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Abstract

The research investigates the impacts of human resource practices on employee’s 
performance in the hotel industry context. It focuses on the following HR practices: 
Compensation policy; Decentralization and self-managed teams; Information 
sharing; Selective hiring; Training and development and Job security. Primary 
survey was conducted among the hotel managers in the United Kingdom. The 
results showed that all the listed HR practices, except the job security, have a positive 
impact on employees’ performance. The Policy of the selective hiring was found to 
be a key practice that had highest positive impact the performance. Other practices 
such as the Compensation policy, information sharing, and decentralisation of 
decision making and extensive training and development were also significant 
predictors for all the performance variables. 
Keywords: HR practices, employee’s performance, job security, selective hiring, 
decentralization, compensation policy, extensive training, information sharing, 
hotel industry

Introduction

Trained manpower is considered the highly valuable resources in hospitality industry (Pfeffer, 
1998; Wimbush, 2005). The impact of various HR practices on employee’s performance has 
come up as the main research question in HRM sector (Becker and Gerhart 1996; Guest, 1997). 
Although some investigations do indicate that some human resource practices may have a 
positive effect on employee’s performance ,however the majority of researchers still argue that 
more conceptual and empirical research is needed in this area (Brewster 2004; Cardon and 
Stevens 2004; Givord and Maurin 2004; Zhu 2004). As such in fact superior performance in 
hotel sector could be the outcome of effective utilisation of all available resources, which could 
offer competitive advantage to the organisation. However empirical evidence confirms that all 
the HR practices cannot be equally important source of sustained competitive advantage (Guest 
1997; Ahmad and Schroeder 2003fc). Thus, there is a need to investigate this gap pertaining 
to relative effect of various HR practices on Employee performance and then on competitive 
advantage. 
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	 The research is focusing in /hotel Industry because the hotel industry plays increasingly 
important economic role in most countries, and the industry relies heavily on the skills 
and abilities of its people to deliver hospitality with safety and quality at competitive prices.  
The present study addresses a central research question:
	 •	 What is the impact of human resource management practices on employee’s performance 

in hotel businesses?
	 In order to answer this question, a primary survey was carried among hotel managers in the 
UK; the survey recorded the manager’s perceptions on a list of HR practices and their relation to 
employee’s performance. This work will also develop many important implications for managers 
across hotel industry.

