[image: Discover University of Wales Trinity Saint David] 
APPENDIX GA36d
	LEVEL 7 ASSESSMENT SPECIFICATION 

	Student name:
	Yeung Kuen Christine
	Student ID number:
	1922287

	Programme:
	DBA

	Module:
	Vision for the Future – Theoretical Perspective on Management 

	Module code:
	HKBM7006
	Contribution to Overall Module Assessment (%):
	100%

	Lecturer:
	Dr. Eddie Yu
	Internal Verifier:
	

	Assignment Title:
	Research Paper 
	Word count (or equivalent):
	7,500 words

	Submission deadline:
	9am, 13 September 2020
	Return date of provisional marks & written feedback:
	5 October 2020


	Submission method:
	All written assessments, where practical and possible, must be submitted via Turnitin unless otherwise instructed by the Lecturer. (Please DO NOT put this assessment specification into Turnitin or it will match many similarities with other students’ submissions.)
Alternative submission method (if applicable): 
Late submission of the assessment will result in a late penalty mark.  Penalties for late submission: Up to one week late, maximum mark of 50%.  Over one week late, 0%.  Only the Extenuating Circumstances Panel may approve a change to submission dates.

	Academic honesty / referencing:
	Academic honesty is required. In the main body of your submission you must give credit to authors on whose research and ideas your work is based. Append to your submission a reference list that indicates the books, articles, etc. that you have used, cited or quoted in order to complete this assessment.  


Title of the paper 
A review of a successful story of a HK tycoon family business in the context of 3H (Heart, Head, Hand) holistic management framework 

Abstract 
Purpose – This research focus on a successful family business of a Hong Kong tycoon Mr. Cheng’s family and what contributes to the sustainable growth of Chow Tai Fook (CTF) and New World Development (NWD) founded by Mr. Cheng Yu Tung in 1961 and 1970 respectively. A novel 3H management framework is introduced and applied to review the effectiveness of Mr. Cheng Yu Tung’s management philosophy and style in managing people and organization for CTF and NWD. It is vital to manage people and organization issues in a holistic approach, which means all 3H domains have to be effectively and efficiently managed and synergistically integrated in order to create the best performance. Nevertheless, the holistic management of 3H is increasingly important because operating environment is increasing challenging and pressures from ever rapid changing environment mandates for flexible organisational structure. Customers are increasingly demanding for better products/services at lower cost, which emphasizes the importance of managing challenges in a holistic approach. Therefore, putting a right person to do the right thing in a right way approach is essential.
 
Study design and method – A descriptive case was created based on Mr. Cheng Yu Tung’s book, CTF/NWD annual reports, press releases from different respected sources and interview transcripts. 

Key Findings – This research concludes that 3H framework could provide predictive outcomes of the company performance through effectively and efficiently managing people and organization in a holistic way.  

Significance value – A new theoretical 3Hs framework has been introduced and tested with Mr. Cheng Yu Tong’s management leadership and strategic decision. The 3H framework demonstrated its predictability value for the company performance driven by effectively and efficiently managing people and organization in order to give rise to a sustainable growth from generation to generation. 

Research objectives 
The research aims at reviewing a successful story of a HK tycoon family business. Chow Tai Fook (CTF) Group and New World Development (NWD) Group are established by the founder Mr. Cheng Yu Tung and now passed onto his son Mr. Cheng Kar Shun and his third generation Mr. Cheng Chi Kong Adrian, the grandson of Mr. Cheng Yu Tung. It is not difficult to trace back Mr. Cheng Yu Tung’s past footprints to understand the factors of family business success, his management philosophy and beliefs and how this influence his family business management style from one generation after generation. A holistic 3H (Heart, Head and Hand) management framework (Yu, 2020 p.20) for effective people and organization management will be studied and then tested with Mr. Cheng Yu Tung’s management philosophy and style with the following research questions.  

Research questions
1. How CTF/NWD’s organizational effectiveness and efficiency are measured? 
2. What contribute the past success? 
3. What is holistic people and organization management from Mr. Cheng Yu Tung’s perspective? 
4. What are the 3H key domains? How 3H domains can be managed to achieve holistic management? 

Significance of the research 
Since no study is conducted from a holistic perspective to theorize the success of Mr. Cheng family management philosophy and how they become one of the four HK family tycoon via 3H theoretical framework, the findings would be of high practical value to their current management. It can help explore possible insights to managerial issues that practitioners are facing. The research demonstrates the 3H framework’s predictability value that it may be applied as a framework guiding to cultivate future the corporate culture of CTF or NWD to sustain the long-term business growth.

