Barriers to Improving Service Delivery in Malaysian Hotels: Experts’ views on a
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Abstract

Tourism is central to economic prosperity in a nemdif developing countries with many
reliant on the industry as a major catalyst fomgtoand development. In Malaysia, for
example, the tourism industry makes a significamticbution to GDP; however, the
Malaysian tourism industry is developing rapidlythvim an era of increasing competition.
While the industry comprises a number of well-appeil hotels, service delivery lags behind
the physical hotel environment often strugglingrteet the expectations of international
guests. This study set out to develop a custonssedce improvement model to support the
growing industry in Malaysia by extracting the mappropriate service improvement
dimensions from existing, empirically tested modelsnd within the literature. In line with
recent services studies, the model developed plsteeng focus on human resource
management and development with an emphasis orogegsbatisfaction. Qualitative
research was then used to establish whether kieghsilmlers in the Malaysian tourism sector
could identify barriers to the implementation of tmodel and to the improvement of service
delivery within Malaysian hotels. The results comfithat an appropriate service delivery
improvement model for the Malaysian hotel sect@dseto concentrate on dimensions that
attract, train, motivate and retain employees. Agiibre most significant barriers to service
improvement emerging out of the research was gweeisf employee remuneration.

Introduction

Tourism makes a significant contribution to theremmies of many countries with some
countries reliant on the industry as a major catdlyr growth and development. In Malaysia,
for example, the tourism industry is second onlthe manufacturing sector in terms of
contribution to GDP (Ministry of Finance/Centralrideof Malaysia 2010). However, the
Malaysian tourism industry is developing rapidlytivim an era of increasing competition
(Annual Tourism Statistical Report 2009). While thdustry comprises a number of high
quality hotels, service delivery lags behind thggital hotel environment, often struggling to
meet the expectations of international guests (ktaal. 2005). Consequently, the aims of this
study were to develop a customised service deliwegel to improve service delivery

within the Malaysian hotel industry. By developiagnodel for the improvement of service
quality to a level where customers are enticedsi &nd revisit, the industry in Malaysia can
be positioned as a superior tourist destinatior rEisearch set out to evaluate the
appropriateness of the proposed model with keyesialklers in the Malaysian Tourism
Industry and modify the model to suit local contawtl conditions.

Background and research framework



There are a raft of views within the literaturefmw to improve service delivery standards.
These views permeate the management and markiéragure and are generally consistent
in relation to how to improve service but scholams divided on the outcomes of service
guality. The main arguments relate to whether aghgeconsistently high levels of service
can develop customer loyalty (Fullerton 2005; O’Map et al. 2013). Notwithstanding the
distinction between satisfaction and loyalty, thergeneral agreement among scholars that
there is a significant relationship between empdoyerformance and customer satisfaction
(Arnett et al. 2002; Berry & Parasuraman, 1991 aRaraman et al. 1985). Service sector
researchers in particular have recognised thahbsases that develop motivated, customer
conscious employees achieve better service outcbetzsise employees who do not have
confidence in the service that they are requiredelover are incapable of delivering services
in a manner that meets or exceeds customer exjpastdBerry, et al.1976; Berry, 1981;
Grénroos, 1983). However, by attracting, motivatiagd retaining qualified personnel and
by providing service tools designed to satisfyitheants and needs, organisations can
develop a commitment to their mission and goalsr{B£981; Gronroos 1983). In this way,
internal employee relationships pave the way téding external customer relationships that,
in turn, lead to long term commitment by custonterthe organization (Bowen &
Shoemaker, 2003). As a result, when designing aeitodmprove service quality within the
Malaysian hotel sector, it would seem prudent taceotrate on human resource dimensions
and then validate that model by eliciting the viesigxpert stakeholders from important
bodies within or associated with the Malaysian fta$ify sector.