Literature Review

The efficient utilisation of human resources at work place is considered as the key to improved 
organizational performance (Marchington and Wilkinson 2000).The human resources are 
obviously more relevant in labour-intensive industry such as hotel sector (Telfer 2001). In 
this industry in different areas of service delivery such as front office, housekeeping, lobby 
management, etc., the customer satisfaction is directly related to employee’s performance. 
However certain factors such as technological adoptions,fluctuations in demand pattern, 
deregulation, competitions, etc., have led to the adoption of relatively flexible employment 
strategies, flexible labour markets and precarious employment relationships (Atkinson 1984, 
Golsch 2003). In general, the focus on cost effectiveness, proper control, service responsiveness 
and enhanced productivity, etc., have been leading to choices of flexible approach of employment 
in hotel sector (Burgess and Strachan, 1999; Sheridan and Conway, 2001). However the flexible 
strategies and thus job uncertainties are also negatively impacting employees’ morale and job 
commitment (Marchington and Wilkinson, 2000).
	 The HR Practices of flexible firm model is an area of interest in this research. To further 
understand significance of employees in hotel industry this study argues on the basis of resource 
based view of the organisations (Atkinson 1984, Slack et al. 2004) in the hotel industry. Previous 
studies have found that by treating and managing employees as resources and assets, any 
organisation can attain sustained competitive advantage. In such organisations the employee 
satisfaction is higher and employee turnover is low. The employee turnover has adverse impact 
on productivity and performance. Various factors that results from HRM practices have been 
found to influence employee turnover. The factors like recruitment and selection procedures 
(Wagner, 1991; Bonn and Forbringer, 1992), Orientaion and socialisation process (Kennedy 
and Berger, 1994); training and development (Hogan, 1992; Conrade et al., 1994); leadership 
styles (Lee-Ross 1993, Rowdem 1995, Wheelhouse 1989); inequality and discrimination at 
work (Anotolik, 1993); etc., have been found to influence staff turnover in hospitality industry. 
The customer satisfaction and CRM have been consistent issues dominating academic and 
practitioner discourses in hospitality studies and management over the last three decades (Harris 
and Ogbonna 1999). As employees leave there are fewer opportunities for customers to maintain 
long term relationships. Several studies have debated the role of the customer as contemporary 
issues in hospitality industry where the significant role of front-line employees to has been 
widely acknowledged. The researchers have found argued employee behaviour as a critical 
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factors that influence the customer service; Hartline and Ferrell 1996; Taylor and Pierce 1999). 
	 Thus in order to examine the effect of some selected HRM practices on employee’s 
performance in hotel sector in the UK (Pfeffer, 1998).This paper examined six main HRM 
practices:
	 1.	 Compensation policy
	 2.	 Decentralization and self-managed teams
	 3.	 Financial and performance Information sharing Policy 
	 4.	 Selective hiring Policy
	 5.	 Training and development Policy
	 6.	 Employment security Policy
	 Many previous empirical evidences suggest that the six HR practices proposed by Pfeffer 
(1998) have a significant effect on various settings. For instance, Ahmad and Schroeder (2003) 
based on Pfeffer (1998), investigated impact of HRM practices, on operations management 
across countries and industries and found support for Pfeffer’s HR practices in order to improve 
performance. The following sections discuss these six HR practices and thus develop hypotheses 
pertaining to relationship between six HRM practices and employee’s performance in hotel 
sector.

Compensation Policy

One of the dominant HR practice has been Performance-based compensation, in hotels. This 
practice is used in order to evaluate and reward employees’ actions (Collins and Clark 2003). 
Generally there is a consensus that performance-based compensation has a positive effect 
upon employee and hospitality performance (Brown et al., 2003; Cardon and Stevens 2004). 
The logic behind this is Vroom’s expectancy theory of motivation. Employee motivation, based 
on perceived expectations, can provide the link between compensation and performance. 
Expectancy theory posits that pay level will influence employee performance when (a) 
employees perceive that a relationship exists between their efforts and performance and (b) 
employees gain specific benefits if they perform well (Ngo et al., 1998). Empirical studies on 
the relationship between performance based pay and employee’s performance have generally 
found to have a positive relationship in hotel industry too (Delery and Doty (1996). Singh 
(2005) and Wimbush (2005) suggests that it is not just pay level that matters, but also pay 
structure. Still, both performances related pay as well as promotion can be considered as 
dominant factors enhancing individual performance and retention (Uen and Chien 2004).  
Collins and Clark (2003) studied 73 high-technology hotels and found that the relationships 
between the HR practices and employee’s performance (sales growth and stock growth) were 
mediated through their top managers’ effective networks. Cardon and Stevens (2004) pointed 
out that compensation is particularly important for small hotels because it affects recruiting 
and retention efforts. Cho, Woods, Jang and Erdem (2006) suggested that incentive plans are 
effective in decreasing staff turnover rates. Banker, Lee, Potter and Srinivasan (2001) conducted 
a longitudinal study of the effectiveness of incentive plans in the hotel industry and found that 
incentive plans related to increased revenues, increased profits and decreased cost. 
	 Therefore, first proposed hypothesis is:-
Hypothesis 1:  Compensation policy is positively related to employee’s performance in the hotels.
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Decentralization and self-managed teams

The role of decentralisations and team has been also studied in past. In hotels like other service 
sectors, employees are required to work in teams and make joint decisions and to undertake 
common initiatives in order to meet the objectives of their team and hotel. Effective team 
working requires professional people skills as well a deep understanding of aptitudes, abilities, 
temperaments, idiosyncrasies and personal traits of fellow employees (Ahmad and Schroeder 
2003). Teamwork and decentralization of decision-making promotes employee participation 
and commitment (Tata and Prasad 2004). Several studies identified self-managed teams and 
decentralization as important high-performance HRM practices (Singer and Duvall 2000).
Therefore, second proposed hypothesis is:
Hypothesis 2:  Decentralization is positively related to hotel performance.