Background of organization 
Mr. Cheng Yu Tung was famous about his success as a jewelry businessman, property developer, a chairman of the listed company or being well known as a patriotic businessman or a philanthropist. Nevertheless, we will articulate Mr. Cheng’s life footprints through an in-depth review on how his management leadership influence CTF and NWD’s company culture and strategic directions to give rise to a sustainable growth over many years. Below is Mr. Cheng’s family business organization chart. 
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Figure 1 – Mr. Cheng’s family business company organization chart

About Chow Tai Fook Holding – it is a private holding company of the Cheng Family in HK with business focusing on jewelry, property development, hospitality services, infrastructure, aircraft leasing, energy, healthcare, education, technology, environmental services, retail and media. 

About NWD Group (0017) – it is the diversified business flagship of CTF (Holding) Limited. Founded in 1970, NWD was publicly listed in HK Stock Exchange in 1972 and it is a constituent stock of the HK Hang Seng Index. A premium brand infused with a unique personality defined by the Artisanal Movement, NWD’s core business areas include property development, property investment, infrastructure and services, department stores and hotels. As at 31 December 2019, the total asset value of the Group amounted to approximately HK$593.5 billion. 

About CTF (1929) - Engaged in businesses focusing on jewelry. Founded in 1929, CTF was publicly listed in HK Stock Exchange in 2010. 

About NWS Holdings (0659) - As the diversified industries flagship of New World Group, invests and operates a wide range of businesses predominantly in Hong Kong and across Greater China. Its core businesses include toil roads, commercial aircraft leasing, construction and insurance, while the company also manages a strategic portfolio spanning sections from environment, logistics and facilities management. The total asset value of NWS amounted to approximately HK$149.6 billion as at 31 December 2019. 

About FTLife Insurance Co. Ltd. – It has been a wholly-owned subsidiary of NWS Holdings Limited since 2019. FTLife collaborates with diversified businesses under NWS Holdings and NWD to bring customers unparalleled products and experience from wealth management and succession, health and well-being to quality life.

About New World China Land Co. Ltd. – It focuses on capturing property development opportunities in Mainland China key provinces since 1980 and actively participate in various businesses and established itself as one of the largest foreign direct investors in PRC. As of 30 June 2019, its investment in Mainland China exceeded HK$156 billion spreading across four municipalities and 20 provinces focusing on old city redevelopment and K11 brand retail stores. 
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Figure 2 – NWD’s business activities in China spreading across 20 provinces

How CTF/NWD’s organizational effectiveness and efficiency are measured?

A successful organization can be measured in the following dimensions.
Sustainability: 	CTF was founded in 1929 for over 80 years and NWD was founded in 1970 for over 50 years.
Significance: 	NWD (HK stock code: 00017) was publicly listed in Hong Kong in 1972 and is a constituent stock of the Hong Kong Hang Seng Index. CTF (HK stock code: 1929) was publicly listed in Hong Kong in 2010.
Total assets:	As of 31 December 2019, total asset value under the management of NWD amounted to approximately HK$593.5 billion. 
Strong growth: 	As of 31 August 2020, CTF company’s equity value is over HK$20 billion and NWD is over HK$200 billion. Listed in 1972 HK Stock Exchange with initial capital of HK$500m, NWD is continuously growing over the past 48 years with average growth rate of 13.4% pa return on equity (ROE). 
Stable dividend: 	The underlying profit are steadily increasing in the past with a stable dividend declaration policy to shareholders. Figure 3 shows the trend of underlying profits and dividends from 2013 to 2019. 
Good reputation: 	NWD has a strong commitment to sustainable development and Created Share Values (CSV) philosophy adopting a 3Ps approach to its daily business operations that involves maintaining a balance between making profit (Profit) and fulfilling the company's responsibilities towards the environment (Planet) and the community (People).
Ecosystem: 	Its business is diversified into a new world development ecosystem. NWD connects their customers through different communities under New World Ecosystem. They are immersed in the unique offerings with well-defined quality and integrate into the ecosystem and create sustainable value for customers. Loyalty customers with strong stickiness provides stable contribution in revenues. For instance, through synergy with Gleneagles Hospital Hong Kong, HUMANSA and other businesses of the NWD Group, FTLife has become a stronger “Health Manager”, providing customers with a comprehensive, novel and quality medical, health management and healthcare services ultimately for a life well-lived.
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Figure 3 – The underlying profits and dividend declared from 2013 to 2019
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Figure 4 – The diversified businesses within NWD ecosystem 

Introducing the 3H framework

What is 3-H framework?
The 3H management framework (Yu, 2020) is a methodology for effectively and efficiently managing people and organization issues in a holistic way. The framework’s 3 key domains can be represented by the metaphoric expressions, namely Heart, Head and Hand for easy understanding. In addition, 3H model where Heart, Head and Hand can be referred to people, organization and competence respectively. A holistic solution of 3H to manage people and the organization issues means all 3H domains have to be effectively and efficiently managed and synergistically integrated in order to create the best performance. It has to be a congruently interception among 3 Hs as illustrated in the overlapping of three circles as case 1 in figure 5. 

