 2) analyzing the factors affecting the industry; and 3)
identifying the issues, concerns, and prospects of the industry, and 4) formulating
competitiveness and sustainability frameworks. Through the use of focus-group discussion
and in-depth interviewing, the finding revealed that the hotel industry in Pampanga is highly
competitive. The results also showed that, despite the bright future of the hotel industry of the
province brought about by internal and externa factors, till, hotel owners and managers
expressed their issues and concerns that can directly and indirectly affect the hotel industry in
genera. Moreover, to boost the level of competitiveness, the key players which include hotel
establishments, the government sector including the provincial tourism office, the regional
office of the Department of Tourism (DOT), and the local government units (LGUs) and the
academe should help and work hand in hand in promoting and supporting the tourism and
hospitality sector of Pampanga. The sustainability framework on one hand includes strategies
such as: 1) clear brand image for Pampanga, 2) sustainable/year-round tourist activities, 3)
new system of hotel accreditation, 4) law enforcement and security assurance, 5) proper
promotion for Pampanga as a tourist destination, 6) improvement of hospitality and tourism
infrastructure, and 7) use of technol ogy-enabled hotel reservation system.

Keywords: Competitive position, Sustainable niche, Porter's Five Forces Model, SWOT
Analysis, Hotel industry, Pampanga, Competitiveness, Business performance, Sustainability
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1. Introduction
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The massive promoations of the Department of Tourism (DOT) particularly the viral effect of
“It's More Fun in the Philippines’ campaign led to the increasing number of foreign and local
tourists and travellers in the Philippines. The growth of the infrastructure facilities like the
sprouting hotels is very much evident around cities and provinces. For instance, in Pampanga,
due to the efforts of the different local government units (LGUS) in the province, the arrival
of the tourists and travellers also noted as the biggest in region 3. In Central Luzon — 593,945
was recorded as the number of travellers in 2010 while 547,139 in 2009. For the said
timeframe, an 8.55% increase was achieved by the region. Among the 7 provinces — Aurora,
Bataan, Bulacan, Nueva Ecija, Pampanga, Tarlac, and Zambales-of the said region,
Pampanga had the highest number of travellers in 2009 and 2010 amounting to 146,991 and
123,893 respectively. A growth rate of 18.64% was recorded for the said region (DOT
website, 2012). The development of the Diosdado Macapagal International Airport (DMIA)
contributed a lot in inviting both foreign and local tourists and travellers to visit Pampanga
sinceit is near to Metro Manila, the capital of the Philippines. Thisis one of the reasons why
tourism may lead to economic prosperity of one nation. More tourists and travellers mean
more employment and investments.

Each hotel client is looking for accommodation facility that can provide service that meets or
exceeds hig’her expectations. Thus, competitiveness and sustainability of the hotel industry is
vital a consideration because the hotel sector is one of the biggest sectors in hospitality and
tourism industry. Each hotel, regardless of its classification, may contribute to the overal
performance of the local and national hospitality and tourism industry.

In a service sector such as the hospitality and tourism industry, analysis of competitive
position and sustainability can be aimed through the application of strategic management
tools such as the Porter’s Five Forces Model and SWOT analysis. Hospitality industry covers
businesses that provide accommodation, food and beverage, or some combination of these
activities while travel and tourism encompass a variety of interrelated businesses that provide
service to tourists and travellers. In this industry, hotels and restaurants are considered two of
the most competitive businesses in the globe. The foodservice industry and the lodging/
accommodation industry are two major players in the hospitality and tourism industry (Enz,
2010).

