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Abstract: The purpose of the current research seeks to explore the influence of sustainable Human
Resource Management (HRM) practices on customer satisfaction, service quality, and institutional
performance in inner-city hotel businesses. The information was gathered by studying Cypriot
inner-city hotels. A quantitative method was used to gather data from HRM managers, staff, and
patrons at every inner-city hotel under study. The questionnaires were specifically employed by the
researchers. Based on the findings of this study, human resource management techniques have a
substantial effect on customer satisfaction. The most important relationship was discovered between
customer satisfaction and institutional performance, which is an important result. This finding has
tremendous importance since it is the first time that it has been demonstrated in a study pertaining to
the inner-city hotel business. Customer satisfaction is influenced by both HRM and service quality
practices. Ultimately, this research supports the close association between HRM practices and hotel
performance. Both human resource management methods and service quality practices have shown
their impact on client happiness. Lastly, the research provides evidence for the close relationship
between hotel performance and HRM practices.

Keywords: HRM practices; institutional performance; sustainability; customer satisfaction;
quality service

1. Introduction

Cyprus’s tourism industry has traditionally been an important contributor to the
island’s economy. Almost 15% of the island’s GDP is generated by tourism and hospital-
ity [1]. The Cyprus hotel industry, on the other hand, faces enormous hurdles because of
the unpredictable and constantly altering external setting in which it functions. Customers’
expectations for on-time services and, of course, high quality puts organizations under
strain because of globalization, making them unable to handle their hotel functions alone.
Due to increased competition, many hotels try to find new paths, first to retain their existing
customers and also to acquire their competitors’ customers.

Sustainable HRM is an important function of every company, but it is mostly important
for hotels that pay attention to customer service and employee satisfaction. With efficient
people management practices, the significance of sustainable HRM is acquiring and main-
taining a required competitive advantage from a large number of satisfied, committed,
and valuable employees [2,3]. This concept is frequently used in institutions for human
outcomes that benefit from long-term sustainable development [4]. Therefore, human
resources are frequently regarded as among the most valuable resources by hospitality
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businesses. HRM methods that enhance customer happiness, service quality, and hotel
performance are practical ways for hoteliers to achieve hoteliers advantages. In contrast,
service quality is frequently insubstantial and inconsistent [5]. Due to these two characteris-
tics, service quality evaluation is not primarily objective and is dependent on the opinions
of the consumers. Moreover, the effective interaction between customers and front-line
workers has had a major effect on the overall service quality [6]. For this reason, there
should be a professional approach to sustainable management procedures, especially in
human resource development. The aforementioned approach is very important if we take
into consideration the personnel problems that the Cypriot hotels are facing at the moment.
Nicolaou [7] clearly explained how employers face acute skill shortages, a tighter mindset
(behavior), and high levels of personnel turnover as a result of the significant challenges in
attracting and maintaining excellent staff. Numerous studies have shown the importance
of customer-contact personnel in developing and delivering exceptional services [8–10].
Many studies have demonstrated the significance of experts on customer service in creating
and delivering great amenities [11]. Much has been published in HRM literature regarding
HRM strategies and their possible effect on institutional performance [12–17]. However,
the aforementioned studies did not take into consideration institutional performance in
terms of customer satisfaction and staff service quality. The present research aims to fill this
gap in the literature. This study contributes to the management community by providing
evidence that implementing sustainable HRM practices can enhance service quality and,
consequently, hotel performance. It emphasizes the value of efficient hotel service as a
factor in customer enjoyment and a predictor of the hotel’s performance. The current
study strengthens the field of human resource management by providing evidence of a
positive correlation between institutional performance, customer happiness, staff service
quality, and sustainable HRM practices. Taking into consideration the above, this paper
examines the association among HRM techniques, client satisfaction, service quality, and
institutional performance in the Cypriot inter-city hotel industry. The parts that follow
examine the chosen literature on HRM and customer satisfaction, HRM and service quality,
and subsequent metrics/constraints in the hotel industry, as well as research. The next
section is about the research methodologies. Finally, the results are discussed and analyzed.
This study concludes by pointing out some practical and theoretical implications and
recommendations for research projects in the future.

2. Literature Review

For decades, service quality has appeared as a crucial factor in the hotel sector. Thus,
hoteliers must comprehend client prospects and thoughts, as well as the elements that affect
their assessment and satisfaction of the services provided to them [18]. Meanwhile, as previ-
ously stated, service quality focuses on which way to reach customers’ hopes/expectations.
Customers’ hopes/expectations include a wide range of service characteristics. These char-
acteristics influence their purchase intent and perception of service quality [19]. Following
that, clients’ thoughts on the service quality provided are typically measured by the end of
the service [20]. In the hotel sector, by offering the best quality of service you can achieve
greater customer satisfaction and positive impacts on clients’ behavioral intents, e.g., con-
sistency and greater profits for the service provider [21]. Interestingly, [11] investigated the
impact of supposed quality on customer happiness and supported that an improvement in
the quality of service can enhance customer satisfaction.

HRM practices are human resource related management tasks such as human resource
planning, staffing, training of employees, selection, organizational performance and evalua-
tion, reward system, and development of employees [22–24]. Ref. [6] defines HRM systems
as interrelated HR activities that guarantee that workers take a wide range of exceptional
competencies and talents, which are used to achieve the company’s mission and goals.

Likewise, the socialization of HRM approaches has been identified as a conduit for
increasing information and transferring knowledge, leading to a more comprehensive
understanding of different levels of demand and customer satisfaction [25]. In the tourism
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industry, a hotel should incorporate the best practices to improve the competences of its
employees, which are critical for a hotel’s existence. The best HRM practices were identified
as a critical factor in gaining a competitive advantage [26]. Appropriate HRM plays a
significant role in the growth of employee commitment, which aids the achievement of
organizational objectives [27]. Human resource management practices may be a significant
cause of employee happiness, resulting in lower income, lower absenteeism, and greater
employee devotion to institutions [28].

Institutional performance is defined as how a company or organization performs
in terms of the current business market. A profit-making organization with effective
processing can be considered successful. Choosing the right human resources and keeping
employees motivated are critical components of any organization’s human management
process. HRM is the foundation of any business’s high performance [29].