The 3H framework provides a holistic management approach integrating people, organization and competence representing Heart, Head and Hand respectively to manage people and organization in the most effective way. In order to maintain a sustainable competitiveness of an organization, necessary and sufficient conditions under 3H framework need to be fulfilled holistically. Following the 3H framework systematically, it can lead us to develop and execute a holistic strategic plan. Most importantly, only if the 3H framework is embedded in the minds of leaders within organization, they should be able to intuitively plan and execute their strategies effectively and efficiently with the 3H approach. The importance of addressing all 3 H domains in strategic planning and execution can be demonstrated by the success of CTF and NWD where we observed that Mr. Cheng Yu Tung (the founder of CTF and NWD) could spontaneously think and act with 3H framework in order to holistically and effectively manage people and organization in the most effective way.

In this research, we will define the conceptual framework and the necessary and sufficient condition assumptions under each 3H domains. After that, we will analyze Mr. Cheng Yu Tung’s people management philosophy and CTF/NWD organizational strategies over his life footprint using the 3H framework. 

The conceptual framework 
3H’s algebraic expression
CTF/NWD’s performance, the dependent variable, is a function of the complements among Heart (H1), Head (H2) and Hand (H3) independent variables of Mr. Cheng Yu Tung’s people management philosophy, organizational strategies and CTF/NWD employee’s competence respectively.

NP = f (H1cH2cH3)
NP = CTF/NWD’s Performance
c  = Complement to integrate and connect
H1 = Heart domain (emotional appeal, leading, motivating and engaging people abilities)
H2 = Head domain (logical & strategic appeal, planning, organisational, cognitive abilities)
H3 = Hand domain (competence appeal, operational/functional abilities)
Each H’s domain carries different weight. H1 carries much heavier weight than H2 & H3, whereas H2 carries a relatively heavier weight than H3. It is because effective people management is the key driver to unify employees to think and act efficiently in the same direction to maintain organization’s competitiveness and deliver long term growing results.

The necessary and sufficient conditions under each 3H domain (independent/moderating variables) contribute to effective and efficient CTF/NWD’s performance (dependent variable).

Four case scenarios (see Figure 5):
Case 4 - Effective leadership (H1) and sound strategy (H2) are in place but lacking competent employees in CTF/NWD (H3).
Case 3 - Effective leadership (H1) and competent employees (H3) in place but lacking sound strategy (H2).
Case 2 – Sound strategy (H2) and competent employees (H3) are in place but lacking effective leadership (H1). 
Case 1 – Integration of domains of H1, H2 and H3 shall secure the necessary and sufficient conditions for effective and efficient CTF/NWD’s performance 
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Figure 5. The necessary and sufficient conditions for holistic management 

The 3H framework theorizes that effective and efficient organization management hinges on the level of synthesis among H1, H2 and H3 domains at Case 1.   
The effective and efficient organization refers to long term sustainable profitability, growing market share and organization’s size with a reputable brand driven by the 3H framework. Effectiveness means strategic goal-driven activities and efficiency means operating with least possible resources and costs. 

Manifested 3H approach’s performance is typically characterised with CRIAQES:
CR	Citizen responsiveness – to customer’s needs to bring value added products and services to their life
I	Innovation – apply innovation ideas and latest IT technologies to support strategy implementation
A	Agility – flexibility and dexterity in deployment of resources
Q	Quality – delivering customer expected standard of service and meeting performance pledges
E	Efficiency – yielding cost efficiency in all operations 
S	Speed – act swiftly and mindful about the costs of procrastination

Research Method
A descriptive case was created based on Mr. Cheng Yu Tung’s book, CTF/NWD annual reports, press releases from different respected sources and interview transcripts. 

3H framework related literature and concepts (extracted from Yu, 2020)
“H1 Heart-related literature - Organisational behaviour (OB) related (e.g., motivation, emotion, commitment, engagement, satisfaction, trust); leadership, management of change; values and organisational culture, cross-cultural management; communication; managing groups and teams.