Information Sharing Policy 

Transparency, empowerment and objectivity enhance trust and commitments in the employees. 
The sharing of information may have a dual effect: First, it conveys to employees the positive 
meaning that the hotel trusts them. Second, in order to make informed decisions, employees 
should have access to critical information. Communicating performance data on a routine basis 
throughout the year help employees to improve and develop. In a study of Japanese consultation 
committees, Morishima (1991) found a positive association between information sharing and 
productivity and profitability, and a negative association with labour cost. Regarding information 
sharing, most of the companies do not want to go for sharing , as they fear either to be passed to 
the competitors or misused otherwise thus making them vulnerable in the market. (Pfeffer 1998, 
Rønde 2001). Kiesler and Sproull (1994) pointed out that attitudes about information sharing 
depend on the form of the information. Burgess (2005) studied employee motivations for 
knowledge transfer outside their work unit and found that a significant percentage of employees 
perceived knowledge as a means of achieving upward hospitality mobility. Therefore, third 
proposed hypothesis is:
Hypothesis 3:  Sharing of information is positively related to hotel performance.

Selective Hiring Policy 

Recruitment policy goes in line based resource based views of the employees. The right 
employees can be real assets that create long term competitive advantage. Thus a right and 
selective hiring practice can ensure that the right people, with right skills and knowledge, are at 
the right place, so that they fit in the culture and the climate of the hotel. Moreover, pinpointing 
the right employees would decrease the cost of employees’ education and development. Further, 
Huselid (1995) argued that hiring the right employees increases the employee productivity and 
contributes to a reduction in turnover in high performance organisations. However, recruitment 
is often quite problematic for smaller companies (Cardon and Stevens 2004) due to several 
reasons such as limited financial and material resources and jobs with unclear boundaries 
responsibilities, which decreases their potential to hire qualified candidates. Therefore, fourth 
proposed hypothesis is:
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Hypothesis 4:  Selective hiring is positively related to hotel performance.

Training and Development

Motivation requires ability and willingness. Whereas latter can be a challenge of leadership, 
communications and employees maturity , to the other hand the earlier one-the ability depends 
upon right kind of training. Training and development may be related to employee’s performance 
in many ways. Firstly it increases employee’s specific abilities and skills thus leading to increase 
in productivity, as well as reducing job dissatisfaction (Huselid 1995). Companies may also assist 
their employees in career planning to encourage them to take more responsibility for their own 
development through polishing their skills and knowledge (Doyle 1997). Cardon and Stevens 
(2004) reviewed training in small hotels and found that their problem lies with unstructured 
training and informal job, which sometimes do not prove worthwhile. Moreover, Brewster 
(2004) examined the differences between US and European HR management systems and found 
that training and development increase significantly from one side of the Atlantic to the other. 
Storey (2002) examined the relationship between training and hotel performance in middle-
sized UK companies and proposed that, in the context of smaller hotels, it is necessary to widen 
the concept of training through education, training and development. Therefore, fifth proposed 
hypothesis is:
Hypothesis 5:  The extent of training and development will be positively related to employee’s 
performance.