2.1. Relationship among Sustainable HRM Practices and Service Quality

HRM plays a critical role in ensuring high-quality service standards [30]. Not remark-
ably, the primary role of quality of service excellence and reliability in pursuing service
quality and management programs is well recorded and stems from the firm’s service
quality strategic plan [31]. A vast amount of human resource researchers have recently
stated that, in the hotel sector, quality enhancement must focus on selection, training, devel-
opment, and remuneration packages [14,32–35]. Additionally, it is argued that in the hotel
sector, effective HRM may boost strategic advantage [36]. Hotel contract workers, according
to [37], should be sufficiently trained to be in a position to deliver an outstanding service.
Existing HRM research discovered a positive interconnection among customer judgements
of institutional service effectiveness and employee insights of business HR procedures
in the hotel industry [38–40]. According to research, HRM practices help organizations
improve the quality of their services. Ref. [41] conducted an observational investigation of
the relationship between HRM practices and quality of service in hotel companies. Human
resource practices are critical for the implementation of quality strategies, and, as [42]
stated, the quality of human performance is the most crucial component in quality control.
This helped us to come up with the following research question:

“Are the sustainable HRM practices positively connected to the growth of quality of
service in hotel sector?”

Thus, the hypothesis to be investigated is:

H1: Sustainable HRM practices have a strong correlation with quality of service.

2.2. Relationship among Customer Happiness and Service Quality

The existing literature has expansively underlined the robust relationship between
customer satisfaction and service quality [43–45]. Customer happiness is a wide feeling that
is influenced by the expenses incurred, quality of the service or product, and other exterior
and individual factors [46]. According to Nunkoo et al. [44,47], customer satisfaction
necessitates the experience of service and is influenced by service quality awareness. Client
satisfaction is critical for success in the service business, particularly in the hospitality
industry. Bitner and Hubbert [48] define customer satisfaction as the consequence of both
quality of service experiences and personal service activities. Additionally, Xie [49] asserted
that attaining and maintaining a high degree of client happiness provides various benefits
to firms. Furthermore, customer satisfaction is always a corporate aim because it supports
an increase in market share [50–52]. To achieve customer satisfaction, a company must
offer services and goods that cater to particular levels of the supposed customer value.
For example, clients are satisfied when their awareness of the quality of service fits their
prospects. Moreover, customer satisfaction can be reached if the quality of the service
they experience corresponds to the price of the service [53]. According to Olorunniwo,
Hsu, and Udo [54], hotel managers must comprehend what consumers want and how they
evaluate hotel quality of service so as to successfully run a hotel and provide a satisfying
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experience to customers. According to previous research, customer happiness has emerged
as a significant factor in evaluating institutional performance; similarly, it is regarded both
as the reference point for performance standards and as a potential benchmark of quality
results for the company [55]. The measurement of customer satisfaction can be succeeded
by taking into consideration enjoyment, interest, anger, surprise, doing the right thing, and
wise decision. These variables are critical for hotel businesses because client happiness
proved to be the most important factor in determining service quality [56]. Back and Lee [57]
and Schiffman and Wisenblit [58], agree that client devotion grows when customers have
a positive experience with the alleged quality of service. Because of these ties, clients
support the hotel by making positive recommendations. There are two forerunners in client
devotion: first, a favorable experience of the world of the quality of service, and second, a
good opinion of the business. Guests’ future actions will be influenced by the establishment
of the hotel. Customer happiness has an emotional reaction, and differences in perceived
service levels depend on previous ones [59]. Client loyalty is a rational development
process. Guests evaluate the establishment after analyzing their experience and having an
emotional reaction to the service experience. According to the findings of [59], there appear
to be close relationships among (a) customer loyalty and service quality, (b) service quality
and emotional reactions from customers, and (c) positive client reaction and loyalty. Thus,
the second research question of this study is as follows:

“Is there any correlation between service quality and customer happiness in hotel sector?”

Thus, the hypothesis to be investigated is:

H2: Quality of service has a strong correlation with customer satisfaction.

2.3. Relationship among Sustainable HRM Practices and Company Performance

According to Tomic et al. [60], in the hotel sector, there is a favorable link between the
quality of service and organizational performance. Furthermore, according to Katou and Bud-
hwar [61], HRM activities of skills and behaviors manage the correlation among institutional
performance and development and remuneration of employees. Chand [62] discovered that
HRM practices have a positive effect on offering optimal and effective service, which leads to
enhanced client happiness and consequently enhances institutional performance.

HRM methods, according to several researchers, have a considerable effect on quality
service delivery, service organization performance, and client happiness [14,63–67]. These
studies were conducted primarily with respect to single human resource practices instead
of using variables such as customer satisfaction and service quality; therefore, those results
may be considered biased. Consumer satisfaction, on the other hand, has been discovered
to be a significant predictor of company cost-effectiveness as a way of continuous positive
behavior of clients and loyalty [67]. Thus, this study, also considered the effect of human
resource management on hotel performance. Based on this, the following research question
was derived:

“Does institutional performance correlate in any way with sustainable HRM practices?”

Thus, the hypothesis to be investigated is:

H3: Sustainable HRM practices have a strong correlation with institutional performance.

2.4. Relationship among Sustainable HRM Practices, Service Quality, Customer Happiness, and
Company Performance

Several studies have acknowledged the importance of understanding the relationship
between consumers, employees, and institutional performance [68]. According to [69],
content customers spend extra money, which increases the institutional earnings and profits.
Gill, Samantha, and Samantha [70] supported that HR practices play an important role
in changing workers’ behavior in order to incorporate competitive strategies. According
to the literature, changing employee behavior and attitudes leads to increased customer
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satisfaction in businesses, especially in service organizations. Thus, the final research
question of the study is as follows:

“Are sustainable HRM practices, customer satisfaction, service quality and hotel company
performance related?”

Thus, the hypotheses to be investigated are:

H4: Sustainable HRM practices have a strong correlation with customer satisfaction.

H5: Quality of service has a strong correlation with institutional performance.

H6: Institutional performance has a strong correlation with customer satisfaction.