H2 Head-related literature - Organisation architecture (organisational design, structure, alignment); strategic management related (e.g., macro-industry analysis, institution, resource-based view, value chain, levels of strategy); management planning and control (e.g., balanced scorecard, strategy map).

H3 Hand-related literature - Competence related; functional strategy and practices, e.g., HR related: staffing, recruiting process, performance and compensation systems, training and coaching skills.”

Creating a list of 3H assumptions or hypotheses relevant to the study
Underlying assumptions of 3H framework applied in this research is documented in the table 1 below. “These assumptions have been created with related western and Chinese classic literature and will be in-text referred by first the H domain number and the number within that domain, e.g., first assumption of the Heart domain is referred as: H1-1. Arguably, effective people management is the most important necessary factor for national project success” (Yu, 2020).

Table 1. Underlying assumptions of each 3H domain with relevant literature
	Domain
	Assumptions and literature based

	Heart
(H1)
	1. Effective people management is the most important necessary factor for national project success (Yuen, D. M. C. and Sunzi, 2014).
1. Managing people is a social process – an art more than a science (Hinton, D., 2013; Lynn, L., 1994; Devinney, T.M., and Siegel, D.S., 2012).
1. Heart-to-heart and reciprocal behaviour goes side-by-side and it maintains long-term relationship (Hinton, D., 2013; Hu, X., Tetrick, L. and Shore, L. M.,2011).
1. People are willing to sacrifice for a honourable cause, purpose, shared value and belief (Carton, A. M., 2018; Sussman, L., Ricchio, P. and Belohlav, J., 1983).
1. Heart-oriented leader shall create a conducive climate for uniting people to achieve common national goals (Hong T.M. Bui, Zeng, Y. and Higgs, M., 2017; Hunt, E. K., 2017).
1. Human nature has both good and bad elements, Heart-oriented leader shall help employees develop their good selves and have them behaved themselves to control their bad elements (Hinton, D., 2013; Gurbuz, S., Sahin, F. and Koksal, O.,2014).
1. An effective Heart-oriented leader would yield committed followers who wanted to get the jobs done well. It is transformational-based (Asencio, H., 2016; Lehmann, W. N., Grohmann, A. and Kauffeld, S., 2013).

	Head 
(H2)
	1. Effective strategic planning process is a necessary factor for national project success (Bryson, J. M., Edwards, L. H. and Van Slyke, D. M.,2018; Genc, E and Sengul, R.,2015). 
1. Planning, organising and controlling process calls for rational, logical and strategic thinking to address short-, medium- and long-term needs of the national project (Hussey, D.,1999; Menon, A., 2018).
1. However, effective strategy translation and communication across different levels of organisation is a necessary management responsibility and it is an art more than a science (Tam T et al., 2005).
1. Head-oriented leadership concerns more on rational rather than emotional aspects in leading.  At best, people are convinced that they ought to do the assigned jobs but they may not be committed or interested in doing it. It is transactional-based (Asencio, H., 2016).

	Hand 
(H3)
	1. Efficient execution of strategy with required competence and resources is a necessary factor for national project success (Grant, R. M., 1991).
1. Generic criteria CRAIQES are useful for evaluating the competence of the nation in managing the incumbent project (Yu, E., 2020; Yu, E., Yau, O., Ko, A. and Au, A., 2019). 
1. Leaders should be aware of the level of competence that his followers possessed.  If they do not possess the required skills or knowhow, leaders should ensure they will be trained to learn it or mobilise support from other sources; otherwise, that may be a main cause of resistance or unnecessary wasting of resources and time (Kor, Y. and Leblebici, H., 2005; McGrath, R., MacMillan, I. and Venkataraman, S., 1995).

	3H - 
integrated
	1. Holistic management of people and organisation means all 3 H domains are synergistically integrated with one another, neither one nor a couple of H are sufficient for national project success (Yu, E., 2019, 2020). 
1. It is the national leader’s responsibility to ensure all 3H domains are effectively in congruent with one another (Hinton, D., 2013; Lynn, L., 1994; Devinney, T.M., and Siegel, D.S., 2012).
1. 3H framework aims to holistically manage people and organisation issues, which will lead to people wanted to do the purposeful right jobs and able to do it right every time (Carton, A. M., 2018; Sussman, L., Ricchio, P. and Belohlav, J., 1983; Yu, E., 2019, 2020). 