Job Security

Job security decreases employees perception of risk, thus it creates a climate of confidence and 
trust among employees and reinforces their commitment to the hotel. Job security requires a 
certain degree of reciprocity: first, a hotel just signals a clear message that jobs are secure; then, 
employees believing that this is true feel confident and commit themselves to expend extra effort 
for the hotel’s benefit; finally, having learned that job security contributes to its performance, the 
hotel continues to invest in job security (Pfeffer 1998). With regards to job security, Probst (2002) 
developed a conceptual model of the antecedents and consequences where antecedents include 
worker characteristics, job characteristics, hospitality change and job technology change while 
consequences include psychological health, physical health, hospitality withdrawal, unionization 
activity, hospitality commitment and job stress. Job involvement, cultural values and procedural 
justices moderate job security perceptions and attitudes. Further, Buitendach and Witte (2005) 
assessed the relationship between job insecurity, job satisfaction and commitment in hospitality 
sector. Job satisfaction was also found to mediate the relationship between job insecurity and 
effective commitment. However, today’s business environments are far from providing job 
security to their employees. For example, in an analysis of the changes in the risks of involuntary 
job loss in France between 1982 and 2002, Givord and Maurin (2004) found evidence that changes 
in the technological environment do make employees insecure thus leading to Staff turnover. 
Therefore, sixth proposed hypothesis is:
Hypothesis 6:  The presence of job security is positively related to hotel performance.
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Methodology

The study randomly collected data from a sample of 71 hotels using refined questionnaire 
post a pilot testing this. The final research instrument was sent to HR Managers of 372 hotels, 
however had complete response from 71 only thus achieving 19.1% response . The research 
instrument used a scale of 20 statements that measured six HR practice; Compensation policy, 
Decentralization and self-managed teams, Information sharing, Selective hiring, Training and 
development, and Job security on 1 to 5 ( 1-strongly disagree.. 5 strongly agree).. The instrument 
was borrowed and adapted from various authors as discussed in concepts developments in the 
literature section. The development of the scale is detailed in next section. 

Validity and Reliability 

In order to determine scale validity first of all face and content validity was established by asking 
a set of experts about the scale and their closeness to the underlying constructs of the HR policy. 
The construct validity, number of underling constructs, and additively of the scale was checked 
using Principal component analysis with varimax rotation with Eigen value of greater than one. 
The KMO (= 0.53) and Bartlet test( p = 0.031) respectively indicated that sample is adequate 
and scale are related as the items matrix is not identity matrix so we scale items can be added 
(Hutcheson & Sofroniou, 1999 .The output from Principal component and varimax rotation 
found that around 65% of variance in the Construct of overall HR practices was explained by 
underlying six factors (compensation policy = 12.6%, decentralization = 17.5%, training & 
development = 12.2% , information sharing = 8.8%, selective hiring = 8.7%, and job security = 
6.1%). Anderson–Rubin Method was used to ensure orthogonality of the estimated factors, to 
produce factor scores. Those items that had heavy loading greater than 0.5 (hair et al, 1998) were 
considered to belong to a particular construct or dimension. The findings from factor loading 
implied that four items explained variance in first component that was named as Compensation 
policy (see table 2), and similarly other components were identified as; Decentralization and 
self-managed teams (5 items), Information sharing (2 items), Selective hiring (3 items) , Training 
and development (4 items), and Job security (2 items). The scale with corresponding items is 
listed below:

Compensation policy 
	 1.	 Staff rewarded to reduce turnover
	 2.	 Incentives given to boost individual performance
	 3.	 Employees selected and paid based on their contribution
	 4.	 Employees that care about firm’s objectives are rewarded

Decentralization and self-managed teams
	 5.	 Decentralized decision making encouraged
	 6.	 Teams used to decide about production problems
	 7.	 Teams regularly used to perform various task
	 8.	 Decisions taken through team consultation
	 9.	 Team players encouraged and rewarded 
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Information sharing
	10.	 Employees know well our objectives and strategy
	11.	 Staff kept well informed about their performance

Selective hiring 
	12.	 Consultants used when hiring personnel
	13.	 Frequently use pre-recruitment tests 
	14.	 Personnel preferred who fits organisational culture

Training and development
	15.	 Training is a motive for employees to achieve more
	16.	 Staff trained and developed systematically 
	17.	 Training is key skill area
	18.	 Staff trained to gain multi skills and abilities

Job security
	19.	 Focus on job security
	20.	 Employees that perform modestly do not get fired
	 The scale was tested for reliability using Cronbach alpha. The analysis indicated that all the 
dimensions ( all six policies) had reliable scale items (Cronbach alpha > 0.7, see table 1).

