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The hotel industry is the largest and most rapidly growing industry in Jordan. Hotel management regularly
seeks directions that enable them to sustain their competitive position. This study, therefore, investigates
the impact of human resource management (HRM) practices, service quality, employee satisfaction,
employee loyalty, customer satisfaction and customer loyalty on hotel performance in Jordan and then
examines the relationships between these factors. A conceptual model is developed by proposing eleven
hypotheses. Data are collected via a distributed survey to three-, four- and five-star Jordanian hotels. A total
of 52 hotels in Amman responded to the questionnaires pooling 52 HR managers, 52 sales managers, 236
employees and 311 customers. The model is examined using structural equation modeling. The main results
indicate that HRM practices, service quality, employee satisfaction, employee loyalty, customer satisfaction
and customer loyalty have a positive influence on the improvement of hotel performance in financial and
innovation domains. In conclusion, the methodology applied to measure the performance of hotel industry
provides valuable information to top management and decision makers in Jordan regarding main factors
that improve hotel performance and sharpen its competitive strength.

� 2014 Elsevier Ltd. All rights reserved.
1. Introduction

Tourism is the main productive sector in Jordan. It generates
over 17% of Gross National Product. With its regional spread, tour-
ism is an ideal industry to diffuse benefits across Jordan, and dur-
ing the past few years, it has been responsible for generating a
significant increase in foreign and domestic investment. A major
part of the tourism sector is the hotel industry, which is the largest
and most rapidly growing industry, employing over 14,690 people.
It directly and indirectly employs over 37% of the total force in the
tourism sector. Despite that, the hotel industry in Jordan is con-
fronted with considerable challenges imposed by turbulent and
rapidly changing external environment that it operates in.

Increased service quality, customer satisfaction, customer loy-
alty, employee satisfaction, employee loyalty, and hotel perfor-
mance through human resource management (HRM) practices is a
viable way for hotels to remain competitive (Lytras & Ordóñez de
Pablos, 2008a, 2008b). Several studies have been conducted to
examine the relationships between these factors. For example,
Tortorella and Fogliatto (2014) presented a method for assessing
the impact of HRM practices in a company under lean implementa-
tion in a case study from the automotive parts manufacturing sector.
Zhai, Liu, and Fellows (2014) investigated the effect of HR practices
and organizational learning on firms’ performance in Chinese con-
struction industry using structural equation modeling. The results
support organizational learning as a mediating variable of the rela-
tionship between HR practices and organizational performance.
Longmore and Ronnie (2014) explored the key HR practices affecting
doctors in a medical complex in South Africa using an open-ended
questionnaire to gather data from 75 doctors in this setting. Results
showed that the most important HR practices were paying salaries
on time and accurately, the management of documentation, com-
munication, HR staff showing that they respected and valued the
doctors, and reimbursement for conferences and special leave
requests. Sirca, Babnik, and Breznik (2013) studied the role of HRM
climate in employees’ attitudes through linking HRM climate per-
ceptions to job satisfaction, job involvement and perceived organi-
zational performance. The model was then tested on a sample of
574 Slovenian employees from the manufacturing sector. Yee,
Yeung, & Cheng, 2010 examined the relationships among employee
loyalty, service quality, customer satisfaction, customer loyalty and
firm profitability, and the contextual factors influencing these rela-
tionships in 210 high-contact service shops in Hong Kong using
Structural Equation Modeling (SEM). Chand (2010) investigated
the effects of HRM practices on service quality, customer satisfaction
and performance in Indian hotels. Ouyang (2010) used confirmatory
factor analysis (CFA) and SEM to analyze the casual relationships
between service quality, customer trust, customer satisfaction, and
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customer loyalty, and examined the mediator effects of customer
satisfaction and trust. Chi and Gursoy (2009) investigated the rela-
tionship between employee satisfaction and customer satisfaction,
and their impact on the financial performance of a hospitality com-
pany utilizing service-profit-chain framework. Further, they exam-
ined the mediating role of customer satisfaction on the indirect
relationship between employee satisfaction and financial perfor-
mance at three and four star hotels. Abdullah et al. (2009) examined
the linkage between employee satisfaction and employee loyalty by
developing the service profit chain in hotels in the Klang Valley area
in Malaysia. Som (2008) examined the effect of innovative HRM
practices on corporate performance during the change process
through a multiple-respondent survey of 69 Indian organizations.
Gržinić (2007) tested the importance of service quality in hotel
industry from both the conceptual standpoint and that of service
quality measurement. Matzler and Renzl (2006) tested the relation-
ships between trust in management and trust in peers, satisfaction
and loyalty of employees of an Austrian company in the energy sec-
tor using SEM with Partial Least Squares.