Factual information as evidence to support the verdict 
The research will articulate Mr. Cheng’s life footprint through the four important stages of organization transformation, specifically as below:
Phase 1 – Road to “Jewelry King” in Hong Kong
Phase 2 – Innovation of one-stop value added services
Phase 3 – Expansion of property investment projects
Phase 4 – Development of property market in China

Based on these relevant descriptive facts, we will test the 3H framework assumptions and hypotheses to verify if the outstanding performance of CTF/NWD could be explained by the effective and efficient execution of 3H framework in a holistic way.

Phase 1 – Road to “Jewelry King” in Hong Kong
In 1945, Hong Kong’s economy was on recovery road after the end of second world war. At that time, Mr. Cheng Yu Tung who aged 20 years old came to Hong Kong alone with only HK$20,000 cash and 20 taels of gold. His father-in-law requested him to reopen the gold branch stores in Hong Kong which were forced to close down during war time and find an opportunity to continually expand gold shop retail business in Hong Kong. The gold retail business went well until 1950. Government started to control the gold trading volume in order to stabilize currency fluctuation and thus gold business was adversely affected and substantially reduced. In spite of this difficult time, Mr. Cheng Yu Tung insisted in his way of doing business based on utmost good faith principle with customers no matter if they were new or loyal customers. Thus, CTF had earned very good market reputation and solid trust from customer thus building up a lot of loyal customers. Since CTF insisted to treat customers with sincerity, their business was not severely affected. At that time, gold jewelry market was very chaotic because there was no standard on gold content in gold made jewelry. It usually ranged from 95% to 99%. In order to restore customer’s trust in gold jewelry, Mr. Cheng didn’t put profitability as his most concern factor but made a bold decision to guarantee all gold jewelries sold in his shops to have a trade mark of “9999 gold content” which meant at least 99.99% gold content. The “9999 gold content” trade mark was well perceived by customers and became very popular in market. It was then developed into a unique brand name of CTF. Because of this quality guaranteed trade mark, customer could easily exchange CTF gold jewelry at a higher price in any pawnshop for urgent cash. CTF’s “9999 gold content” jewelry was particularly popular at that time and it also shaped up the market standard later that other competitors to follow suit. (H2-2)

In view of slim profit margin of gold jewelry because of fixed controlled gold price, Mr. Cheng was a pioneer to capture growing opportunity of diamond wholesale trading business and transformed a traditional gold retail shop into a wide range jewelry shop with different kinds of jewelry other than gold jewelry. The diamond jewelry generated a much higher profit margin than gold jewelry because each diamond jewelry is different in diamond quality, unique design and craftmanship, thus jeweler can set the price differently according to its quality and design (H3-2). Mr. Cheng was a reasonable and trustworthy business man who would never delay any payment to supplier as he deeply believed a sustainable way of doing business is to create a united goal with business partner aiming for mutual win-win benefits. (H1-5)

There was a very unique value-added service provided by CTF at the time to attract gold deposit from general public with 2% deposit interest rate. By doing so, it could not only substantially reduce the cost of gold borrowing from other jewelers but also increase customer’s confidence to CTF brand and thus sales revenue. In addition to gold deposit, CTF also provided other value-added services similar to bank services such as currency exchange, money transfer and cheque deposit. Mr. Cheng proved to have keen market sense that these services were created in response to people’s livelihood needs since bank branch was not yet widely set up at that time. (H3-2) Most importantly, Mr. Cheng employed competent store managers to handle deposit services to solidify the trust from customers (H3-2). The deposit service was completely stopped after 2010 when CTF was listed in HK stock exchange. 

CTF is famous about its quality product and service guaranteed focusing on middle to high end customer segments. In 1960s, Mr. Cheng was bold enough to adopt advanced thinking to incorporate air-conditioning and spotlights into their jewelry stores to make it more appealing to customers as a differentiation strategy (H3-2). 

Phase 2 – Innovation of one-stop value added services
CTF Jewelry Co. Ltd. was founded in 1961. Mr. Cheng then restructured company ownership of CTF and consolidated diamond business under the same management team. He then expanded its business into one-stop comprehensive business model starting from raw material purchase, jewelry manufactory, wholesales export and retail business. In 1970s, CTF extended its business into diamond fashion jewelry and acquired a diamond mining and manufactory company in South Africa. Mr. Cheng was later named to be “Jewelry King” in Hong Kong because of his prominent influence and contributions made in jewelry industry (H2-1). 