The review of literature uncovered a number of gquahprovement models from which an
appropriate model for the Malaysian hotel sectaldde fashioned. A plethora of models
were reviewed; however, only those models thatdessh empirically tested were deemed
appropriate to include in the study. Among theseew€otal Quality Management (TQM),
Six Sigma, SERVQUAL, the Relationship Marketinggdigm , Internal Marketing and
Internal Market Orientation (Gournaris 2008; O’'Malaet al. 2013; Powell 1995;
Ravichandran 2006; Shamji 2005;Sureshchandar Z0@wyani 2004). Each of these was
reviewed and it was found that there were a contbial of 240 dimensions that were seen
to have an impact on service delivery. Consequetitbse dimensions that were more
appropriate to non-service settings such as matwifag were omitted and the most
common service dimensions from each model werbdugxamined with a particular
emphasis on those dimensions that focussed on gegd@nd employee development. This
led to the development of a provisional model cioimg the 18 dimensions depicted in
Figure 1. The model consisted of three primary disnens and a number of sub dimensions.
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Figure 1: Service Delivery Improvement Model develped form existing models.

In analysing the factors critical to service impgowent, however, it was clear that geographic
and demographic factors along with type of indydigld of previous studies and study
orientation should also be considered because mei&ation of service improvement

models in different environments could lead toeti#int outcomes. Consequently, the views
of key local stakeholders were critical to explaegether the model was indeed appropriate
for the Malaysian hotel sector, whether it waslijke improve service delivery within that
sector and whether there were any perceived bsautoghe adoption of the model.

In order to answer these questions, the researehgikyed qualitative research techniques
to gain rich insights from key experts. Responderdse, therefore, selected on the basis of
the insights and perspective they could providetaod it was important that a broad range
of stakeholders was included (Minichiello et al9%® In Malaysia, service improvement
within the hotel sector is an important goal of jmgovernment, public and private agencies.
For example, the Ministry for Tourism is responsifdr increasing tourist numbers and
tourism related revenue across the State, whildftinestry for Labour (Human Resources) is
responsible for human resource development, reratioarand general working conditions
within the State. Universities and colleges arpoesible for preparing students for positions
in the industry and in the private sector and hoparators are responsible for hospitality
operations and employees. As a result, an expeartoehld provide a view from each of
these perspectives was included in the sample actdd these experts was recruited to take
part in an in-depth interview. The sampling profigresented in Table 1.



Respondents Number of | Five Star Hotels | Four Star Hotels | Total
Respondents

Ministry of Tourism | 1 1

Ministry of Human 1 1

Resources

Hospitality and 2 2

Tourism Educators

General Manager 1 1 2

Human Resources 1 1 2

Manager

Total 4 2 2 8

Table 1 Sample profile

A semi-structured interview schedule was develdpeglide the collection of the data. This
level of structure was appropriate because accogtditMarshall and Rossman (1995) overly
structured interviews limit emerging ideas and apis, which means the essence of the
interview could be lost. During the interviews, kealtmension was briefly discussed and
respondents were then requested to comment orda@aehsion of the model and advise on
its suitability for the Malaysian Hotel Sector. Readents were also invited to discuss any
other issues or inputs considered valuable to ings@rvice delivery within the Malaysian
Hotel Sector. In other words, to omit or add dimens to the proposed model which they
considered to be significant to improving serviedivery within Malaysian hotels.
Respondents were then asked to discuss servicgyquihin the Malaysian hotel sector and
to identify any barriers that might hinder senviegrovement or the adoption of the model.

Results

The interviews were transcribed and coded, catsiggriopics and themes by using the
headings in the interview schedule as a first stad,then allowing for emerging themes to
develop in a systematic process. The length of edehview varied with the shortest
interview being 40 minutes and the longest recoettedl hour and 45 minutes.