In Jordan, examining the factors that affect business performance
has gained significant research attention. For example, Al-Refaie,
Al-Tahat, and Bata (2014) examined effects of customer relationship
management on banks performance and customer–bank relation-
ship quality. Al-Refaie and Hanayneh (2014) studied influences of
total productive maintenance, total quality management, and six
Sigma practices on firms performance in Jordan. Al-Refaie, Li, and
Ko (2012) investigated the factors that affect customer linking capa-
bilities and customer satisfaction in Jordanian Hotels. Al-Refaie,
Ghnaimat, & Li, 2012 examined the effects of ISO 9001 certification
and KAAE on performance of Jordanian firms. Al-Refaie, Li, and
Jalham (2012) examined the factors that influence repurchase and
customer satisfaction in Jordanian Telecom Companies. Al-Refaie
(2011) employed structural model to investigate factors that affect
patient satisfaction and revisit intention in Jordanian hospitals. Al-
Refaie, Ghnaimat, and Ko (2011) investigated the effects of quality
management practices on customer satisfaction and innovation.
Still, little published research has been directed to examine the fac-
tors that affect hotel performance in Jordanian hotels and investigate
the relationship between them. Al-Rousan and Mohamed (2010)
examined the impact of tourism service quality dimension in the Jor-
danian five star hotels. A self-administered questionnaire was used
to measure the perceived tourism service quality of the hotel guests
at three branches Marriott hotel in Jordan. Al-Refaie, Li, and Ko
(2012) examined factors affect customer linking capabilities and
customer satisfaction in customer relationship management in Jor-
danian hotels. This research aims at examining the relationships
between service quality, HRM practices, employee satisfaction,
employee loyalty, customer loyalty and customer satisfaction and
examining their effects on hotel Jordanian performance. The results
of this research are of prime importance to hotel managers in prior-
itizing the main factors, determining their effects on hotel perfor-
mance, and planning future improvements that leads to increasing
hotel competitiveness. The remaining of this research is outlined
in the following sequence. Section 2 develops conceptual frame-
work. Section 3 demonstrates the methodology of data collection
and analysis. Section 4 discusses the empirical results of the mea-
surement and structural models. Section 5 summarizes the main
conclusions and recommendations.

2. Conceptual framework

2.1. Hypotheses development

2.1.1. HRM practices and service quality
Human resource management (HRM) practices are a distinctive

approach to employment management which aims to achieve
competitive advantage via the strategic deployment of a highly
committed and capable workforce using an array of cultural, struc-
tural and personnel techniques (Storey, 2001). The HRM function
includes a variety of activities, including determining staffing
needs, recruiting and training the capable employees, performance
measurement, managing ways of employee benefits and compen-
sation, and employee records.

Schneider, 1994 found that employee perception of HRM prac-
tices significantly related to customer perception of service quality,
which is a key factor for increasing hotel’s competitiveness, effec-
tiveness and flexibility. Hartline and Ferrell (1996) suggested that
hotel contract employees should receive the necessary training in
order to deliver high quality service. The relationship between
HRM practices and service quality enhances the ability of hotel
employees, provides better service, and improves the effectiveness
in service delivery. Hence, the following hypothesis is proposed:

H11. HRM practices are positively related to improvement of
service quality in hotels.
2.1.2. HRM practices, employee satisfaction, and customer satisfaction
Successful HRM results in employee satisfaction and loyalty.