1.1 Factors Influencing Competitiveness in the Hospitality Industry

There are several factors that influence competitiveness in the hospitality industry. The most
important factors include interaction abilities, learning organization, human resources, and
technology and information technology (loncica, Tala, Brindusiu, & loncica, 2008).
Interaction abilities are the superior abilities in managing resources shared by several firms
(Rodriguez-Diaz & Espino-Rodriguez, 2006). On the other hand, learning organization refers
to the process where a hotel establishment utilizes new globa strategy (Bayraktaroglu &
Kutanis, 2003). Furthermore, human resources are the very heart of the industry — people in
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the hospitality industry that create and deliver hospitality products and services. And
technology and information technology are the vital strategic variables in achieving
competitiveness (Nyheim, McFadden, & Connolly, 2004). Holjevac (2011) provided a
theoretical definition of the relationship among productivity, quality, and competitiveness in
Croatian hotel industry. The study revealed that work productivity and competitiveness
determine the economic development of a nation and wealth. With this, the study aso
mentioned that work productivity and competitiveness bring about satisfaction and augments
the quality of life of the employees, customers, owners, and the society at large. Tuclea and
Padurean (2008) explored the competitiveness of the hospitality industry in Romania. They
concluded that there are four factors influencing competitiveness and strategic orientation.
These are human resources, innovation, services, and costs. They further averred that there is
a general concern towards strategic orientation and increasing competitiveness, and the
amount of effort put into these directions is influenced by the form of exploitation and the
number of stars (level of comfort).

1.2 Factors Influencing Sustainability in the Hospitality Industry

In the study by Nurittamont (2012), organizational commitment, self-efficacy, and business
performance of the hotels in Thailand were correlated. The study divulged that organizational
commitment and self-efficacy have positively correlation with business performance. From
the undertaking, the study attempted to gain understanding on the relationships between
organizational commitment, self-efficacy, and business performance through the application
of theoretical frameworks to explain the said relationships. It was noted that it is the first
known study that directly links organizational commitment to self-efficacy and business
performance. Another worked done by Ooncharoen and Ussahawanitchakit (2008) examined
the relationships between five dimensions of service culture — high-quality service,
communicate openly and honestly, service responsiveness, service failure preventions, and
service recovery — that influence organizational excellence and business performance through
external environment as moderator of the relationships between organizational excellence and
business performance and organizational support, technology orientation, and employee
competency as an antecedent of service culture. In totality, the study provided empirical
evidence that service culture has a partial significant impact on organizational excellence and
performance. It further averred that organizational support, technology orientation, and
employee competency have a significant effect with the five dimensions of service culture.
On the other hand, Wu and Lu (2011) investigated the relationship between customer
relationship management (CRM), relationship marketing (RM), and business performance of
the hotel industry in Taiwan. The result of the study magnified that CRM has a significant
and positive influence of the RM effect, positively affecting business performance. The two
authors recommended that, in order to gain higher performance, the different types of hotel
establishments should understand their competitive advantage before implementing CRM
strategies. Tavitiyaman, Qu, and Zhang (2011) integrated the Porter’s five force model and
resource-based approach to measure the hotel performance in the United States. The result of
the undertaking revealed that the hotels with the advantage of low customer bargaining power
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and low threat of new hotel entrants showed strong human resource and information
strategies. Whereas, hotels with the advantage over existing competitors did not show any
significant competitiveness of brand image, human resources, and IT strategies. Competitive
human resource and IT strategies magnified the rise of hotel performance while competitive
brand image strategy has nothing to do with hotel performance.

Navarro and Martinez-Martinez (2007) on one hand analyzed the degree of competitiveness
of hotels. They argued that, in order to implement a city marketing program for hotels,
municipal managers need to provide support in knowledge creation networks. They also
asserted that the size of a hotel is significantly associated with the degree of city promotion
initiatives. On one hand, Petre, Stegerean, and Gavrea (2012) studied the comparison of
managerial practices on information and communication technology in Cluj and Brasov in
Romania. The undertaking demonstrated medium competition level on Romanian tourism
market. It also implied that loyalty can be increased given the management of hotels focus on
converting the services provided into memorable experience. Moreover, Woo (2007) studied
strategy and competitive advantage of Las Vegas hotels focusing on lessons for the Korean
hospitality industry. The study reflected the competitive strategies of Las Vegas hotels
including strategic cooperation and mergers and acquisitions, development of strategic events,
strategic employee management, and constant value creation through competition.

Using the framework of Porter’'s Five Forces Model, the hotel industry can be clearly
scrutinized and later develop strategies that are necessary for the accommodation sector.
Using the foundations of industrial organization and economics, the model can measure the
degree of competitive and the attractiveness of the market or the industry. The SWOT
analysis on one hand can be used to evaluate the internal and external environments affecting
the hotel industry. The result of the SWOT analysisis useful in establishing plansin attaining
the goals and objectives of the industry. It can also be utilized in the corporate planning for
every hotel establishment alongside the analysis of the social, technological, economic,
ecological, and political environments of the said industry.