As a result of one-stop production line, CTF started exporting own designed diamond jewelry to South East Asia and US or UK in 1960s. Mr. Cheng noticed the changing market trend and was able to capture business opportunities and capitalize it into profits. CTF’s exports business went very well. One of the reasons because they adopted a new technology to make a 3D jewelry mold to ensure the actual jewelry could perfectly meet the design requirements. This technology was unique in industry at that time creating a good market reputation that “CTF’s jewelry is the best quality guaranteed” as quoted by customers (H3-2). 

In order to secure sustainable growth, Mr. Cheng realized that ability to retain good talents was very important, thus he issued shares of the company to key management team members such that they also became shareholders of the company in order to align their interests with the company so that they could wholeheartedly develop the company together (H1-5).

In order to attract more people to CTF’s jewelry stores, Mr. Cheng expanded a wide range of diversified product line covering brand name watches, pearl and precious stone jewelry in addition to gold and diamond jewelry. Each product section was responsible by competent and experienced staff with adequate skills trained for selling and handling customer’s enquiries so as to gain customer’s trusts and retain loyal customers (H3-2). 

Mr. Cheng emphasized on quality service; he introduced an innovative selling process. Firstly, the store in Central sold brand name shoes to attract more people coming to the store. Secondly, unique design jewelries were put in the prominent doorway display to attract the sights of passersby. Thirdly, they employed female staff to serve orange juice to customers to make them feel at home. At that time, these differentiated services are very well recognized by customers and left a great impression to them (H3-2).

In 1990s, Mr. Cheng employed external consultant to review the effectiveness of management and enhance management structure. They started to introduce a systematic and centralized management system to manage suppliers, production, sales and inventory record process. The centralized administration department was formed by experienced front end sales employees from each branch who were proactive at work and willing to learn new knowledges. They were rich in practical experiences who can help improve the efficiency of sales process and achieve higher sales results (H3-2). 

Phase 3 – Expansion of property investment projects
In 1960s, Mr. Cheng felt that jewelry industry had limited development space and the prospect of the real estate industry was prosperous. So, he started with rebuilding old buildings and then selling with profit. Later on, he set up a property department under CTF Co. Ltd. and established Hip Hing construction company in 1961. The company was responsible for coordinating and supervising the development of real estate projects. While Mr. Cheng had accumulated enough assets, experiences, knowledges and people network connection, he established New World Development Co. Ltd. in 1970, which was then listed in HK stock exchange in 1972. Hip Hing construction company provided the strongest supports and significant contribution to NWD on property development projects. The NWD company is further diversifying its business into property development, construction projects and hotels business. (H2-1)

Mr. Cheng’s style was to build up a quick trustworthy relationship with busines partners by paying back profit to them as soon as after making money. He was well known to be trustworthy businessman and people liked to do business with him. In particular, he liked making friends during different social activities while doing busines at the same time. As such, a long-term trustworthy relationship with his busines partners was established. Having a good people network connection was one of his greatest advantage in property investment projects. (H1-2/7)

Mr. Cheng acknowledged the importance of talented employees to maintain company sustainable growth. He liked to give employees opportunities and empower them at work with job satisfaction. (H1-6)

Phase 4 – Development of property market in China
In 1990s, Mr. Cheng started property development projects in Beijing China. He gave a speech in Beijing that “Beijing is our capital city of motherland, however there was a lot of dangerous old buildings. In order to do good to citizen people, as a capable Hong Kong business man, I am going to do my best to help government make each citizen living in Beijing to own their houses.” Mr. Cheng was very supportive and generous towards lower to middle-class citizens to build an affordable house for them. Mr. Cheng always said “Effectively use stable profit generated from longer term investment projects to subsidize the development costs of under-developed provinces in China. By doing so, company profit is not only protected, company can also participate in poverty alleviation projects in China”. 

New World China Development was established in 1999. Mr. Cheng Kar Shun (eldest son of Mr. Cheng Yu Tung) said in 2005 that “NWD invested in China’s property industry for over 20 years, NWD has received many supports from government. NWD will continue our mission to walk along with motherland under different situations” and “NWD’s purpose of establishing NW China Land Co. Ltd. is to improve people’s living standards through investment of property development projects”. (H1-4) 

Mr. Cheng strongly believed that the secret of his success is mainly contributed by three facets of business ethics that is “hard work, sincerity and loyalty”. Some economists may argue that company’s success has nothing to do with business ethics, but in fact, business ethics can significantly reduce the time and business transaction costs. It is because commercial sale activities usually involve seller and buyer who may not know each other before. Thus, both parties would pay extra attention to every step of business transaction in order not to be deceived. As such, it would incur higher transaction cost of checking authenticity. (H1-3) 

In general, Mr. Cheng emphasized on the training and development of talent employees with adequate skill and knowledge to be able to contribute to company and society. (H3-1)
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Figure 6  The development history of CTF 
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Figure 7  The development history of NWD

Analysis of its cause of organization’s successes through 3H assumptions/hypotheses testing 
There are necessary and sufficient factors for 3H holistic framework for people and organization management. The proposed factors under each 3H domain will be tested with empirical facts collected. 