Employee satisfaction is a pleasurable or positive emotional state
resulting from the appraisal of the job experiences of the employee
(Grigoroudis & Siskos, 2010). Typically, satisfied employees are
loyal and productive employees (Heskett, Sasser, & Schlesinger,
1997). Employee loyalty means that employees are committed to
the organization success and believing that working for this orga-
nization is the best option, planning to remain with the organiza-
tion, does not actively search for an alternative employment, and
is not responsive to offers. Employee loyalty increases as these
individuals become more satisfied with their jobs and are allowed
to take care of customers (Reichheld, 1996). Employee’s satisfac-
tion and loyalty is considered to be one of the most important driv-
ers of quality, customer satisfaction and productivity. Customer
satisfaction is the emotional response of a customer to the per-
ceived gap between prior experience and expectations of a product
and organization, and the actual experienced performance as per-
ceived after interacting with an organization and/or consuming its
product. Loyal customers are satisfied customers who are not eas-
ily swayed by price inducement from competitors (Baldinger &
Rubinson, 1996; Bowen & Shoemaker, 1998). In practice, satisfied
and motivated employees produce satisfied customers and
increase organizational revenue and profitability (Pugh, Dietz,
Wiley, & Brooks, 2002). On this basis, it is hypothesized that:

H12. Effective HRM practices are positively related to customer
satisfaction in hotels.
H13. HRM practices are positively related to employee satisfaction
in hotels.
2.1.3. Employee satisfaction, service quality, and customer satisfaction
Satisfied employees are more likely to provide better services

through organizational citizenship behaviors (Yoon & Suh, 2003)
and they tend to be more involved in their employing organiza-
tions, and more dedicated to delivering high quality services. Thus,
service quality is affected by employee satisfaction. Yee, Yeung,
and Cheng (2008) revealed that job satisfaction perceived by cus-
tomer-contact employees is associated with service quality. More-
over, service employees with a high level of job satisfaction will
appear to the customer more balanced and pleased with their envi-
ronment, which leads to positive influence on the level of customer
satisfaction. Consequently, the following two hypotheses are
proposed:
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H14. Employee satisfaction has a positive influence on service
quality.
H15. Employee satisfaction has a positive influence on customer
satisfaction.
2.1.4. Service quality and customer satisfaction
Customer satisfaction is one of the most dominant themes in hos-

pitality industry, which requires experience with the service, and is
influenced by the perceived service quality (Anderson, Fornell, &
Lehmann, 1994). Typically, customer judgment of a product or ser-
vice would lead to customer satisfaction (Oliver, 1999), and conse-
quently directly affects behavioral intentions of repurchases (Yee
et al., 2008). Therefore, the following hypothesis is suggested:

H16. Service quality is positively associated with customer satis-
faction in hotels.
2.1.5. Employee satisfaction and employee loyalty
Heskett et al. (1997) revealed a positive relationship between

employee satisfaction and employee loyalty. Increasing employee
satisfaction could actually result in an increase in employee partic-
ipation and has the potential of making both the employee and
employer equally loyal to the organization. Therefore, the follow-
ing hypothesis is established:

H17. Employee satisfaction is positively related with employee
loyalty.
2.1.6. Customer satisfaction and customer loyalty
Customer satisfaction is considered to act as an antecedent to

loyalty behavior. Satisfied customers have potential to become
loyal customers, who not only repurchase service, but also spread
positive word-of-mouth of the organization (Min, Min, & Chang,
2002). In addition, they may be more tolerant for possible service
failures. Hence, the following hypothesis is suggested:
Fig. 1. The proposed c
H18. Customer satisfaction has a positive effect on customer
loyalty.
2.1.7. Employee loyalty and customer loyalty
Employee satisfaction and loyalty result in improved customer

retention (Bennett & Bove, 2002), which may leads to customer
loyalty. Loyal customers build up good relationships with loyal
employees. Consequently, the following hypothesis is suggested:

H19. Employee loyalty is positively correlated with customer
loyalty.
2.1.8. Customer loyalty and hotel performance
Hotel industry is recognized as operating in a highly competi-

tive environment. Hence, it is important that business maximizes
customer satisfaction and loyalty. Customer satisfaction positively
impacts firm profitability through higher levels of purchase,
decreased price sensitivity, positive word of mouth and less likeli-
hood of switching brands (Wilkins, 2010). Thus, the following
hypothesis will be tested:

H110. Customer loyalty is positively correlated with hotel
performance.
2.1.9. Employee satisfaction and hotel performance
Employee satisfaction plays a significant role in helping hotels

achieve financial goals. Customers tend to have a better experience
with hotels attaining higher levels of employee satisfaction. Satisfied
employees are more likely to be motivated and harder working than
dissatisfied ones (Chi & Gursoy, 2009). Hence, it is hypothesized that:

H111. The relationship between employee satisfaction and finan-
cial performance is mediated by customer satisfaction.
2.2. Factor measures and hypothesized model

The conceptual model is constructed then shown in Fig. 1. In
this model, appropriate factor measures should be established.
onceptual model.



Table 1
Model factors and their related measures and questions.

Latent Measure Question

Customer satisfaction (CS) Degree of satisfaction (CS1) The price is suitable with the provided services
The service offered satisfies my needs
The services provided meet my expectations
Bath amenities and air conditioning are appropriate
Housekeeping services are timely and efficient
Food quality is excellent
The room is clean, quiet and properly supplied
Service on arrival and check in was suitable and courteous
The location of this hotel is ideal

Customer loyalty (CL) Attitude loyalty (CL1) This hotel is my first priority for my next visit
In my future visits, I would prefer to use many services in this hotel (e.g., swimming pool, room
service)

Behaviour loyalty (CL2) I would recommend this hotel to family and friends
Complaints are thoroughly analyzed and quickly resolved

Service quality (SQ) Tangibles (SQ1) Up-to-date equipment (e.g., business center equipment, hair dresser)
Physical facilities are visually attractive (e.g., health club, spa)
Employees are well-dressed and neat (e.g., uniform, personal hygiene)

Reliability (SQ2) When this hotel promises to do something by a certain time, it does so (e.g., ordering food, room
service)
Accurate records (e.g., customers’ passports, check in information)

Responsiveness (SQ3) Employees are always willing to help customers
Employees respond to customer requests immediately

Assurance (SQ4) Employees can be trusted with the items of guests
Employees know well their jobs to help customers

Empathy (SQ5) Operating hours are convenient to all customers (e.g., room service, laundry)
Employees know what my preferences are

Employee loyalty (EL) Sense of belonging (EL1) I believe nowadays employees move regularly from one hotel to another one
I consider it ethical to leave this hotel if I receive a better offer from elsewhere
Commitment to the hotel is an important value
This hotel deserves my loyalty
I would recommend others to work in this hotel

Hotel performance (HP) Financial issues (HP1) High sales growth compared to hotel industry average
High profitability compared to hotel industry average
High market share compared to major competitor

Innovation (HP2) Frequent communication is encouraged among the hotel’s various work departments
Financial resources are available for the innovation process
Employee’s mistakes are treated as learning opportunities
Formal training and development

Quality circle (HRM5) Staff involvement in objective settings
Staff responsibility for service
Attitude surveys are regularly used

Pay system (HRM6) Staff informed about market conditions and hotel performance
Merit element in pay package and salaries determination
Financial incentives

Human resources practices
(HRM)

Recruitment and selection
(HRM1)