Table 1:  Rotated factor loadings for the six HR practices, Eigen values and scale reliability coefficients 
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Incentives to boost individual 
performance

0.608 0.543

Employee selected on their 
contribution

0.583

Employees care firm’s objectives 0.539 0.458

Training is a motive for employee 0.700

Staff trained/develop systematically 0.635

Training is key skill 0.410 0.436

Staff trained to gain 0.549 0.427

Employees know objectives /strategy 0.729

Staff well informed about performance 0.778

Consultants used hiring personnel 0.747

Frequently use pre-recruitment tests 0.655

Personnel who fits culture 0.449 0.476

Focus on job security 0.814

Employees perform modestly not fired 0.446 0.619

Eigen value 8.220 2.279 1.610 1.394 1.279 1.043

Initial % of variance explained 34.249 9.497 6.709 5.810 5.330 4.347

Rotation sum of squared loadings 4.207 3.040 2.937 2.094 2.067 1.480

Percept of variance explained 17.5 12.6 12.2 8.8 8.7 6.1

Cronbach 0.906 0.757 0.747 0.713 0.756 0.783
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Analysis and Findings 

Performance of the Hotel 
There is considerable debate in literature regarding metrics of effectiveness of HR practices 
or organisational effectiveness (Colakoglu, Lepak and Hong 2006). Some studies have used 
financial indicators like such as ROI Delery and Doty 1996), sales ( Batt 2002), or even employee’s 
performance ( Becker and Huselid 1998; Rogers and Wright 1998).however each method has 
its challenges (Claver, Molina and Tari 2002; Arthur and Cook 2003; Caloghirou et al. 2004). 
As each organisation has some unique contextually factors so one set of measure may not be 
generalised to other hotel or organisations. Also the impact of new HR practices on employees’ 
performance or financial indicators can be felt long after their implementation. Thus an indirect 
measure of performance based on managers’ perceptions has been used in this research the 
indicator has six dimensions namely; perceived service quality, perceived production cost, 
perceived market share, perceived sales, and Overall perceived hotel employees’ performance. 
Were measured on a Likert’s scale 1 to 5 (1 – low, 5 highest). The reader should consider possible 
biases in self-reported performances due to agency affects. However the response has a large 
standard variance thus indicated that response to self-reported performance may not be much 
biased or inflated (see Table 2) 

Table 2. Means, standard deviations and correlation matrix for variables

Mean SD 1SL 2PQ 3 PC 4 PMS 5 PS 6 PHP

Control Variables

1. sales (SL) 2.91 960 1 0.077 0.047 -0.116 -0.265* 0.092

Hotel Performance

2. Perceived quality (PQ) 3.52 1.04 1 0.559** 0.529** 0.419** 0.528**

3. Perceived cost (PC) 3.55 0.96 1 0.587** 0.429 0.528**

4. Perceived market 
share (PMS)

3.58 0.96 1 0.398**

5. Perceived sales (PS) 3.59 0.88 1 0.667**

6. Perceived hotel 
employees’ performance 
(PHEP)

3.69 0.87 1

HR Practice variables

7. Compensation (CP) 0.005 0.193 0.419** 0.105 0.284* 0.271*

8. Decentralisation (DC) -0.046 0.112 0.232 0.265* 0.328** 0.323**
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9. information 
sharing(IS)

-0.023 0.145 0.128 0.510** 0.252* 0.233*

10. selective hiring (SH) 0.077 0.480** 0.337** 0.274* 0.241 0.346**

11. training/ develop 
(Td)

-0.166 0.259* -0.033 0.063 0.282* 0.345**

12. job security (JS) -0.171 -0.112 0.173 0.106 -0.016 -0.009

Note: **correlation is significant at 0.001 level ; *correlation is significant at 0.01 levels