H1 Heart-oriented leadership that can engage and motivate followers is the first necessary factors. Identify the factors which caused major motivational power (commitment)

Mr. Cheng was a heart-oriented leader who was a reasonable and trustworthy business man who would never delay any payment to supplier as he deeply believed a sustainable way of doing business is to create a united goal with his business partners aiming for mutual win-win benefits. He was eager to create a conducive climate for uniting his business partners to achieve common goals (Assumption H1-5).

Mr. Cheng realized that retaining good talents are very key to a sustainable success of the company, thus he issued shares of the company to key management team members such that they also became shareholders of the company in order to align their interests to wholeheartedly develop the company together. By doing so, his key management team members were very committed to the company. Adequate and appealing compensation reward system was the most effective motivational power (Assumption H1-5).

Mr. Cheng was an effective Heart-oriented leader who would yield committed business partners as he was well known to be trustworthy businessman and people liked to do business with him. In particular, he liked making friends during different social activities and doing busines at the same time. As such, a long-term trustworthy relationship with his busines partners was established. Having a good people network connection was one of his greatest advantage in property investment projects (Assumption H1-2/7). 

Mr. Cheng acknowledged the importance of talented employees to maintain company sustainable growth. He liked to give employees opportunities and empower them at work with job satisfaction (Assumption H1-6).

Mr. Cheng was very supportive to China government and generous towards lower to middle-class citizens to build affordable houses for them. NWD also participated in poverty alleviation projects to help develop property for under-developed provinces in China. Mr. Cheng Kar Shun (eldest son of Mr. Cheng Yu Tung) said in 2005 that “NWD invested in China’s property industry for over 20 years, NWD has received many supports from government. NWD will continue our mission to walk along with motherland under different situations” and “NWD’s purpose of establishing NW China Land Co. Ltd. is to improve people’s living standards through investment of property development projects” (Assumption H1-4). 

Heart-to-heart communication and reciprocal behavior can maintain long-term relationship. It was demonstrated by Mr. Cheng through his three facets of business ethics that is “hard work, sincerity and loyalty” (Assumption H1-3).

H2 Head domain driven effective Strategy planning process is the second necessary factor. Identify the key strengths of organization (right directions/right things to do) 

Mr. Cheng’s rational, logical and strategic thinking to address customer’s need of quality guaranteed gold jewelry by setting “9999 gold content” trade mark for CTF was a bold decision to regain customer’s trust and a very good strategic move to differentiate CTF gold jewelry from other competitors. It was very well perceived by market at that time and created a very good company reputation (Assumption H2-2).

Mr. Cheng demonstrated his effective strategic planning process by expanding its business into one-stop comprehensive business model starting from raw material purchase, jewelry manufactory, wholesales export and retail business. In 1970s, CTF extended its business into diamond fashion jewelry and acquired a diamond mining and manufactory company in South Africa. In addition, CTF started exporting own designed diamond jewelry to South East Asia and US or UK in 1960s. Mr. Cheng noticed the changing market trend and was able to capture business opportunities and capitalize it into profits. Mr. Cheng was later named to be “Jewelry King” in Hong Kong because of his prominent influence and contributions made in jewelry industry (Assumption H2-1).

Mr. Cheng was also a head-oriented leader with strong and effective strategic planning, organizing and monitoring processes. In 1960s, he saw jewelry industry with limited development while the prospect of the real estate industry was prosperous. So, he started property development business and established Hip Hing construction company which provided the strongest supports and significant contribution on property development projects. When he had accumulated enough assets, experiences, knowledges and people network connection, he established NWD in 1970, which was then listed in HK stock exchange in 1972. The NWD company is further diversifying its business into property development, construction projects and hotels business (Assumption H2-1). 

H3 Hand domain developed competence to execute CRAIQES is the third necessary factor. Identify the key strengths of the competences of those responsible for execution (capability) 

Efficient execution of strategy requires competent and adequate resources. Mr. Cheng emphasized on training and development of talent employees with adequate skill and knowledge to be able to contribute to company and society (Assumption H3-1). 

The following CRAIQES analysis shows how Mr. Cheng executed the strategy effectively and efficiently (Assumption H3-2). 

