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ABSTRACT

Prior research evidence has been set on the relationship between human resource management
and performance relationship. Yet, very little has been comprehended on exactly the vehicle that

drives this relationship of human tescurce to organizational performance.

In response to the call to explore this hidden element of the mechanism through human resource
strategies work to achieve a higher performance, this study is designed to extend the previous
work by examining the relationship between human resource strategies and strategic orientation
and organizational perfonnénce in terms of financial and non-financial performance.
Specifically, this research probes into the relationship between human resource strategies
developed by Dyer and Holder (1988) (involvement, investment and inducement strategies) and
strategic orientation developed by Miles and Snow (1978) (prospector, defender, analyzer and

reactor strategic orientation), and organizational performance in relation to financial aind non-

~finaneial performance of 101 hotels and resorts based in the Maldives, The questionnaires were

distributed to-the hotels and resorts using convenient sampling,.

i

. The research hypotheses were tested using PLS estimation tebbniqﬁe version 2.0 while
iIdCSCl‘lp‘[iVG analysis was done using SPSS statistical software version 20 This rescarch revealed
_.:_the significant effect human resource strategies have on strategic orientation and also the positive
influence of strategic orientation to both fmanmal and non-financial performance. This study also
._:'é'établished the mediation role of strategic orientation in driving the human resource strategies to
. _"-:ﬁ_on—ﬁnanciai performance. However, no such mediation was found in the relationship between

human resource strategies to financial organizational performance.

The discussion collates the empirical evidence and contribution. Theoretical and practical

_implications as well as recommendations for future research are provided.
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CHAPTER 1: INTRODUCTION
- 11 Chapter Overview

“The opening chapter presents the research overview beginning with the background of the
._'-.ésearch (section 1.2) followed by the problem statement (section 1.3) and research objectives in

‘eiation to the literature (section 1.4). The assumptions made are highlighted (section 1.5)

: .:fb'getllei' with the deliberation of significance of the research (section 1.6). The limitations of the
'-'_esearch (section 1.7) are then explained along with the research scope (section 1.8). The chapter

will conclude with operational definitions (section 1.9) along with the structure of the thesis

section 1.10} and a brief summary of the areas that discussed in the chapter (section 1.11),

I 2 Background

L is an ag1eed pI‘IOI‘lty within the Human Resomce Management (HRM) literature that for

orgam?dtlons to be highly wmpehtwe effective and successfu] in this dynamic business
environment, organizations should give a paramount in managmg Human Resources (HR) (e.g., ‘
- Buren, Greenwood and Sheehan, 2011; Buller and McEvoy, 2012; Chow, “Teo and Chew, 2013)

On—gomg analysis and research within the field elevates the importance of aligning HRM
'-féystems to organizations business strategy in q;der to improve a company’s bottom line (e.g.,

Sh]h, Chiang and Hsu, 2007; Subramony, 2009; Chow and Liu, 2009; Azmi, 2011; Chow, Teo
aﬁd Chew, 2013).

" The role of HRM has changed over time. Literature has indicated that the orientation of HRM
has evolved to be rather different compared o previous manifestations (e.g., Buren, Greenwood
and Sheehan, 2011). Pursuing strategy that links people from profit has become a major theme

- which means that the function of HRM is creating value by associating HR strategies to business
strategies (Yeung and Berman, 1997; Chow, Teo and Chew, 2013). This is also designated as
Strategic HRM (SHRM) in afore mentioned literature. Similarly, latest studies has depicted that
the conventional definition of a strategic approach to HRM is defined as “the pattern of planned
human resource deployments and activities intended to enable an organization to achieve its
goals” (e.g., Chadwick, 2010; Buren, Greenwood and Sheehan, 2011; Chow, Teo and Chew,
2013).
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o

'H'(;i.vever, the service sector refated to hotels and resorts are frequently understood as one with
_.inﬁ_a:équate employee practices and due to this the sector experiences a high employee turnover
_“r.a:te.;.(McGumligle and Jameson, 2000; Wilton, 2006; Blomme, Tromp and Rheede, 2008). The
?ﬂ;’éioglloll]jes of this sector which is highly intensive in labor and its vulnerability to
eﬁv1rozm1entai impacts for instance fluctuations in the market further justifies the importance of
SHRM in the sector (Chand, 2010). Therefore, couniries that give a paramount to hotels and
é’o’rt’s as a major income driver such as Turkey and Maldives should adopt SHRM in the sector
01 Madanoglu and Okumus, 2011). For instance, with the hotels and resorts being the major

1ab1ér of the Maldivian econontic development and the competition heightening from the

__Syﬁthesiﬂng various research conducted, an insight on how human resource strategies (FHRS)
1‘1'1ﬂ'{iénces organizational performance has been identified {e.g., Wright, Dunford and Snell,
20.01 Harris and Obganna, 2001; Jiang et al., 2012; Theodosiou, Kehagias and Katsikea, 2012),
The critical role played by the Strategic Orientation (SO) to link HRS to organizational
f;.a._rmance has also been acknowledged in the literature (e.g., Chow, Teo and Chew, 2013). It
s_._'_aﬂso been identified that organizational performance cannot only be measured in terms of
maﬂce; non-financial factors should also be included in the same mode as financial performance
(Avcz, Madanoghi and Okumus, 2011). However, the mechanism through which HRS works to
attam superior performance has not been fully unveiled (Chow, Teo and Chew, 2013).