The first topic discussed by these key stakeholasswhat evolved to be an emotive, multi-
pronged issue on compensation or the remuneraggiara currently in place in the
Malaysian Hotel sector. Within all eight interviewsvas found that respondents had strong
views on this issue and believed that it had thetrnmfluence on service quality and, more
importantly, service quality improvement. In gengetlaese experts agreed that hotel
employees in Malaysia are underpaid and poorly @nsated for their work. This was
explained when the context of the industry wasudised at the beginning of each interview
and also in relation to the dimensions of the serimprovement model. As the interviews
progressed, it became clear that the human fact@mployees are critical to improving
current service provision and to the future oftiospitality industry. This confirmed the
importance of the human resource related dimengibtige service improvement model.

Monetary compensation was seen as the most signifissue because the experts believed
that one reason that hotel employees decide rfattteer their employment in the industry is



because they find jobs in other industries thatlpetyer salaries. In contrast, however, one
expert felt that some hotel employees were overpadpared to employees in other
industries. This, however, was the extreme ratien the collective view.

One of the experts also suggested that salarye®bthe most important motivators for
employees to perform better, but felt that theessas not given sufficient attention by the
Government or hotel operators. One of the exmpained that a fair compensation system
is paramount to improving service delivery. Anatbepert explained that the ultimate way
to improve service delivery within the hotel indysh Malaysia was to pay good salaries to
hotel employees. He added that the majority oélhaperators in Malaysia fail to deploy
proper Human Resource Management Practices rétatmmpensation. He also asserted
that many highly qualified graduates choose naetdd in the industry due to poor
remuneration.

Respondents also expressed the view that the nyapdinotel operators assume that the
function of hotel employees is to work and to exedasks rather than to develop
relationships with guests, or any of the other ingat tasks that are within the mandate of
empowered workers. Respondents felt that theye(loperators) were of the view that hotel
employees are paid a salary and they should perograsks assigned to them, which is in
keeping with the view of human resource managenhanisees employees as an input to be
exploited rather a than a resource to be developéeé.issue of remuneration, however,
emerged to be extremely complex as the views antegexpressed in the following sections
show.

One consequence of low salary levels was that rhatel employees were reported to live
under the poverty level. This claim was made orbtiss that many rank and file employees
are paid less than MYR 500 (basic salary) per moAhone respondent explained:

In Malaysia if the total of household income isdvelMYR 500 you are
considered under the poverty level. For an argurew rank and file hotel
employees could survive with MYR 400 basic salairnes month. In
general MYR 500 ringgit minimum wages is practibgchotels in Malaysia
right now ... (Expert 2).

He went on to explain that “... at the moment, magehemployees are being paid under the
poverty level” and this expert strongly suggesteasas crucial to review the hotel employee
salary system not only to improve service but gashsn developing the skills needed to
support the growing tourism industry.

The majority of experts proposed that a minimum eving hotel employees should be
introduced within the hotel industry. They felathiio have a minimum wage in place would
eliminate a number of current industry problemshsag ‘job hopping’ and employee
turnover. They also contended that this strategylevhelp the industry to improve service
delivery. One issue that was raised as a demutgyatfluence for rank and file hotel
employees was that management level employees argogpd base salary compared to
lower level employees. Management also enjoyegdomacations and a variety of other
benefits that are not available to lower level evgpes. The experts felt that this is unfair,
because lower ranking hotel employees are the baok-of the industry and work extremely
hard.



One of the experts also felt that the working emwmnent, including the hours and job
conditions, were not acceptable to hotel employe&sother respondent expressed the view
that even if hotel employees were paid a good palaey would certainly resign if they
received a better offer from another hotel. Thisegkwas of the view that there is no sense
of loyalty among hotel employees; however, othepoadents argued that hotel operators
should have good employee retention strategiegse¢acome this problem.