3. Theoretical Model

Social exchange theory [71] was used in this study in order to examine the causal
connections between the independent and dependent elements. This concept clarifies
human performance and the relationship structures that result from it. It suggests that
when hotel employees feel that their employers are investing in them, they are likely to
reciprocate to their hotels with extra-role activities. When employees have access to sustain-
able resources at work, they feel obligated to defend their hotels by providing an excellent
service quality [72]. In consequence, high levels of quality service lead to higher customer
satisfaction and, therefore, higher organizational performance. In order to comprehend
how green-friendly hotels use sustainable human resource management to attain superior
performance and competitive advantage and subsequently obtain value in return to their
company, social exchange theory was chosen. The idea of HRM has developed to help
organizations reach the necessary levels of novelty, the flexibility of the organization, the
quality of the product, customer happiness, labor relations, and overall performance of the
organization [33,52,73–78]. Numerous researchers in the existing Human Resource litera-
ture have emphasized the necessity of developing staff dedication to quality, encouraging
employees to demonstrate ownership of quality, focusing on customer happiness, creating
a climate for the creation of novel and imaginative products/services, and enhancing the
performance of the organization [14,33,73,75,77,79,80]. It is evident that HRM is a man-
agement strategy that fosters strong relationships between and within organizations with
different business aspects. Actually, it has been acknowledged particularly that in order to
achieve a competitive edge, HRM is increasingly emphasizing divide-departmental collab-
oration of operations (improve client happiness, improve service quality, and enhance hotel
performance) because they are key factors in the flourishing of the hotel sector. Given these
various facts, this study suggests that sustainable HRM practices in the hospitality sector
will enhance the efficacy of providing quality service, client happiness, and, as a result,
improve the performance of the hotel. Additionally, the best and most effective sustainable
HRM practices will have an immediate effect on how well hotel staff members can provide
the best services. The following figure shows the theoretical model of this research.

4. Methodology

According to [81], “study design is a sketch that narrates when, how and where data
are to be collected and analyzed”. According to Kurdi, Alshurideh, and Alnaser [82],
the questionnaire is a method of collecting data by employing a number of questions to
elicit responses and useful facts from respondents. In this research, a questionnaire was
employed to gather and assemble information from a large group of people. The main
reasons for choosing a quantitative method over a qualitative method are as follows: First,
it the quantitative method offers ease of data collection. The delivery and collection of
questionnaires are not time-consuming, difficult procedures, in contrast to qualitative
methods. Second, it is the generalizability of the results. The findings are supported by
larger samples that are representative of the population. The quantitative method gives
you the opportunity to have a vast amount of data and, therefore, to be in position to
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generalize the results, an option that is not offered in qualitative research. Lastly, by using
the quantitative method, a replication of the research can be made because of its high
reliability. Consequently, other researchers can test or enrich the findings of the present
study by conducting future research [83,84].

Creswell [85] defined a population as a group of people who share at least one charac-
teristic that the researcher is interested in. According to Welman and Kruger [86], “target
population is a number of feasible respondents that are considered in the research study”.
Before writing up the full administration of the aforementioned questionnaire, a pilot study
was conducted by drafting a survey with a small number of potential survey participants to
assist in identifying problems. As in Belias et al. [87], it is critical to test the instrument to see
if respondents understand the questions and how long it will take to complete before the
questionnaire is administered. In this research project, a pilot survey was administered to a
randomly selected couple of attendees before the final questionnaire was administered to
the study population. The sample for this research included 12 human resource managers,
360 workers, and 360 customers in inner-city hotels in Cyprus. The research was based on
inner-city hotels because they had more convenient geographical access for the researchers.
The survey approach was selected because it is the most effective method for gaining
access to a high pool of respondents; thus, the available data permitted the adoption of
the questionnaire. The hotel samples were picked from the Cypriot Ministry of Tourism
because it keeps relevant hotel company records. We approached the human resource
managers of a variety of inner-city Cypriot hotels (more than 18 hotels) to obtain a sample.
During February 2023, questionnaires were given to HR managers of the hotels under
study. Each HR manager received 50 questionnaires from employees, 50 questionnaires
from customers, and 1 questionnaire from HR management. We humbly requested the
HR managers to distribute the questionnaires to employees and customers. The surveys
were collected by HR managers and placed in a special box at the reception of each hotel.
Afterwards, the researcher collected the questionnaires to proceed with data analysis.

Hotel companies returned 30 staff and 30 client questionnaires for the total sample.
Thus, valid surveys were returned by 12 HR managers, 30 employees, and 30 guests from
each hotel. Overall, we collected 360 questionnaires from employees and 360 from clients.

It is critical to consider respondents’ concerns and ethics when conducting research
with human participants. Thus, the present research received both an Institutional Review
Board Statement and Informed Consent Statement. First, the study was reviewed and
approved by the Institutional Review Board of Neapolis University Pafos. Afterwards,
the research received ethical approval from each hotel and participant. Prior to any data
collection procedure, the researchers provided each hotel and participant with an ethics
consent form. The research took place after the collection of these contest forms. Both hotels
and participants provided their ethical approval. Refs. [88,89] identified essential ethical
considerations for research projects as fully informed members about the research’s goals
and objectives, techniques, and importance of the research, voluntarily granting consent,
and exercising their withdrawal rights. Respondent anonymity and confidentiality were
all protected in this study. Respondents were asked not to reveal their names when the
questionnaire was administered in order to avoid traceability or identification. Further-
more, participation during this research was entirely voluntary, and participants had the
opportunity to withdraw whenever they wanted. These were considered to ensure that
participants were at ease when answering the questionnaire.

4.1. Measure Development

The operationalization of the constructs was based on a literature review that identified
already established and tested scales. Multi-item measures were used to assess all the
components. The scales below were employed foresightedly:

HRM Practice: Using a 7-point Likert scale ranging from 1 ‘Strongly Disagree’ to
7 ‘Strongly Agree’, we assessed the 27 standing HRM practices. This Likert scale integrates
the six crucial features of human resource management practices as presented in the bibli-
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ography review (for example [17–20]): (a) manpower planning, (b) staffing and selection,
(c) training and expansion, (d) job design, (e) pay system, and (f) quality.