2. Research Objectives

The research study had four-fold objectives. First, to assess the intensity of competitiveness
and attractiveness of the hotel industry in Pampanga, second is to analyze the macro and
micro environments of the hotel industry, third is to identify the issues, concerns, and
prospects of the industry, and fourth is to formulate competitiveness and sustainability
frameworks to boost the growth of the hotel industry in the said province. These four
objectives can be achieved through the use of the Porter’s Five Forces Model and SWOT
anaysis.

3. Methodology

The researcher utilized the Porter’s Five Forces Model to measure the competitiveness of the
hotel industry in Pampanga. Using the five factors — threat of new entrants, threat of
substitutes, rivalry among existing firms, bargaining power of buyers, and bargaining power
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of suppliers — the competitive position of the hotel industry in Pampanga was determined. On
one hand, using the environmental analysistool like SWOT analysis, the internal and external
forces affecting the industry was analyzed.
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Figure 1. Paradigm of the study

In the research paradigm, the hotel industry in Pampanga was scrutinized through Porter’s
Five Forces Model to measure the competitive position and SWOT analysis to gauge the
sustainable niche. The study also considered the issues, concerns, and prospects in
formulating the strategic frameworks in augmenting the level of competitiveness and
achieving sustainability in the hotel industry in Pampanga.

Exploratory and descriptive research designs were used to scrutinize the competitiveness and
sustainability performance of the hotel industry in Pampanga. Exploratory research is used
for a problem that has no clear definition. It aids in determining the right research design,
collection of data, and selection of subject. It relies heavily on secondary data. Since thereis
no thorough research done about the competitiveness and sustainable niche of the hotel
industry in Pampanga, an exploratory study is much attuned.

As to study design, the researcher used focus-group discussion and in-depth interviewing. On
one hand, a judgmental/purposive sampling technique was utilized in identifying the
participants of the study. The respondents comprised 10 hotel managers/owners in Pampanga.
Out of the 10 hotels identified, 2 were de luxe hotels, 2 first class, 3 standard hotels, and 3
economy hotels. The DOT Regional director and 3 hospitality and tourism practitioners were
also invited to be part of the study.
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4. Results and Discussions
4.1 Result of the Porter’s Five Forces Model Analysis

In order to measure the competitive position of the hotel industry in Pampanga, the Porter’s
Five Forces Model was used. The results of the analysis were as follows:

Table 1. Competitive position of the hotel industry in Pampanga

Threats of Substitutes (High)

e Influx of tourist arrival.

e Existence of hotel aternatives.

e Price and promotion strategies of other lodging / accommodation establishments.
Threats of New Entrants (High)

e Domination of standard and economy hotels

e Strategic location of the hotel industry

e Angeles City as highly-urbanized area

e Existence of Diosdado Macapagal International Airport (DMIA)
Rivalry Among Existing Hotels (High)

e High number of Hotels from high-end to low-end
Low switching cost
Growth of the hotel industry

e Low degree of product/service differentiation
Bargaining Power of Buyers (High)

e High number of competitors

e Strategic location of the province

e FElastic demand of hotel clients

e Competitive convergence

e Auvailability of online sites
Bargaining Power of Suppliers (L ow)

e Auvailability of hotel manpower

e Existence of 45 colleges & universities

e EXxistence of top universitiesin Central Luzon

4.2 Result of the SWOT Analysis

To gauge the sustainable niche of the hotel industry in Pampanga, SWOT analysis was used.
The results of this strategic analysis were:
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Table 2. Sustainable niche of the hotel industry in Pampanga
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INTERNAL ENVIRONMENT

Srengths
e Strategic location of Pampanga; the heart of Region I11.

e Existence of festivals and tourist attractionsin the province.

e Presence of the Diosdado Macapagal International Airport (DMIA).

e High number of hotel establishments which can support the growing number
travellers and tourists.

e Highlevel of support of the national and local government to tourism.

e Highleve of literacy and education in Pampanga.

e Improved infrastructure in the province — North Luzon Expressway (NLEX) and
Subic-Clark-Tarlac Expressway (SCTEX).

Weaknesses

e The manual reservation systems of low-end hotels in Pampanga.

e Concentration of hotelsin Angeles City and Clark Freeport Zone.

e Low number of DOT accredited hotelsin the province.