Another issue of compensation perceived to be itapbto the delivery of quality service
was competition to employ the best talent to waorkhe hotel industry. One of the experts
explained that hotels that have the capacity togopggod salary are able to attract the best
talent, but many highly talented hotel employeelBlalaysia were also offered better salaries
and benefits from other countries such as The diir@bs Emirates, Taiwan, and Hong
Kong. This was seen as a serious problem for sotedol graduates, given the state
investment in education which was then lost to Msika

One of the experts also explained that uncontrditetel development has an adverse impact
on the quality of service delivery as well as salavels. That expert explained that when
there are too many hotel rooms available in theayhn market, the need to employ more
employees’ increases. This creates a competithayment market and salaries increase,
pushing up overall costs. Employing untrained erygés was proposed as a better option
because they accept lower salaries. Thus, it waeved that the quality of service delivery
could be jeopardised by the addition of new hadiekhe market.

One issue that emerged that has a direct impattteooompensation structure was that, under
the Malaysian National Wage Act 1960, service charge (points system) payments made to
hotel employees are not considered as salary.ig higparently because legislators are aware
that the total amount of service charge varies fneomth to month. However, under the
Malaysian Employment Act 1995, the remuneration from service charge is constlase

salary. This issue has confused many hotel opsratal they tend to opt to follow the
Malaysian National Wage Act 1960. This is the lowest cost solution for hotel operatwho

rely on this Act to pay low contributions to the Blimyee Provident Fund (EPF) Agency
(equivalent to superannuation). As one experttpthere is both confusion and a lack of
understanding about how best to tackle this problem

... we have a problem agreeing to the mechanism uhdéviinimum Wage
Act because other payments like service chargen@reounted as wages,
but in the Employment Act, the definition of wageates that any payment
other than salary, is also counted as wages, sonystl treat service points
as awage. This means that service charge framsadary is counted as
wages but under the Employment Act other paymentst tme excluded. So
the Minimum Wage Act and the Employment Act arefooimg ... (Expert
5).

The expert went on to explain that “... the implenad¢ioh would have a lot of complications
for various entities in the business, however déeelopment is seen to be positive because
we want the industry to be a prosperous industryvfalaysia as well as for hotel owners
...” (Expert 5).

Several respondents noted the Government’s intetiantroduce a minimum wage for
hotel employees was a good strategy; however, trerstakeholders that are not happy with



this decision. One reason for this was that th@lByee Provident Fund (EPF), which is a
pension scheme, requires a percentage of salgrgitien to the fund by employers for their
employees. By using salary only, without servicarge to calculate this, the contribution
for each employee is lower. This benefits the @ygr but leaves the employee with little to
look forward to in retirement. This is a majorussaccording to one expert who stated that:

The Ministries are very concerned about this isbeeause even though
you take home MYR 2000 including points, your sakdip will only show
MYR 400 and a low contribution to EPF ... (Expext 8

When commenting on the issue of a minimum wagentajrity of experts agreed that its
introduction is inevitable and most felt that ibsid be implemented as soon as possible.
This should be done, it was explained, to attiaettest talent to work in the hotel sector and
this would also reduce reliance on foreign workbeg are currently imported to fill employee
shortages. One of the experts also suggesteththaervice for front of house tasks should
only be delivered by locals.

Demands of the job, was another key theme assdaiatk both compensation and the ability
to provide high quality service. As one expert sucity put it “... because they are on their
feet twenty four seven, you can’t be expecting themive the service if there are not
compensated ...” (Expert 1). Thus, it this experpsoon that excessive workloads are
detrimental to improving service quality. Clearfen the notion of happy staff making
customers happy is not currently practiced in Mgilayat least not in the view of this
respondent.

Several experts felt that because employee’s In@sids were not being met, they could not
deliver high quality service. Expert 1 explainets thy contrasting the situation in Malaysia
with service employees working on cruise shipsrggahat: :

... comparatively when you look to the western serwiorker working on
a cruise that employ 648 employees on board fomegi@ when guests talk
to one of them the service provider keeps on pmygidood service and is
polite all the time. The main reason why they lvehike that is because
they are being put in a comfortable place. Thaytdwave to worry about
their well-being, they just concentrate on thelbr.jdhis could happen in the
Malaysian Hotel Industry Scenatrio ... (Expert 1).