Service Quality: SERVQUAL is essential when discussing service quality. The service
quality questionnaire, created by Parasuraman et al. [90] and cited in [91,92], aids in
gathering clients’ thoughts on the quality of service. The SERVQUAL questionnaire seeks to
ascertain clients’ service expectations versus delivered services. This model was created as
a tool for evaluating service industry performance. Its purpose was to assess dependability,
ability to respond, assuredness, empathy, and tangibles [93]. An organization should
employ the data gathered from a SERVQUAL questionnaire to lead internal modifications in
order to advance customer amenities [94]. According to Jain and Gupta [95], the SERVPERF
scale has fewer elements to investigate and therefore to support, but SERVQUAL is used in
a wider range of applications. SERVPERF’s usefulness in several sectors was confirmed
in [96]. Nevertheless, both scales are equally important in measuring quality of service tools,
with SERVQUAL pointing to the start of quality of service, research, and literature [95,97].
Items for measuring service quality were derived from previous research [98–102]. Fifteen
items were selected from SERVQUAL’s 22 items (three for each of the five features) in
order to shorten the survey items and assess the sensory factor. The components of service
quality were scored on a 7-point Likert scale, with 1 representing “Strongly Disagree” and
7 representing “Strongly Agree”.

Customer happiness: In this study, client happiness was assessed using three factors
that were derived from research by [99,103,104]. These parameters are (a) the level of a
client’s experience with the hotel, (b) the level of the supposed technique of service, and
(c) the degree of pleasure with the client’s decision to support the business. For this, a 7-
point Likert Scale method was used, starting from 1 representing “Completely Dissatisfied”
and 7 representing “Completely Satisfied”.

Institutional performance: Researchers used a variety of institutional performance vari-
ables such as ROI likened to hotel industry average, profitability against hotel industry
average, sales volume likened to business unit goals, profitability likened to business unit
objectives, market shares compared to hotel industry average, overall assessment of company
performance likened to hotel industry average, and sales growth likened to hotel industry
average. Previous research [14,105,106] discovered an important association between objective
and subjective measures of performance, which were assessed by adopting the philosophy
of a perception score of a hotel’s effectiveness. The above metrics were used in this study to
assess the hotels’ performance in Cyprus. The hotel components were assessed on a 7-point
Likert scale, with 1 representing “Strongly Disagree” and 7 representing “Strongly Agree”.

4.2. Statistical Hypotheses

This research aims to assess the impact of sustainable HRM methods on customer
satisfaction, service quality, and institutional performance in the Cypriot inner-city hotel
sector. We argue that since the theoretical foundations of the research model were founded
on social exchange theory, hotels that employ sustainable human resource management
would thereafter ensure successful outcomes. This study investigates, as already mentioned,
the following statistical hypotheses:

H1: Sustainable HRM practices have a strong correlation with quality of service.

H2: Quality of service has a strong correlation with customer satisfaction.

H3: Sustainable HRM practices have a strong correlation with institutional performance.

H4: Sustainable HRM practices have a strong correlation with customer satisfaction.

H5: Quality of service has a strong correlation with institutional performance.

H6: Institutional performance has a strong correlation with customer satisfaction.
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4.3. Statistical Methodology

For the data analysis, the Principal Components Analysis (PCA) was used to evaluate
the research instruments for their reliability and validity. The SPSS.v22 statistical software
was used for this purpose (University of Western Macedonia, Kozani, Greece). Cronbach’s
alpha coefficients for the scales’ conceptual components or latent variables were evaluated
using the SPSS.v22 statistical software, as well as Eigen values, % Variance, Loadings,
and Communalities of each construct and its items. In addition, STATA software was
used to evaluate whether the measurement model matched the observed data presented.
The indices X2/df, CFI, GFI, RMSEA, AGFI, and IFI were used for this purpose. The
indices Composite Reliability (CR) and Average Variance explained (AVE) were used to
evaluate the scales’ reliability with the help of STATA software. Furthermore, Implicative
Statistical Analysis (ASI) was used to present respondents’ opinions. The software CHIC
was used for this aim. Similarity Tree, Hierarchy Tree, and Implicative Graph are released
by software CHIC.

5. Analysis and Discussion

Cronbach’s alpha coefficient (α), Composite Reliability (CR), and Average Variance
Explained (AVE) were considered in order to evaluate the reliability of the chosen instru-
ments. For the HRM practices scale, α equals to 0.968. Cronbach’s alpha coefficients for its
conceptual components or latent variables entitled Job design, Recruitment and selection,
Training and development, Manpower planning, Pay system, and Quality circle are greater
than the cutoff point of 0.70. Coefficients α regarding manpower planning, selection and
recruitment, training and development, job design, pay system, and quality circle are 0.901,
0.871, 0.897, 0.891, 0.848, and 0.906, respectively [107–113], as they are presented in Table 1.

Table 1. HRM Practices Scale.

Construct Eigen
Value Variance % Lonadings Communalities Cronbach’s a CR AVE

HMR 87.972 0.968
A. Recruitment and

Selection (Recru) 7.481 26.908 0.871 0.927 0.679

Recru1. Harmonized and
term conditions 0.881 0.786

Recru2. Single status for
all staff 0.834 0.703

Recru3. Internal
promotion norm 0.832 0.697

Recru4. Employment test
criteria 0.817 0.658

Recru5. Merit element in
selection 0.797 0.652

Recru6. Multi-skilling and
experience 0.780 0.618

B. Manpower Planning
(Manpo) 3.865 19.705 0.901 0.946 0.813

Manpo1. Formal
manpower planning 0.918 0.862

Manpo2. Work culture 0.911 0.802
Manpo3. Career planning 0.904 0.793
Manpo4. Involvement of

all departments 0.873 0.736
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Table 1. Cont.