	 Since the HR practices variables are factor scores, produced by the Anderson-Rubin 
method, the score produced have a Mean-0, SD-1 are uncorrelated, the co-relation with each 
other are. 00 are not included in this table.
	 Further, as both independent variables (6 HR practices) and dependent variables 
(performance) were self-reported and in same survey , there are chances of problem of common 
method variance and this should be addressed before interpreting results (Podsakoff et al. 
2003). In this research, Harmon’s factor test was used to examine whether or not there have been 
problems of common methods variance such that the independent variables and dependant 
variables inflates the empirical relationships among them. A large degree of common method 
variance is indicated, if Harmon’s test reveals only one factor analysis. However in this study 
when Harman’s test was applied to six practices and performance indicators, the result has seven 
distinct factors (first has only 18.47% variance and others still lower) thus indicating that there 
is negligible degree of common method variance problem. Hence it can be concluded that the 
common method variance is unlikely to bias this sample and so. As previously stated arguments, 
it is concluded that the expert opinions of HR managers would be valid and appropriate indicator 
for this kind of study. 

Relationship between HR Practices and Hotel’s Performance

The following sections discuss results from Univariate analysis and hierarchical multiple 
regression analysis, thus assessing the effect of HR practices on hotel performance variables. 

Univariate Analysis

The results from Pearson’s correlation analysis evidenced negligible correlation between 
control variables (sales and number of full-time employees) either with perceived performance 
variables (product quality, production cost, market share, perceived sales, perceived employee’s 
performance in the hotel) or with any of six HR practice (see Table 2) . However there was 
significant and mild to moderate relationship between perceived performance and each of six 
HR practices (P < 0.05). The correlations coefficient of overall performance with HR practices 
indicated that the policy of selective hiring has highest and significant correlation with perceived 
hotel employees’ performance (r = 0.346, p < 0.001) , and is followed by training & develop (r = 
0.345, p < 0.001), .decentralisation (r = 0.323, p < 0.001), compensation(r = 0.271, p < 0.01), and 
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information sharing. (r = 0.233, p < 0.01). But job security has no relationship with either overall 
performance or its six components (p>0.05). 
	 At component levels of performance, the results show that the compensation policy had 
significant positive correlations with Perceived cost ((r = 0.419, p < 0.001), Perceived sales 
(r = 0.284, p < 0.001), perceived hotel employees’ performance (r = 0.271, p < 0.001) in that 
decreasing order, but have no significant relationship other performance indicators. Also policy of 
decentralization has significant and mild relationship with perceived sales (r = 0.328, p <  0.001), 
perceived hotel employees’ performance ((r = 0.323, p < 0.001) and perceived market share (r = 
0.265, p < 0.01). The policy of information shearing has significant and moderate relationship 
with .Perceived market share (r = 0.510, p < 0.001), but mild relationship with Perceived sales(r = 
0.252, p < 0.01) and perceived hotel employees’ performance (r = 0.233, p < 0.01). It is found that 
the policy of selective hiring has significant relation with all the components of perceived hotel 
employees’ performance; Perceived quality (r = 0.480 , p < 0.001) perceived hotel employees’ 
performance (r= 0.346, p < 0.001) and milder relations with , Perceived cost (r = 0.337, p < 
0.001) , Perceived market share (r = 0.274, p < 0.01) and perceived sales (r = 0.241, p < 0.01) , 
Training and development policy is found to relate significantly with perceived hotel employees’ 
performance (r = 0.346, p < 0.001) , perceived sales (r = 0.282, p < 0.01) and Perceived quality (r 
= 0.259, p < 0.01) and no relations with Perceived cost and Perceived market share. Surprisingly 
the policy of job security has no significance relationship with any of indicators of perceived 
performance. In order to determine relative impact of all six HR policies on the Performance 
regression analysis has been undertaken, the deaths are provided in subsequent section. 