Another expert held a similar view and highlightked issue by referring to Malsow’s
Hierarchy of Needs advising that:

... even though you train the employee, if they arecompensated well, the
training program does not make any sense, as wieitopk at the
fundamental of Abraham Maslow’s hierarchy of neddsiow it is an old
theory, but | strongly believe that that theory edso be applied here in
Malaysia. When someone’s physiological needs aréutfdled, how could
you move to another level of your life. So, in teda to that, how can
someone, | mean hotel employees, give more to toenpany (hotel
operators) if their basic needs are not fulfilled@ fulfil their needs, someone
is heavily relying on monetary resources to futigir needs and wants, for



example, shelter, food and drink, sleep, or wesaanas the basic needs to live
in this world ... (Expert 7).

One of the proposed strategies to deal with the dhinterest among employees in the hotels
sector is to listen to hotel employees demandsgapert asserted. He explained that:

... the hotel industry in Malaysia is unregulatedarms of compensation.
My deepest opinion is that hoteliers should ligethe demands of hotel
employees. The main factor which leads hospitalig tourism graduates
deciding not to work in hotels or work in hotelsit labroad [i.e. in other
countries] are heavily due to the issue of comp@msavhich is salary and
other fringe benefits ... (Expert 2).

He added that other industries in Malaysia thaelgonod compensation systems, when
compared to the hotel industry, do not have issfitsbour shortages or a shortage of skilled
labour. He cited the following examples adding that

... accounting, finance and information technology) @raduates enjoy
good compensation, however, hospitality graduatedasically paid low
salaries ... . [This is odd because the hospitality tourism industry is a
booming sector contributing the second highestrdmrtion to the
Malaysian economy. How ironic the situation ... (Est®.

While reviewing the dimensions of the proposed nhode of the experts contended that
improving training and development programs as @altevising the direct and indirect
compensation systems is important to improve serdeivery. He commented that:

... | believe that all elements suggested by yoweureial to the
improvement of the service, but for me | would ltkestress that ... the pay
system falls under the umbrella of direct and iecticompensation ...
(Expert 2).

He reiterated that happy employees would certaimdike customers happy and to support
that contention he reported that:

... what is important right now, if the employee &ppy, the customer will
be happy too. If you are taking care of your stadffinitely you staff will
take care of your business, that’s for sure ang wik provide better
service to the customers and as a result the charfi¢ke guest coming
back for another stay will be high ... (Expert 2).

In addition, repeat customers could be created and somebody is happy with their
company and job, definitely they wouldn’t mind to elxtra work for the company ...”
(Expert 2).

The expert asserted that it was critical to comevitlp a solution to this as a means to
maintain industry competitiveness. Compared teotountries Malaysia, in his opinion is
being left behind. The expert commented that:



... when we compare the scenario with Australia,gtiand most major
cities in Europe, many hotel employees work in boel for 20 years or
more because they are paid very good money andwk#are is being
taken care of. But in the Malaysian scenario different. The hotels push
the employees to give 100 per cent commitmenthmit temuneration and
welfare are not been taken care of. So | think iththe root cause of the
problem ... (Expert 7).

The expert further explained that:

... so if you look at this example, do you think guaduates will work in
hotels? As a result, how are we going to improwesirvice in hotels if we
keep on losing graduates that are fully trainedhieyhotel schools? The
problem is rooted in the failure of Human ResouRrcactice by hotel
operators. There are other instances of hospigd#duates taking jobs in
the telecommunications industry. They have be&red MYR 1800 in
salary, MYR 11 transport allowance every day, & siiowance of MYR
20 a day, a mobile phone allowance of MYR 300 atimand performance
allowances of MYR 500 a month. So how can the haotklstry compete
with this kind of package offered by other indussri.. (Expert 7).