Construct Eigen
Value Variance % Lonadings Communalities Cronbach’s a CR AVE

C. Job design (Jobd) 3.396 16.023 0.891 0.927 0.761
Jobd1. Flexible job

description 0.912 0.809

Jobd2. Development of
learning organization 0.874 0.792

3Jobd. Cross-cultural job
design 0.853 0.761

Jobd4. Team working 0.849 0.709
D. Training and

development (Train) 1.307 11.913 0.897 0.932 0.775

Train1. Need based
training and development

criteria
0.875 0.803

Train2. Formal system
induction 0.901 0.807

Train3. Learning
organization 0.843 0.781

Train4. Formal training
and development 0.901 0.807

E. Quality circle (Qcircle) 0.447 7.931 0.906 0.940 0.798
Qcircle1. Staff

involvement in objective
setting

0.905 0.783

Qcircle2. Production/
service staff responsible

for their service
0.914 0.811

Qcircle3. Employee’s
involment in quality

circles
0.923 0.827

Qcircle4. Regular use of
attitudes surveys 0.827 0.762

F. Pay System 0.211 5.492 0.848 0.947 0.782
Pay1. Staff informed

about market condition
and company
performance

0.912 0.802

Pay2. Merit element in
pay package 0.816 0.712

Pay3. staff Formal
appraisal for all staff 0.928 0.832

Pay4. No-financial
incentives 0.897 0.793

Pay5. Social appreciation
and recognition 0.864 0.721

Composite reliability (CR) for manpower planning, selection and recruitment, training
and development, work design, pay system, and quality circle is 0.946, 0.927, 0.932, 0.927,
0.942, and 0.940, respectively. All CR values appeared greater than the 0.7 cutoff mark,
indicating internal consistency [107–113]. For manpower planning, selection, and recruit-
ment, development and training, job design, pay system, and quality circle the average
variance extracted (AVE) was 0.946, 0.927, 0.932, 0.927, 0.947, and 0.940, respectively. AVE
values more than 0.5 were deemed satisfactory [114–123]. (Table 1). The following indices
were satisfactory, and they demonstrated that the instrument validity named construct
validity related to the instrument of HMR Practices [82,114–117]: Eigenvalue, % Variance,
Loadings, and Communalities (Table 1). The measurement model (X2/df = 0.71, CFI = 0.95,
GFI = 0.94, RMSEA = 0.03, AGFI = 0.90, IFI = 0.95) matches all data that were observed.
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For the Service Quality scale, the Cronbach’s alpha coefficient was 0.882. Its conceptual
constructs, Reliability, Tangibles, Responsiveness, Empathy, Assurance, and Sensory, have
Cronbach’s alpha coefficients greater than 0.70. Reliability, Responsiveness, Tangibles,
Assurance, Empathy, and Sensory have Cronbach alpha coefficients of 0.903, 0.877, 0.831,
0.805, 0.811, and 0.808 [107–113]. (Table 2). Tangibles, Reliability, Empathy, Assurance,
Responsiveness, and Sensory have composite reliability (CR) values of 0.946, 0.930, 0.941,
0.964, 0.936, and 0.953, respectively, which are values that are larger than 0.70, and con-
sequently show internal consistency [107–113]. Reliability, Responsiveness, Tangibles,
Empathy, Assurance, and Sensory have AVEs of 0.854, 0.817, 0.842, 0.898, 0.831, 0.910,
respectively. AVE’s rates are bigger than the value of 0.5, that is, the limit acceptable points
are regarded as satisfactory [107–113]. (Table 2). The following indices are acceptable
and demonstrate the built validity of the Service Quality scale [107–113]: Eigenvalue, %
Variance, Loadings, and Communalities (Table 2). The measurement model (X2/DF = 1.68,
CFI = 0.95, GFI = 0.94, RMSEA = 0.04, AGFI = 0.90, IFI = 0.95) matched all data that were
observed [107–123].

Table 2. SERVQUAL Scale.

Construct Eigen Value Variance % Loadings Commu-n
Alities Cronbach’s a CR AVE

SERVQUAL 92.931 0.882
A. Tangibles (TANG) 7.865 28.983 0.903 0.946 .854

TANG1. This hotel haw
up-to-date equipment 0.908 0.895

TANG2. This hotel’s physical
facilities are visually appealing 0.921 0.903

TANG3. This hotel’s employees
are well dresses and

appear neat
0.943 0.923

B. Reliability 6.059 19.620 0.877 0.930 .817
TANG1. When this hotel

promises to do something by a
certain time, it does so

0.934 0.916

TANG2. This hotel keeps its
records accurately 0.943 0.918

TANG3. This hotel provides its
services at the time it promises

to do so
0.830 0.888

C. Responsiveness (RESP) 5.292 13.459 0.831 0.941 .842
RESP1. This hotel does tell
consumers exactly when

services will be performed
0.923 0.896

RESP2. This hotel’s employees
are always willing to help

customers
0.918 0.870

RESP3. This Hotel’s emploeeys
respond to customer
requests promptly

0.912 0.856

D. Assurance (ASSUR) 4.934 12.568 0.805 0.964 .898
ASSUR1. I can trust employees

of this hotel 0.954 0.923

ASSUR2. This hotel’s
employees know well their jobs

to help customers
0.935 0.915

ASSUR3. This hotel’s
employees get adequate

support from this restaurant to
do their jobs well

0.954 0.923
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Table 2. Cont.

Construct Eigen Value Variance % Loadings Commu-n
Alities Cronbach’s a CR AVE

E. Empathy (EMP) 3.756 11.398 0.811 0.936 0.831
EMP1. Employees of this hotel

know what my needs are 0.912 0.887

EMP2. This Hotel has my best
interests at heart 0.923 0.902

EMP3. This hotel has operating
hours convenient to all

their customers
0.899 0.876

F. Sensory Sensory (SEN) 3.158 6.903 0.808 0.953 0.910
SEN1. in its presentation This

hotel serves quality food with a
high degree of excellence

0.954 0.903

SEN2. This hotels food is
consistently served in the
freshest state and with un

uncommon degree of visual and
olfactory appeal

0.954 0.903

For the Hotel Performance scale, the Cronbach’s alpha coefficient was 0.824. Hotel
Performance has a composite reliability (CR) of 0.973. This number is above the threshold
point of 0.7, indicating internal consistency [94–111]. The average extracted variation (AVE)
for an acceptable Hotel Performance scale was 0.817 [94–111] (Table 3). The following
indices are tolerable and demonstrate the built validity of the Service Quality scale [94–107]:
Eigenvalue (11.614), %Variance (85.722), Loadings, and Communalities (Table 3). The
measurement model (X2/DF = 1.65, CFI = 0.95, GFI = 0.92, RMSEA = 0.035, AGFI = 0.90,
IFI = 0.95) [107–113] matched the observed data presented in Table 3.