The process of recruitment is controlled with harmonized conditions
All the employees are treated equally during recruitment
Specific rules are applied during promotions
Using employment test criteria during recruitment
Selecting employees according to merit element, skills and experience

Manpower planning (HRM2) Existing of a conducive working culture
Career planning
Involvement of all departments

Job design (HRM3) Clear and flexible job description
Employees are involved in improving their jobs
Employees work in a team work spirit

Training and development
(HRM4)

Need based specific training

Employee satisfaction (ES) Working conditions (ES1) My job is secure
On special occasions, the hotel empathizes with employees (e.g., urgent situations)
My job does not cause unreasonable amounts of stress in my life

Teamwork and cooperation
(ES2)

Teamwork is encouraged and practiced
Feeling part of a team working toward a shared goal
Departments cooperate with each other in rush hour

Relationship with supervisor
(ES3)

I prefer to work with a specific supervisor
Supervisor treats me with respect
My supervisor always takes disciplinary action when I make a mistake

Recognition and rewards (ES4) When I do a good job, I receive the praise and recognition I deserve (e.g., awards, recognition)
Good work results in promotion and more benefits
My salary equals my responsibilities
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Based on expert experience and previous studies (Matzler & Renzl,
2006; Ouyang, 2010; Som, 2008; Yee et al., 2010), each factor with
its related measures and questions, respectively, are shown in
Table 1.
3. Analysis and discussion

3.1. Sampling and data collection

Prior to data collection, a pilot study was conducted with differ-
ent professional workers in the hotel industry, in addition to regu-
lar customers in hotels. Upon completing the pilot study minor
modifications were made to the questionnaires in order to improve
their validity and readability. The final version of the question-
naires was then distributed in person and via emails. Data were
collected from HR managers, sales managers, employees and cus-
tomers in three-, four- and five-star hotels in Amman. Question-
naires were filled in each hotel and collected randomly as
follows: one human resources questionnaire, one hotel perfor-
mance questionnaire, five employee satisfaction questionnaires,
and five customer satisfaction questionnaires. A total of 60 hotels
were visited. A total of 52 hotels responded; which generates a
response rate of 86.7%. Human resources and sales/general manag-
ers were asked to fill human resources and hotel performance
questionnaires. While, service employees, staff members who are
directly responsible for service in hotels, were responsible to
answer the employee satisfaction questionnaire. Customers stay-
ing at the hotels were asked about their opinions by filling out
the customer satisfaction questionnaire.
(a) Customers.

(c) HR managers.

Fig. 2. Analysis of demographic in
3.2. Analysis of characteristics of respondents

The collected demographic information for four types of
respondents is analyzed as shown in Fig. 2. It is noted that:

(i) The ages of the largest portion (33%) of responding custom-
ers are within 18–29 years old. About 51% of them are
female. For visit duration, 60% stays for at most 3 days. The
main reasons for the visit are tourism (50%) followed by
business (34%).

(ii) The ages of the largest portion (33%) of responding employ-
ees are within 25–30 years old. About 79% of them are
female. The salary amount (100–299 JD) and years of expe-
rience (0–4 years) constitute the largest proportions of cor-
respond to 44% and 45%, respectively.

(iii) The ages of about 30% of HR managers falls within 18–29
and 40–49 years. Whereas, 41% of the sales managers’ ages
ranges between 30 and 39 years. The largest portion of sales
and HR managers are male of percentages 72% and 83%,
respectively. Further, the salary of the largest portion of
HR managers (36%) is more than 700 JD, whereas the salary
of 90% of sales managers is more than 299 JD. Finally, 34% of
HR managers gained more 5–9 years of experience, whereas
60% of sales managers gained more than 9 years of
experience.

3.3. Data analysis for measurement and structural models

The items used to assess HRM practices, employee satisfaction,
employee loyalty, customer satisfaction, customer loyalty, service
(b) Employees.

(d) Sales managers.

formation about respondents.



Table 4
Cronbach’s a values.