The Impact of Six Policies on Perceived Performance 
Indicators using Hierarchical Regression

Hierarchical multiple regression analysis was conducted to determine the best linear 
combination of HR practices for predicting employee’s performance. Variables were entered in 
three steps. Initially, the control variable (hotel size) was entered in Step 1 of the regression 
equation. Based on the resource-based view, HR practices will be a competitive advantage 
if they are difficult to emulate. Similarly, large hotels may have a resource advantages over 
smaller hotels. Therefore, hotel size was included as a control variable, measured by the 
number of employees. In Step 2, five HR practices (perceived product quality, perceived 
cost, perceived market share, perceived sales, and perceived employee’s performance in the 
hotel) were entered into the regression equations. Finally, in Step 3, ten interactions of the 
five factors into the regression equations were entered. Tolerance tests showed no significant 
co-linearity among variables. Five measures of employee’s performance in hotel were used 
perceived quality improvement, perceived cost reductions, perceived increase of hotel’s market 
share, perceived overall of sales, and perceived improvement of overall employee’s performance 
in the hotel. The results are reported in detail in Table 4.
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	 The combination of HR practices in Step 2 significantly predicted employee’s performance in 
the hotel, F-value 8.292, p, 0.001, with all five variables significantly contributing to the prediction. 
The beta weights, presented in Table 5, suggest that selective hiring, training and development and 
decentralization, contribute most to predicting perceived overall employee’s performance in the 
hotel. The change in adjusted R square value was 0.475, p, 0.001. This indicates that 47.5% of the 
variance of employee’s performance was explained by the model. According to Cohen (1988) this 
is a large effect. For most measures of employee’s performance, HR practices showed a significant 
effect. More specifically, in Step 2, the changes in adjusted R square value were: for perceived quality 
R2 value 0.350, p, 0.001 (F-Value 4.865, p, .001), for perceived cost R2 0.368, p, 0.001 (F-Value 
5.404, p, 0.001), for perceived market share R2.426, p, 0.001 (F-Value 6.806, 91 p, 0.001) and for 
perceived sales R2 ¼ .429, p, 0.001 (F-Value 7.847, p, 0.001). Selective hiring and compensation 
policy were significant predictors for all dependant variables, thus supporting hypotheses 1 and 4. 
In Step 3, the ten interactions of the five HR practices had a moderate effect only on the perceived 
cost (F-Value 3.639, p, 0.001 change in adjusted R square 0.193, p, 0.1) and the perceived market 
share (F-Value 4.072, p, 0.001 change in adjusted R square 0.165, p, 0.1).