Table 3. Hotel Performance Scale.

Construct Eigen Value Variance % Loadings Commu-n
Alities

Cronbach’s
a CR AVE

Hotel Performance (PERFO) 11.614 79.403 0.824 0.973 0.817
PERFO1. I am satisfied regarding

Profitability compared to business unit
objectives

0.912 0.834

PERFO2. I am satisfied regarding
Profitability compared to hotel industry

average
0.912 0.834

PERFO3. I am satisfied regarding
Market share compared to business unit

objectives
0.912 0.834

PERFO4. I am satisfied regarding
Market share compared to major

competitor
0.845 0.783

PERFO5. I am satisfied regarding
Market share compared to hotel

industry average
0.906 0.821

PERFO6. I am satisfied regarding Sales
volume compared to business unit

objectives
0.906 0.821

PERFO7. I am satisfied regarding
Return on investment compared to hotel

industry average
0.917 0.841

PERFO8. I am satisfied regarding
Overall assessment of your company’s

performance compared to hotel industry
average

0.917 0.841

For the Hotel Performance scale, coefficient a counts for internal consistency, equals to
0.896 while for the instrument referring to Customer Satisfaction, the Composite reliability
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(CR) is 0.920. This number above the threshold point of 0.7, indicating internal consis-
tency [107–113]. With a Customer Satisfaction scale that is rated satisfactory [107–113], AVE
counts for 0.793. (Table 4). The following indices are tolerable and demonstrated the built
validity of the Service Quality scale [107–113]: Eigenvalue is equal to 5.209, Variance to
79.871, Loadings are above 0.800 and Communalities are larger than 0.700, (Table 4).

Table 4. Customer Satisfaction scale.

Construct Eigen Value Variance % Loadings Commu-n
Alities

Cronbach’s
a CR AVE

Customer Satisfaction (SAT) 5.209 79.871 0.896 0.920 0.793
SAT1. I am satisfied foe the decision

that he/she patronizes the hotel 0.837 0.752

SAT2. I am satisfied with the degree
of a customer’s feeling of service 0.916 0.872

SAT3. I am satisfied with the degree
of the perceived degree of

the method
0.916 0.872

Hypotheses testing: Correlation analysis confirms the six null hypotheses given. Hu-
man Resource Management techniques, in particular, are substantially connected with
service quality, as the Pearson correlation coefficient r equals 0.831, which is significant
(p < 0.001); institutional performance, as the Pearson correlation coefficient r equals 0.893,
which is significant (p < 0.001); and customer happiness, as the Pearson correlation co-
efficient r equals 0.905, which is significant (p < 0.001). As a result, the null hypotheses
Ho3, Ho4, and Ho1 are all admissible. In the same vein, Nazir and Islam [124] proved
that sustainable HRM practices a have positive impact on employee engagement, which
leads to customer satisfaction. These findings also support the research of Chand and
Katou [14], who proved a strong correlation between HRM and hotel performance. Further-
more, service quality is substantially associated with organizational success, as the Pearson
correlation coefficient r equals 0.833, which is significant (p < 0.001), and client happiness,
as the Pearson correlation coefficient r equals 0.907, which is significant (p < 0.001). As a
result, the null hypotheses Ho2 and Ho5 are viable. This result is in accordance with the
study of Islam et al., (2019), which supported that service quality has a positive impact on
customer satisfaction. Lastly, consumer satisfaction is substantially connected with organi-
zational success, as the Pearson correlation coefficient r equals 0.981, which is significant
(p < 0.001). As a result, the sixth null hypothesis, Ho6, was satisfactory (Table 5). Similarly,
previous studies have underlined the connection between customer happiness and hotel
performance [76,77,80]. The results also confirm earlier studies suggesting that improving
attention to client requests can increase customer happiness/value, which can therefore
have a beneficial impact on the profitability of the business [64,125–131]. In addition, HRM
is substantially connected with Service quality, as the Pearson correlation coefficient r equals
0.831, which is significant (p < 0.001); with Hotel performance, as the Pearson correlation
coefficient r equals 0.893, which is significant (p < 0.001); and Customer Satisfaction, as the
Pearson correlation coefficient r equals 0.905, which is significant (p < 0.001).

Implicative statistical Analysis (ASI): ASI results released a similarity tree, a hierarchy
tree, and an Implicative Graph. The implication strength of involvement was molded by the
implicative relationships among the variables in the command of significance. Moreover,
the hierarchy dendrogram or hierarchy tree and implicative diagram present the path of
such relations [132]. ASI can enable the merging of the most significant variables according
to responders’ answers [133]. ASI produces and generates association rules. It highpoints
bents in a set of properties [134] based on a probabilistic model. Finally, it shows the
way respondents deal with and treat these associations among variables and conceptual
constructs of the study. Thus, the data were analyzed with the ASI methodology and CHIC
software was used [133].
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Table 5. Correlations.