Citizen responsiveness – CTF provided other value-added bank services such as gold deposit, currency exchange, money transfer and cheque deposit. Mr. Cheng proved to have keen market sense that these services were created in response to people’s livelihood needs since bank branch was not yet widely set up at that time. Thus, it not only reduced the cost of gold borrowing but also increased customer’s confidence on CTF brand and thus have positive impact on sales. 

Agility – Mr. Cheng was a pioneer to capture growing opportunity of diamond wholesale trading business and transformed a traditional gold retail shop into a wide range jewelry shop with different kinds of jewelry other than gold jewelry. The diamond jewelry generated a much higher profit margin than gold jewelry because each diamond jewelry is different in diamond quality, unique design and craftmanship, thus jeweler can set the price differently according to its quality and design.

Mr. Cheng introduced a nimble selling process. Firstly, the store in Central sold brand name shoes to attract more people coming to the store. Secondly, unique design jewelries were put in the prominent doorway display to attract the sights of passersby. Thirdly, they employed female staff to serve orange juice to make customer feel at home. At that time, these differentiated services are very well recognized by customers and left a great impression to them.

Innovation – CTF is famous about its quality product and service guaranteed focusing on middle to high end customer segments. In 1960s, Mr. Cheng was bold enough to adopt advanced thinking to incorporate air-conditioning and spotlights (these were high technology at that time in mid 50s) into their jewelry stores to make it more appealing to customers as a differentiation strategy. It did attract a lot of customers from middle to high end customer segments to buy jewelry from CTF. 

Quality – Mr. Cheng employed competent store managers to handle banking services in order to guarantee the quality of services provided and thus solidify the trust from loyal customers. 

In addition, CTF’s exports business went very well in 1970s. One of the reasons because they adopted a new technology to make a 3D jewelry mold to ensure the actual jewelry could perfectly meet the design requirements. This technology was unique in industry at that time creating a good market reputation that “CTF’s jewelry is the best quality guaranteed” as quoted by customers.

Efficiency – Mr. Cheng expanded a wide range of diversified product line covering brand name watches, pearl and precious stone jewelry in addition to gold and diamond jewelry in CTF stores. Each product section was responsible by competent and experienced staff with adequate skills trained for selling and handling customer’s enquiries effectively so as to gain customer’s trusts and retain loyal customers. The diversified product lines could not only reduce the costs of store operations but also attract more people to CTF’s jewelry stores. 

Speed – In 1990s, Mr. Cheng introduced a systematic and centralized management system to manage suppliers, production, sales and inventory record process. The centralized administration department was formed by experienced front end sales employees from each branch who were proactive in work and willing to learn new knowledges. The front-end sales employees were rich in practical experiences who could not only help improve the efficiency of sales process but also quickly response to customer needs and capture market opportunities under centralized administration function. 

All 3H domains closely integrated would secure the sufficient condition for organization success. Identify the sufficient factor leading to effective integration of 3H domains. 

Companies perform well in one or two H domains only may not be able to maintain sustainable growth and deliver good results. Effective leadership coupled with sound strategic plan and competent employees are sufficient factors to ensure the effective strategy executed holistically. With the above analysis, we observe that Mr. Cheng Yu Tung managed CTF/NWD effectively and efficiently through synergistic integration of each H domain with one another. Integration of domains of H1, H2 and H3 is very important as evidenced by the sustainable CTF/NWD’s performance over long-term (Assumption H3-1/2). All these outcomes found in Mr. Cheng’s life footprint proved that he was able to put a right person (heart) do the right thing (head) in a right way (hand) approach, leading to CTF/NWD’s exceptional performance over nearly 75 years (Assumption H3-3). 

Conclusion and key lessons learned 
This research aims to study from a holistic perspective to theorize the success of Mr. Cheng Yu Tung’s management philosophy and how he became one of the four HK family tycoon via 3H theoretical framework. Mr. Cheng scored high in every H domain especially Heart’s dimension. It is because effective people management is the key driver to unify employees to think and act efficiently in the same direction to maintain organization’s competitiveness and deliver long term growing results. This research revealed the predictability value of the 3H framework as evidenced by CTF/NWD exceptional performance over the past 75 years since 1945 under Mr. Cheng’s leadership. 

The key lessons learned is that 3H should be a holistic thinking paradigm or mental schema, which managers would intuitively draw on when they are involved in leadership activities, strategic planning and execution strategies. If the 3H framework is successfully embedded in the minds of managers within organization, they should be more likely to plan and execute their strategies effectively and efficiently contributing to the success of company performance. 
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