EXTERNAL ENVIRONMENT

Opportunities
e The positive performance of the Philippine economy.
e Theincreasing number of travelers and tourists in Pampanga.
e The growing number of domestic and international flightsin DMIA.
e Existence of online sitesfor hotel reservations.
e Existence of colleges and universities in Pampanga to support the manpower need
of the hospitality and tourism industry.
e Existence of travel agencies and other intermediaries in Pampanga.
Threats
e Theincreasing number of hotel competitors.
The increasing number of hotel substitutes.
Thelevel of security in Pampanga.
The negative image of Angeles City particularly the “red light district.”

Same as other industries, the hotel industry in Pampanga is confronted by several issues,
concerns, and prospects. To achieve sustainability and growth, the industry has prospects that
will benefit every hotel establishment in the province.

From the output of the structured and semi-structured interview done by the researcher, the
following are the issues, concerns, and prospects of the hotel industry in Pampanga:

1) The low level of support of the local/regiona DOT to the hotels in Pampanga in
attracting local and/or domestic tourists and travelers.

2) Thehighlevel of competition existing in the hotel industry in Pampanga.
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3)

The impact of influx of international tourists and travelers once DMIA will fully
developed into a full-blown world-class international airport.

4) The changing pattern of travelers and tourist demographics and its impact on the hotel
industry. More and more travelers and tourists are younger generations including

yuppies.
5) The negative image of Pampanga especially Angeles city asa“red light district.”
6) Problems arising from technology.
7) Availability of quality human capital.
8) Prospects of the hotel industry in Pampanga.
4.3 Augmenting the Competitiveness of the Hotel Industry in Pampanga

From the output of the Porter’s Five Forces Model and SWOT analysis, there should be
strategic framework to overcome the weaknesses and minimize the threats of the externa
factors while promoting and augmenting the strengths and taking advantage of the
opportunities in the external environment. In coming up for a strategic framework, the
researcher collated the results of the structured and semi-structure interview and unified them
with the output of the competitive position analysis (through Porter’s Five Forces Model) and
identified sustainable niche of the hotel industry in Pampanga (through SWOT analysis).
From a thorough and extensive scrutiny, the researcher formulated a framework to augment
the level of competitiveness of the hotel industry in Pampanga as shown in figure 2.

KEY PLAYERS INTERMEDIARY IMPACT
N HOTEL - _
ESTABLISHMENT PROMOTIONS
G Provincial l
o Tourism
v offtce AUGMENTED
E TOURISM AND COMPETITIVENESS
Regional DOT HOSPITALITY
s R Office - SECTOR OF - OF THE HOTEL
M AP ANGA INDUSTRY
E IN PAMPANGA
N LGUs
T I
ACADEMIC _
~® INSTITUTIONS |~ SUPPORT

Figure 2. Framework in augmenting the competitiveness of the hotel industry in Pampanga
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Each hotel establishment plays an integral role in the promotion of the tourism and hospitality
sector of Pampanga. The role of hotels is providing quality accommodation facilities that
meet or even exceed hotel clients expectations. The growing number of international
travellersin DMIA entails a huge challenge to the hotel industry. Every time hotel client feels
satisfaction from the products and services provided by hotel establishments, the possibility
of repeat purchase is high. Thus, the creation of lasting relationships with hotel clients can
lead to customer loyalty and retention.

On one hand, the provincia tourism office should be responsible for the total promotion of
the tourism and hospitality sector of the province. At the same time, it should be responsible
in supporting and strengthening the different tourism and hospitality events, projects, and
activities of the different cities and municipalities of Pampanga. Integration of these tourism
and hospitality events, projects, and activities can increase and boost the overall tourism and
hospitality sector of the province. Furthermore, the regional DOT office should make
necessary sustainable plans for all the private and public organizations that provide tourism
and hospitality products and services to tourists and travellers. Through this process, the
socio-economic benefits will create multiplier and ripple effects in the industry. The DOT
regional office should also be responsible in putting down the DOT’s plans and prospects into
provincia/local level. Asagovernment unit, one of its biggest challenges is the integration of
the provincia tourism office and the local government units (LGUSs) tourism offices.
Moreover, the local government units (LGUSs) of the Pampanga through their city tourism
office or municipal tourism office must develop tourism plans aligned to the provincial
tourism plan of Pampanga. The tourism plan should lean toward the promotion of the local
tourism and hospitality. Through this, each local tourism plan becomes an integral part of the
whole tourism and hospitality sector of Pampanga.