Correlations

HRM SERVQUAL PERFORMANCE SATISFACTION

HRM
Pearson Correlation 1 0.831 ** 0.893 ** 0.905 **

Sig. (2-tailed) 0.000 0.000 0.000
N 360 360 360 360

SERVQUAL
Pearson Correlation 0.831 ** 1 0.833 ** 0.907 **

Sig. (2-tailed) 0.000 0.000 0.000
N 360 360 360 360

PERFORMANCE
Pearson Correlation 0.893 ** 0.833 ** 1 0.981 **

Sig. (2-tailed) 0.000 0.000 0.000
N 360 360 360 360

SATISFACTION
Pearson Correlation 0.905 ** 0.907 ** 0.981 ** 1

Sig. (2-tailed) 0.000 0.000 0.000
N 360 360 360 360

** Correlation is significant at the 0.01 level (2-tailed).

Similarity tree: The similarity tree produces grouping of items based on the selection
subscale of the HRM scale, Quality Service of the SERVQUAL scale, Hotel Performance
of the Hotel Performance scale, and the Satisfaction scale (Figure 1). The similarity tree
(Figure 2) shows three similarity subgroups (Group A, Group B, and Group C). The first
similarity subgroup (Group A) presents relations regarding the corresponding similarity
among items ((TANG ASSUR) ((REL RESP) (EMP SEN))) similarity: 0.1966 connected
with the SERVQUAL scale conceptual constructs named Tangibles (TANG), Assurance
(ASSUR), Reliability (REL), Responsiveness (RESP), Empathy (EMP), and Sensory (SEN).
The strongest similarity in this group is between the items (REL RESP) (similarity: 0.822425)
connected with Reliability (REL) and Responsiveness (RESP) with conceptual constructs’
items. The second strongest similarity in this group is between the items (TANG ASSUR)
(similarity: 0.816507) connected with Tangibles Assurance conceptual constructs’ items.
The third strongest similarity in this group is between the items (EMP SEN) (similarity:
0.774239) connected with Empathy and Sensory. The ((REL RESP) (EMP SEN)) items
of the first two groups also have a medium similarity relation ((REL RESP) (EMP SEN))
(similarity: 0.453427). This means that Reliability, Responsiveness, Empathy, and Sensory
conceptual constructs have medium importance. On the contrary, the whole group A
((TANG ASSUR) ((REL RESP) (EMP SEN))) similarity: 0.1966) has law similarity, which
means that Tangibles and Assurance have law similarity with the rest of the conceptual
constructs named Reliability, Responsiveness, Empathy, and Sensory.

The other similarity subgroup (Group B) presents similarity relations among items
connected with Customer Satisfaction (SAT), Hotel Performance (PERFO), Recruitment
and selection (Recru), and Training and development (Train) ((SAT PERFO) (Recru Train)
similarity: 0.0673802). The strongest similarity in this group is between the items ((SAT
PERFO) similarity: 0.511334) connected with the Satisfaction and Hotel Performance
conceptual constructs’ items, which is of quite significant importance. The second strongest
similarity in this group is between the items ((Recru Train) similarity: 0.506339) connected
with the Recruitment, Selection, Training, Development, and Hotel Performance conceptual
constructs’ items, which is also of quite significant importance. On the contrary, the whole
Group B ((SAT PERFO) (Recru Train) similarity: 0.0673802) has law similarity, which means
that Customer Satisfaction and Hotel Performance have law similarity with the rest of the
conceptual constructs named Selection and Recruitment Development and Training.
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Similarity Group C presents similarity relationships among items connected to 4/6 of
the HRM scales. More specifically, the third similarity group (Group) ((Manpo Pay) (Jobd
Qcircle) similarity: 0.573255) refers to similarity relations among items connected with the
Manpower planning and Pay system, Job design, and Quality circle conceptual constructs
of the HRM scale. The strongest similarity in this group is between the items ((Jobd Qcircle)
similarity: 0.872949) connected with Job design and Quality circle conceptual constructs.
The second strongest similarity is connected with ((Manpo Pay) similarity: 0.76724) Man-
power planning and Pay system conceptual constructs of the HRM scale. The whole third
group ((Manpo Pay) (Jobd Qcircle) similarity: 0.573255) is of quite significant importance.

Hierarchy tree: The hierarchy tree (Figure 2) presents the implicative relations between
the variables in the order of significance. Additionally, the cohesive tree also shows the
direction of such relations. From the tree, it can be observed that there are two discrete
hierarchical groups. From the above tree, it can be observed that the first hierarchical group
has a stronger implication (RESP =⇒ REL cohesion: 1), which is significant. This rule
means that Responsiveness (Responsiveness (RESP)) implies responders’ perception of
Reliability. The rule (RESP =⇒ REL) =⇒ SEN (cohesion: 1) means that the rule RESP
=⇒ REL implies respondents’ perception of Sensory (SEN). The rule ASSUR =⇒ ((RESP
=⇒ REL) =⇒ SEN) (cohesion: 1) means that Assurance implies respondents’ perception
of the previous rule. The rule TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒ SEN)))
(cohesion: 1) means that Tangible implies the previous rule ASSUR =⇒ ((RESP =⇒ REL)
=⇒ SEN)).

The rule ((TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒ SEN))) =⇒ EMP)
(cohesion: 1) has perfect cohesion. This hierarchy group shapes the rule, according to which
the rule TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒ SEN)) implies Empathy (EMP).
This rule corresponds only to SERVQUAL conceptual constructs.

The whole first hierarchy group (((TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒
SEN))) =⇒ EMP) =⇒ PERFO) (cohesion: 0.51) is of medium importance. Moreover,
the rule ((TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒ SEN))) =⇒ EMP) =⇒
PERFO means that the rule TANG =⇒ (ASSUR =⇒ ((RESP =⇒ REL) =⇒ SEN)))
is connected with the SERVQUAL scale, and implies the Hotel Performance conceptual
construct (PERFO).

From the tree, it can be observed that the second hierarchical group with stronger
implications (Qcircle =⇒ Jobd) (cohesion: 0.999) is significant. The rule Qcircle =⇒
Jobd implies almost perfect quality, and the Quality circle (Qcircle) implies respondents’
perception of Job design (Jobd).

The rule (Manpo =⇒ (Qcircle =⇒ Jobd)) (cohesion: 0.925) indicates that respon-
dents’ perception of Manpower planning (Manpo) implies their perception of Quality circle
(Qcircle) as well as their perception of Job design (Jobd). This hierarchy group shapes the
rule (Recru =⇒ (Manpo =⇒ (Qcircle =⇒ Jobd))) (cohesion: 0.838), which is charac-
terized by significant cohesion. Moreover, the rule (Recru =⇒ (Manpo =⇒ (Qcircle
=⇒ Jobd))) means that respondents’ perception of Recruitment and selection implies
respondents’ perception of the rule (Manpo =⇒ (Qcircle =⇒ Jobd)). The strongest rule
in this hierarchical Group B was Pay =⇒ Train (cohesion: 0.99). This rule means that
respondents’ perception of Pay system (Pay) implies respondents’ perception of Training
and development (Train). Finally, the second hierarchical group, which is rule ((Recru =⇒
(Manpo =⇒ (Qcircle =⇒ Jobd))) =⇒ (Pay =⇒ Train)) (cohesion: 0.621), indicates a
rule between the two rules. More specifically respondents’ perception of the rule Recru
=⇒ (Manpo =⇒ (Qcircle =⇒ Jobd)) implies respondents’ perception toward the rule
Pay =⇒ Train. This rule is a hierarchical representation of all the conceptual constructs
of the HRM scale, namely, Job Design, Selection and Recruitment, Quality Circle, Pay
System, Manpower planning, and Training and Development, which are characterized by
a significant cohesion.