H'éncefonh, this study explores the mediating role of SO on the relationship of HRS to
.I_.'--"di'ganizational performance in terms of financial organizational performance (FOP) and non-

~ financial performance (NFP).

.

1.3 Problem Statement

The vehicle that links:HRS and organizational performance (financial and non-financial) has not
been fully explored; and sufficient research has not been conducted to examine the mechanism

through which HRS works in achieving superior performance (Chow, Teo and Chew, 2013).
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: Therefore, this study has probed into the unveiled research that exists amid HRS and FOP as
.:'w"ell as NFP by examining the mediating role of SO between HRS and organizational

_ .ﬁéffonnancc in terms of FOP and NFP,

'C.how, Teo and Chew (2013), stresses on the importance of researching on the ways in which HR
produces continued competitive’advantage and augment organizational performance (FOP and
NFP) and hence designates SO as a mediator of the HRS — FOP and HRS - NFP relationship.

Tlie main theory used is the SO developed by Miles and Snow (1978). Smith, James, Guthrie and

'("f.h:"en (1989) mentioned that this strategic typology is one of the most important and popular

ébi‘ies of strategy types. Prior research has emphasized the significance of integrating HRS and

egy in order to achieve superior business performance financially and non-financially {e.g.,
fer 1994; Wright, Dunford and Snell, 2001). Hence, in order to' achieve the research
objective, the concept of HRM strategies (Inducement, Investment and Involvement) by Dyer

and Holdings (1987) has been used in the study.

} d.'ate, SHRM research has primarily focused on evaluating the linkages between HRS and
g_amzational performance (FOP and NFP) and how HRS influences the performance of the
g_a_n__jzations (e.g., Harris and Obganna, 2001; Jiang et al., 2012; Theddosiou, Kehagias and

K__E_lfgs:_ikca, 2012). Similarly, research prominence has been given on how SO affects

g_'a'ﬂi:zational performance as well (e.g., Doyle and Hooley, 1991; Aragdn-Sanchez and
Séﬁé_hez—Marin, 2005; Escriba-Hsteve, Sénchez-Peinado and Sanchez-Peinado, 2008; Avci,
Méd.éiioglu and Okumus, 2011; Kumar, Boesso, Favotto and Menini, 2012). However, rcsearch

n'the relationship that is driving HRS to organizational performance (FOP and NFP) is

Although literature has primarily emphasized on the importance of SO in the hotels and resorts
'e'.g., Avei, Madanoglu and Okumus, 2011), such importance has not been explored in the
‘Maldives. Maldivian tourism sector especially related to hotels and resorts are the main source of

_'._:'i'ncome for the country and accounts for a large number of jobs in the country (Ministry of

" Tourism, Arts and Culture, 2013). Nevertheless, the hotels and resorts were conspicuously
affected by the recent economic and financial crisis and remain tremendously vulnerable to the
fluctuations in the economy. Although the Maldivian tourism sector associated with hotels and

resorts was expected to rebound in 2010, the incessant recession in Euro zone in mid-2011
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ontinued. The squeeze of profits induced by the global crisis has provoked some resorts and
cﬁel owners to cut costs by reducing staff or making staff redundant (Ministry of Tourism, Arts
nd Culture, 2013). Therefore, the Maldivian hotels and resorts have to adopt strategies that are

“flexible and easily adaptable in this dynamic business environment,

On a larger scale, the contracti(;n in resorts and hotels may reduce government revenues and
"fove costly to the economy. Given the importance to the economy, there is a need to diversify
the resorts and hotels based in the Maldives including attracting demand, enhancing economic
':é.'@_'ticipation, increasing motivation, and so on so forth. This will have a significant impact on the

ganizational performance of the hotels and resorts.

: :ené'e, it is crucial to defiver outstanding performance to retain and atiract customers not only to
hieve the economic benefit but also since thc competition is heightening from neighboring
ountnes such as Srl Lanka, India and China (Busmess Times, 2012; Mmlstw of Tourism, Arts
'nd Cuiture 2013). There i is, therefore a nced to investigate the role of SO that mediates the bond

hat exists between HRS and FOP as well as HRS and NFP in the hotels and resorts based in the
Maldives. '

Chow Teo and Chew, (2013) emp11a51zes that HRS combined with SO will be better for
gamzatmns to reach their strategm goals. Thmefme HRS and SO underpin each other to

¢nerate sustainable competitive advantage which will eventually heighten the performance of

he organizations. Thus, the important joint linkages between HR and SO to organizational
erformance (FOP and NFP) should be further investigated. Héhceibrth, this study has served

: ﬁnpiications to the hotels and resorts in the Maldives which is the main income driver in the

- country as mentioned earlier.