The academic sector represented by academic institutions in Pampanga is responsible for the
reinforcement of tourism and hospitality programs. Since the academic sector is responsible
for supplying the human capital requirements of the hotel industry in the province, the
assurance of producing quality graduates is an imperative. The overall growth of the tourism
and hospitality sector would also reflect growth in the overall human capita requirement of
the industry.

4.4 Achieving Hotel Industry Sustainability

Conversely, the three key players should formulate different strategies aimed at achieving
sustainability in the hotel industry in Pampanga. The first strategy isto come up a clear brand
image that will capture what the province can offer to tourists and travellers. This will result
to a much clearer and sustainable campaign message to the people and will generate
awareness with the strengths of the province including culinary, cultura heritage, and
colorful festivals. Second is to plan sustainable tourist activities. Despite the fact that
Pampanga offers so many festivals and tourist activities, the province does not generate much
revenue from it. For instance, the province is known for Giant Lantern Festival, the key
players should come up with sustainable activities such as lantern making for tourists
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experience in order to create sustainable economic activity. Third is to push for the new
system of hotel accreditation. Presently, DOT uses the metrics de luxe (highest classification),
first class, standard, and economy (lowest). The international hotel classification follows the
star system (1 star — lowest classification; 5 star — highest). This will make the hotels more
competitive. It is also an imperative to require hotels to be DOT and LGU accredited. The
DOT and the LGU should also work hand in hand in accrediting hotels. Hotels should be
required to be DOT accredited before giving them permits to operate to assure quality service
to hotel clientele. The basic premise must be a hotel should not only be LGU accredited but
also DOT accredited. Fourth is to implement properly all traffic regulations in the province
for the convenience of travellers and tourists. Accessibility and convenience should be the
primary consideration with this strategic move. The provincial government together with the
L GUs should promote security in the province to attract more travellers and tourists since it is
a major factor they consider when travelling. This will either make or break the image of
Pampanga as a tourist destination. Fifth is to concentrate LGU and local DOT resources in
promoting Pampanga as a province of cultural heritage and home of colorful festivals.
Pampanga is rich in century-old churches and magnificent festivals such as Sinukwan
Festival, Tugak Festival, and Giant Lantern Festival. All promotiona efforts and campaigns
should be channeled on this goal. Sixth is to assure first that the infrastructures in Pampanga
are ready enough before developing DMIA into aworld-class airport. The DOT together with
the related agencies should create a concrete plan in improving the infrastructures of the
province to cope with the possible upsurge with domestic and international passengers in
DMIA. Lastly, invest in technology-enabled hotel reservation system. Hotel establishments
should invest in technology-enabled hotel reservation system to increase efficiency and
productivity in hotel operations and services. This strategic move is vital in augmenting the
level of satisfactions from the hotel clientele. Providing trainings related to computerized
systems are also necessary. Hotel establishments together with DOT regional office should
provide trainings on technology-enable reservation system. This retooling strategy will
enhance the skills of hotels and hotel manpower with the use of technology thus increasing
their level of productivity.
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Figure 3. Framework to achieve hotel industry sustainability

Thus, the framework in figure 3 can definitely sustain growth in the hotel industry in
Pampanga and certainly contribute to economic prosperity of the province.

5. Conclusions and Recommendations

The research study concludes that the hotel industry in Pampanga is competitive as seen in
the competitive position analysis. Additionally, there are different factors affecting the
internal and external environments of the hotel industry in Pampanga as evidenced in the
SWOT analysis done. Despite the bright future of the hotel industry in Pampanga brought
about by internal and external factors, still, hotel owners and managers expressed their issues
and concerns that can directly and indirectly affect the hotel industry in general.
Strengthening the tourism and hospitality sector of Pampangais a prerequisite to augment the
level of competitiveness of the hotel industry. On one hand, sustainability can only be
achieved if there will be concrete strategic plans aimed at creating economic activities in the
hospitality and tourism sector thus positively affecting the hotel industry in Pampanga.

It is recommended that the two frameworks — competitiveness and sustainability — be the
springboards in formulating strategic, business, and tactical plans for the hotel industry in
Pampanga. The success of hotel industry can contribute a lot not only in Pampanga but also
in the region.
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