Implicative graph: In the implicative graph, all implications between items are appre-
ciated at a confidence level (see Figure 3). This figure represents the Implicative Diagram
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from threshold 0.60 to threshold 0.99. In this graph, there is only one implicative chain,
that is Recruitment and Selection =⇒ Quality Circle =⇒ Manpower Planning =⇒
Pay System =⇒ Job Design =⇒ Training and Development =⇒ Sensory, Job Design
=⇒ Assurance =⇒ Responsiveness =⇒ Tangibles =⇒ Sensory =⇒ Reliability
=⇒ Empathy =⇒ Hotel Performance, SAT =⇒ Hotel Performance. For example, the
chain Selection and Recruitment =⇒ Quality Circle =⇒ Manpower Planning =⇒ Pay
System =⇒ Job Design =⇒ Training & Development =⇒ Sensory the rule Recruitment
and Selection =⇒ Quality Circle =⇒ Manpower Planning =⇒ Pay System has an
implication intensity between 0.60 and 0.90, it appears in grey, as well as the rule Job Design
=⇒ Training and Development =⇒ Sensory. The rule Pay System =⇒ Job Design has
an implication intensity between 0.95 and 0.99, it appears in red. The rule Pay system =⇒
Job Design implies that Pay System (Pay System) signifies Job Design (Job Design). The part
of the implicative chain Recruitment and selection =⇒ Quality Circle =⇒ Manpower
Planning =⇒ Pay System =⇒ Job Design =⇒ Training and Development is in line
with the second part of the hierarchy tree and describes the rules between the conceptual
constructs of the HMR scale. The rule Job Design =⇒ Assurance has an implication
intensity between 0.60 and 0.90, it appears in grey, and it is the rule that connects Job
Design, which is a HMR scale, conceptual construct, and Assurance conceptual construct
of the SERVQUAL scale.
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Figure 3. Hierarchy Tree.

The chain Assurance =⇒ Responsiveness =⇒ Tangibles =⇒ Sensory =⇒ Relia-
bility =⇒ Empathy has an implication intensity between 0.95 and 0.99, it appears in red.
This rule implies that Assurance suggests Responsiveness which indicates Tangibles which
indicates Sensory which suggests Reliability which finally suggests Empathy. The rules
SAT, Emp ≥ Hotel Performance, which have intensity between 0.60 and 0.90, appearing in
grey, suggest that Satisfaction and Empathy endorse Hotel Performance (Figure 4).
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6. Conclusions and Implications

The current study examines how sustainable HRM techniques affect service quality,
customer happiness, and institutional performance in the Cypriot inner-city hotel sector.
This study contributes to the field of management by providing evidence that adapting
sustainable HRM practices can lead to improving service quality and, therefore, hotel
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performance. It highlights the significance of effective hotel services as a contributor to
guest happiness and a predictor of the performance of the hotel. The operational equation
model confirmed the dimension model’s fit with the experiential records/data. As a re-
sult, the present study supports that the conceived Human Resource Practices model is a
legitimate model that has an identical respectable fitting to SERVAQUAL and the Hotel
Performance model. Additionally, the outcomes of the study indicate that HRM practices
have a major impact on client happiness. It was discovered that HRM routines, in particular,
can impact the effective way of providing service quality and, therefore, hotel performance
and client happiness. The most significant correlation was discovered between customer
satisfaction and institutional performance. This is an important discovery since it was
first demonstrated in a Cypriot study pertaining to the inner-city hotel sector. Both the
quality of service and HRM practices have an effect on it. Overall, this research supports
the strong correlation between hotel performance and HRM practices [14]. This study’s
key managerial suggestions are the following: the human resource managers must not
only focus on operations, which are frequently quantified in terms of improved efficiency,
distribution skills, and attitudes of workers, but must also highlight the advancement
of relational capabilities and intradepartmental learning. This study informed the hotel
sector that human resource managers could be assured that advocating and supporting
HRM practices, as well as creating client connections, would yield great returns. With
regard to theoretical contributions, this study investigated the effect of core organizational
competences, such as HRM and service quality, on customers’ happiness and company
success in Cyprus’s inter-city hotel industry. Positive connections were, implying that
HRM improvements are the result of operational and technical measures, as well as man-
agerial, disciplinary, and interorganizational competencies. The findings of the current
study confirm the major significance of HRM practices in terms of boosting customer satis-
faction and service effectiveness and, as a result, company success [134,135]. The present
study adds weight to the HRM area because it provides evidence that sustainable HRM
practices, staff service quality, customer satisfaction, and institutional performance are
positively correlated.

7. Limitations and Future Research

Nevertheless, the present study had some limitations too. The first limitation is
correlated with self-generated validity, which seems to interfere in some cases. According
to ref. [130], the expression of personal feelings may develop on the spot, deriving from self-
generated validity. Some participants may have never considered some of the topics under
study before. Thus, their opinion when commenting and valuing may not be representative.
Alternatively, according to ref. [129] respondent may use previously collected replies to
earlier questions in order to generate responses to survey questions. Another limitation
of the study was the sample size. The sample size was limited in this research, and the
assessment of models incorporating interaction terms under such conditions is difficult
due to multicollinearity. Furthermore, this study was limited to urban Cypriot hotels.

Future research may widen the scope of the problem by incorporating more cultures
and countries. Pipelines and Big Data applications, including algorithms, can help re-
searchers collect a lot of data by searching hotel industry websites in order to evaluate the
influence of hotel performance and HRM practices [136–140]. Finally, the goal of future
studies should be to use a longitudinal research approach of generating findings that are
more robust and the opportunity to broaden awareness of the outcome of HRM practices
on customer satisfaction, service quality, and institutional performance. For example, re-
searchers could examine the influence of HRM practices in multiple ways over a longer
period, offering greater accuracy and depth. They could measure the influence of HRM
practices in stages rather than at a single point in time, as this research did. Nonethe-
less, many studies [138–146] claim that longitudinal research has extra methodological
considerations that every researcher must take into account.
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