Conclusion

The primary purpose of this study was to evaluate the impact of HR practices on employee’s 
performance in the hospitality industry. Based on Pfeffer (1998), It was hypothesized 
that the following practices are related to hotel performance: (1) Compensation policy;  
(2) Decentralization and self-managed teams; (3) Information sharing; (4) Selective hiring; 
(5) Training and development; and (6) Job security. There was found overall support for all 
hypotheses except hypothesis 6 on the effect of job security. The results indicated that, although 
each of HR practices was significantly correlated with hospitality performance, selective hiring 
and compensation policy were significant predictors for all performance variables, adding to the 
understanding of the factors leading to improving employee’s performance in the hotel sector. 
This study contributes to both the HR practices and hotel-performance literatures in a number 
of ways. The first (and rather obvious) implication that can be derived from the evidence found 
that HR practices are related to employee’s performance in the hotel, a finding consistent with 
a variety of extant theories and studies. Hence, hotel performance depends on human capital: 
selecting, developing and rewarding the best people as well as revealing to them critical hotel 
information in order to make informed decisions which they are authorized to take. Results 
supported the hypothesis that selective hiring is positively related to hotel performance. Prior 
research suggested the practice of selective hiring results at sales growth (Collins 2003) and 
creates profits (Michie and Sheehan-Quinn 2001). Selective hiring was found to be a significant 
predictor to all hotel performance measures: perceived product quality; perceived production 
cost; perceived market share; perceived sales; and perceived employee’s performance. These 
findings suggest that selective hiring is a key practice that improves hospitality performance. 
Similar to previous research (Brown et al. 2003; Collins and Clark 2003; Cardon and Stevens 2004) 
compensation policy was a predictor of hotel performance. Compensation policy was correlated 
with the perceived sales; product quality, production cost and overall hotel performance.Results 
also demonstrated that working in self-managed teams can result in the growth of both sales 
and market share. Self-managed teams increase worker responsiveness to problems as well as 
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decrease overhead and management costs through fewer hierarchical levels. Workers can gain 
autonomy and personal control. Actually, because each member is considered to be important 
to the team’s success, Self-managed teams help to unleash the untapped potential of each 
employee. Evidence suggests that information sharing improves market share and sales. At the 
same time there was no significant association of information sharing to product quality or 
product cost. Morishima (1991) found a stronger association between information sharing and 
productivity and profitability (measured by Return on Assets and Return on Sales) in hotels than 
non- hotels. This can be attributed to the sharing of tactical rather than strategic information 
with employees. Nevertheless, many companies are wary of sharing critical information with 
their employees because of the possibility of losing control of them (Pfeffer 1998).Although, 
training and development may be related to hotel performance in many ways (Huselid 1995; 
Doyle 1997; de Cerio 2003; Paul and Anantharaman 2003; Zhu 2004), results show that 
training is only related to perceived sales and overall hotel performance. One would expect a 
greater relationship between training and development and the cost and quality of products, 
because of improved hotel specific employee skills and productivity. However, it is argued that 
this result shows that training practice has an indirect effect to employee’s performance. Few 
studies have been able to establish a clear link between training practice and hotel performance 
(Newkirk-Moore and Bracker 1998). The same finding was uncovered by Accenture’s ‘The High 
Performance Workforce Study 2004’ report:Despite a significant increase in content and budget 
of training programmes, only 16% of executives said they were very satisfied with the training 
function. This result underscores the effect of effective training content and structure. Training 
in sales is more structured thus more productive than training of the workforce, which is more 
atypical and unstructured, particular in small enterprises (Cardon and Stevens 2004; Ngo et al. 
1998). Contrary to the hypothesis 6 the effect of job security on hospitality performance was 
not supported. One explanation is that job security requires a certain degree of reciprocity: a 
hotel and its employees should exchange signals of confidence, commitment prior to rewards; 
finally, a hotel that has learned that job security contributes to its performance will invest again 
in job security (Pfeffer 1998). This long term investment is not always the easiest thing to do. 
In particular, small and medium enterprises may find it hard to see all the connections between 
antecedents (such as worker job characteristics, hospitality change and job technology change) 
and consequences (such as turnover, hospitality commitment and job stress) of job security.

Limitations, Direction for Further Research and Conclusions 
Although the current research focuses on testing the effects of HR practices on hotel performance, 
the researcher acknowledge that the present study has limitations. First, the sample is drawn 
from the UK hospitality industry, a mature industry, which is characterized by the proliferation 
of small and medium enterprises. Results from studies on a specific industry may have 
limitations to generalizing to other sectors of the economy and vice-versa. On the other hand, 
much of the research on HR practices has been conducted in UK, thus the findings of this study 
can be useful in future comparative studies. Second, the use of self-report questionnaires may 
limit the ability to draw conclusions about the causal nature of the relationships. In this study, 
researcher designed the questionnaire in a way that minimized the possibility of largely capturing 
respondents’ implicit performance theories more than any real phenomenon. Nevertheless, 
self-report measures of performance can be reasonably valid. Self-reported measures may, in 
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some cases, represent more accurate descriptions than more objective measures (Podsakoff and 
Organ 1986; Day 2003). Wall et al. (2004) have shown that perceived data correlates highly with 
the assumed more objective financial performance data. Despite these limitations, this study 
provides evidence regarding the effects of HR practices and suggests that selective hiring and 
compensation policy are important in the hotel performance. Future research could clarify the 
causal relationship between HR practices and employee’s performance. Another direction for 
future research is to examine HR practices in sets in order to assess their collective effect. The 
conceptual basis of further research can be extended. An interesting avenue for future research 
is the market-based competitive advantage approach, which declares that the market determines 
who is competitive or not (Reed, Lemak and Mero 2000). The market-based approach can 
provide an alternative theory to the resource-based view of competitive advantage, in order to 
examine the effect of HR practices on hotel performance.
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