These other industries were perceived to have ¢éxogly competitive compensation
package and to have taken every effort to atthecbest talent available in the country.

Expert eight further submitted that the majorityhotel employees are not happy with the
salary they receive, adding that the room ratesredff by the Malaysian Hotel Operators are
considered to be among the cheapest in the regibthés was why employees were not well
paid. As he pointed out “... room rates are chddapgirates are cheap definitely the revenue
will be not so high, so how are we going to attigabdd employees to work with us when we
can't afford to pay them good money...” (Expert 8).

The expert further explained that:

... when you look at the banking industry, you prdpaet MYR 1600 or
MYR 1800, and here because of service charge ansitlary, if the room
rates are higher, the take home pay will be highecause the starting
salary is MYR 350 then you get 3 points, normafai5 star hotel 1 point
can be MYR 350 times 3 is already MYR 1050, plusR1350 [basic
salary] is already MYR 1400 ... (Expert 8).

In discussing the topic of training and developrmantvell as hotel employee’s career
development, it was found that the majority of expagreed that training is a critical factor
in improving service delivery. Almost all of th&perts asserted that, in order to have
excellent service, hotel employees must be traametithat they should be equipped with the
right tools to execute service related tasks. al$ wlaimed by one expert that “...most
managers neglect the need for training as manyeshtdo not have time to train their staff
... (Expert 3). He further argued, if there is naitiing, or inadequate training, hotels could
not improve service delivery.



Although this was one view, the issue of ongoirgning featured heavily in the interviews
and one of the experts captured the general viawspiondents arguing that training and
continuous learning could assist in improving seeuelivery. One of the experts also
asserted that training programs should be tailtogde needs and wants of customers. By
this was meant that it is important for hotel opersto equip their employees with current
knowledge and skills in order to serve internatianeests. One example presented was to
train employees to handle the increasing numbédisaibled and senior citizens that are
currently accessing tourism in Malaysia.

Career development was another theme within tHerehtraining and development. The
majority of experts agreed that hotel employees@adevelopment should be well-planned
as they asserted that career advancement was time st motivating factors for
employees in Malaysia. Career path developmentpn@sosed by these respondents to have
the capacity to reduce turnover rates among hatpl@yees in Malaysia because it was
claimed that if employees were provided with a eagevelopment plan they would be able
to work to the plan, develop their future careerd enprove their job security.

In developing career pathways, two experts posidi#tat a management trainee program
should be introduced. Such a program would prokmtel employees with adequate training
in various departments within a hotel for a defipediod of time. To further improve the
program, hotel employees should have the oppoyttmitindergo international cross cultural
exposure training. However it was recognised thiattiype of training could only be afforded
by International Chain Hotels with a network of élstin other countries.

Conclusions and implications

The research uncovered that there are signifissoes for the Malaysian Hotel industry to
overcome in order to develop satisfied employees wbuld then deliver services at
appropriate standards to meet the expectationstef uests. Major issues were the working
environment, including the demands of the job andkmg hours. Employee turnover was
also seen to be a significant problem and thismsistent with the findings of Hemdi’'s
(2005) study in Malaysia which found an unacceptaiggh number of hotel employees
intended to leave their employment seeking betteking conditions within other hotels or
in other industries. Respondents’ comments onitrgiand development would also seem to
suggest that workers are not being empowered witgim current roles, which also has an
influence on employee satisfaction and employesolear intentions (Lashley 1996;
Spreitzer, 2005). Most important, however, wasisbae of employee remuneration which
has a marked influence on recruitment, employe®tter and the delivery of quality service
standards. It is important to recognise, howevet, this was the perspective of a small,
albeit expert group and that there are other petisf@s that could present a fuller picture of
current issues within the Malaysian Hotel conté&s .a result, further research is
recommended to explore the issue from the persgectiemployees.
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