Latent Cronbach’s a

HRM 0.8757
HP 0.7118
CS 0.8893
CL 0.8319
SQ 0.9080
ES 0.7570
EL 0.8550
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quality and hotel performance latent were measured on a five-
point Likert scale ranging from 1 (Strongly disagree) to 5 (Strongly
agree) (Chi & Gursoy, 2009). Two tests were conducted, to ensure
the validity of the model’s content. The first test is multicollinear-
ity between the items, whereas the second is the test of the reli-
ability of the measurement variables. The two tests are described
as follows.

(1) Multicollinearity test

Multicollinearity means that some predictors are correlated
with other predictors. It can be assessed by calculating the correla-
tion coefficient (Al-Refaie, Li, & Ko, 2012; Al-Refaie, Ghnaimat, & Li,
2012; Al-Refaie, Li, & Jalham, 2012). The correlation coefficient
measures the degree to which two things vary together or oppo-
sitely. The correlation coefficient ranges is from �1 to 1. Zero cor-
relation means that the two things vary separately. The correlation
coefficient was calculated between the questions of each latent.
The correlation matrix for the hotel performance and service qual-
ity are shown in Tables 2 and 3, respectively.

(2) Reliability test

The Cronbach’s alpha (a) is a tool for the assessment of the reli-
ability of scales. It is a measure of internal consistency, that is, how
closely a set of items are related as a group. The a value varies from
0 to 1; the higher values suggest higher internal consistency. The
values of alpha was calculated then displayed in Table 4. All alpha
values are above the recommended value 0.70 which indicates reli-
ability (Al-Refaie, 2011; Al-Refaie et al., 2011).
3.4. Empirical results for the measurement model

To analyze the proposed model, two evaluations should be per-
formed. The first evaluation is for the measurement model to test
the validity of indicators. The measurement model defines rela-
tions between the observed and unobserved variables. The second
evaluation is for the structural model, which defines relations
among unobserved variables. Accordingly, it specifies the manner
by which particular latent variables directly or indirectly cause
changes in the values of certain other latent variables in the model
Table 2
Hotel performance correlation matrix.

Question HP1 HP2 HP3 HP4 HP5

HP2 0.609
HP3 0.735 0.471
HP4 0.074 0.391 0.277
HP5 0.323 0.260 0.336 0.438
HP6 0.061 0.102 0.008 0.500 0.417

Table 3
Service quality correlation matrix.

SQ1 SQ2 SQ3 SQ4 SQ5

SQ2 0.591
SQ3 0.351 0.381
SQ4 0.269 0.259 0.624
SQ5 0.275 0.238 0.680 0.618
SQ6 0.300 0.267 0.704 0.591 0.691
SQ7 0.177 0.156 0.602 0.598 0.649
SQ8 0.151 0.152 0.604 0.589 0.612
SQ9 0.216 0.201 0.627 0.615 0.643
SQ10 0.237 0.216 0.552 0.585 0.511
SQ11 0.163 0.143 0.544 0.604 0.586
(Byrne, 2001). Fig. 3 shows the first trial of the measurement
model. The model was analyzed and the fit results were shown
in Table 5. A significance level of 0.05 is adopted to test all hypoth-
eses. A P-value (Probability Level) less than the recommended
value of 0.05 indicates a good fit model. Three measures will be
adopted to decide the fitness of measurement and structural mod-
els. The first measure is the relative chi-square ratio over the
degrees of freedom (DF). Ratio of three or less indicates an accept-
able fit between hypothetical model and the sample data. The sec-
ond measure is the Goodness of Fit Index (GFI), which can be
classified as an absolute index of fit because it basically compares
the hypothesized model with no model at all. The GFI ranges from
zero to one, with values close to one being 0 indicative of good fit.
Finally, the Root Mean Square Error Approximation (RMSEA) takes
into account the error approximation in the population, and it is
recognized as one of the most informative criteria in covariance
structure modeling, values less than 0.05 indicate a good fit, and
values as high as 0.08 represent reasonable errors of approxima-
tion in the population (Al-Refaie, 2014; Al-Refaie & Al-Tahat,
2014; Al-Refaie, Foud, & Eteiwi, 2013) (see Table 6).