. This research designated SO as a mediator of HRS to FOP and HRS to NFP relationship in the
hotels and resorts based in the Maldives. To broaden the horizon, more profound research should
focus on doing similar but to other industries. The findings can also be used to support the

aspects of the contingency perspective.
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4 Research Objectives

Th'é;overarching research abjective is to investigate and study the mediation effect of strategic

brientation on the human resource strategies to organizational performance relationship in terms

of financial and non-financial performance in the hotels and resorts based in the Maldives. The

écific objectives are:

; To determine the relationship of human resource strategies (inducement, investment and
invelvement) to strategic orientation in the Maldivian hotels and resorts.

._" To identify the impact of strategic orientation to organizational performance in terms of
" financial performance and non-financial performance.

To examine the mediation effect of strategic orientation on human resource strategies to
."organizati_onal performance relationship in terms of both financial and non-financial

- performance.

Assumptions

e assumption that the responses received by the managers are discrete and not influenced by

y factors such as common method bias has been made throughout the research. This is mainly

cause the study heavily relied on a single respondent from each organization risking the

fimon method bias. Common method bias is defined as “variance that is attributable to the

measurement method rather than to the construct of interest. The term common method refers to

hé_'.jbrm of measurement, at different levels of abstraction such as content specific items, scale
ipe, response format and the general context” (Fiske, 1982 as cited by Podsakoff, MacKenzie,
Lec and Podsakoff, 2003).

1.6 Significance of the Study

* This research has probed into the mediating role of SO in the relationship between HRS and
organizational performance (FOP and NFP) in line with the research done by Chow, Teo and
Chew (2013) wherebiz the authors stated that this relationship has not been fully explored. The
analysis and findings will be beneficial to the Maldivian government since the hotel and resort

industry in the Maldives has transformed rapidiy\ metamorphosing the Maldives into a

INTIINTERNATIONAL UNIVERSITY {2013}




quintesscmia] island holiday destination. This is because the Maldivian tourism industry related
0 t_)tels and resorts has been experiencing a strong growth of 4.3 percent at average (in real
élfmé) per year since 1999. This significant economic growth and the planned development
Wi’;ﬁin this sector has transformed the country into a world-renowned high-class tourism
.ination. The volume of tourists visiting Maldives increased from 430,000 to 683,000
_e’;v\;éen 1999 and 2009; an average increase rate of 7.5 percent (Ministry of Tourism, Arts and
Giﬂﬁ_ire, 2013). The amount crossed 1 million by 2012 while 70 percent of tourists are from
”u'fo:' e (mostly from Italy and the United Kingdom). Moreover, the investment within the hotel
d resort industry is growing rapidly as well. More than half of the resorts are managed through
1gﬁ ownership or joint ventures while the rest are operated by Maldivians, This is generating
snificant amount of income for the country contributing to the nation’s gross domestic
Q_chict (GDP). According to the strategic human resource development plan for .the tourism
ustry 2011 — 2015, total revenues from the tourism industry in the Maldives comprises of
sroximately 28 pefcent of total government revenues and brings nearly 75 percent of ‘foreign

¢ aﬁ;ge reserves {Ministry of Tourism, Arts and Culture, 2013).

eover, the re-emergence of tourism in Sri-Lanka as a rdvashmg tounsm destination and the
e 3 ning of hospitality sector in China and India are putting more pressure to the hotels and
orts based in the Maldives (Business Times, 2012; Ministry of Tourism, Atts and Culture,
g ) Therefore, attention must be given to sustainable development through strategic
\ éﬁtiens that will enhance the performance in the resorts and hotels based in the country.
ﬁhe}more, the biggest bottle-neck recognized in the strategic human resource development
lan for the Maldivian tourism industry 2011 — 2015 is a decline in interest to enter the tourism
_ étw and the fall of motivation to remain and grow within the industry compared to previous
_@éﬁ‘s. Hence, proper strategies needs to be adopted by the resorts and hotels established in the
Oﬁntry to tackle the challenges faced by the emerging compelition from the neighboring
ountries such as Sri-Lanka, China and India. Tt is also crucial to enhance the motivation level

hat will boost the interest to enter and remain in the industry.

‘Inthe flourishing service sector of the Maldives, the tourism and hotel sector accounts for more
- than 22,000 jobs (Ministry of Tourism, Arts and Culture, 2013). As mentioned earlier, the

highest percentage of foreign currency earnings and GDP depends on the resorts and hotels
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