In Table 5, the ratio (=1.826) is smaller the recommended value
3, which indicates a good model fit. However, the GFI (=0.694) indi-
cates the need for modification in. An improvement can be made
by utilizing the Modification Index (MI) values for covariance and
regression weights. The largest MI values for covariance of error
covariance parameters are shown in Table 7. Thus, these parame-
ters are freely estimated by indicating covariance between each
error pairs.

A review of MI values for regression weights (i.e., factor load-
ings) reveals five parameters indicative of cross-loadings. For
example, HR12 was repeated 16 times as shown in Table 7, hence
it will be omitted. Five more parameters (ES3, ES10, EL4, SQ8, HR1)
were also omitted due to cross-loading. Fig. 4 illustrates the final
measurement model. The values of fit indices are listed in Table 8.
These values indicate the overall fit of the measurement model.

After completing the analysis of the measurement model, a con-
vergent validity test is established from a review of the t-tests for
the factor loadings between each latent and its measures. A con-
vergent validity test is used to prove if the constructs that theoret-
ically should be related to each other are, in fact, observed to be
related to each other. Table 9 shows that t values are greater than
SQ6 SQ7 SQ8 SQ9 SQ10

0.841
0.638 0.595
0.729 0.711 0.673
0.567 0.530 0.560 0.533
0.617 0.659 0.554 0.704 0.609



Fig. 3. First trial of the measurement model.

Table 5
Fit indices for the first trial of the measurement model.

Model v2 DF P-value v2/DF GFI RMSEA

Default model 3094.715 1695 0.001 1.826 0.694 0.059

Table 6
Covariance with large MI values.

Covariance MI

e20 M e21 68.877
e34 M e35 58.723
e44 M e45 51.158
e25 M e26 45.862
e35 M e36 27.827
e37 M e38 26.387
e8 M e14 21.995
e6 M e15 16.674
e9 M e16 15.231
e5 M e16 15.116
e38 M e39 15.030

Table 7
Sample of full results of MI values for regression weights.

Regression MI

HR12  CS 5.624
HR12  CL 5.478
HR12  SQ 6.807
HR12  CS7 9.113
HR12  CS3 4.932
HR12  CS2 4.330
HR12  CL2 4.641
HR12  SQ10 4.611
HR12  SQ8 9.698
HR12  SQ7 9.623
HR12  SQ6 10.332
HR12  HR17 6.804
HR12  HR11 11.465
HR12  HR10 8.274
HR12  HR7 7.670
HR12  HR1 7.642
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2.0 and significant at P-value < 0.05. For illustration, when SQ goes
up by one, SQ3 goes up by 0.90. The t-value equals 18.19 which is
significantly larger than 2.0. These results support the convergent
validity of almost all measures for the corresponding latent.

After ensuring the validity of indicators in the measurement
model, the structural model is evaluated by adding the hotel per-
formance latent (model output) to the measurement model. The
model is evaluated to draw conclusions regarding the research
hypotheses. The structural model is shown in Fig. 5. The maximum
likelihood estimates for the various parameters of the overall fit in
the structural model are given in Table 10. The fit statistics indicate
that the hypothesized structural model achieves an acceptable fit
that justify no further interpretation.
4. Research results

This study aims at investigating empirically the relationship
between the HRM practices, service quality, employee satisfaction,
employee loyalty, customer satisfaction and customer loyalty, and
examining their effect on hotel performance using SEM. Fig. 6
shows a sample of the obtained results. It illustrates the estimated
weight for both customer satisfaction and employee loyalty



Fig. 4. Revised measurement model.

Table 8
Fit indices for the revised measurement model.

Model v2 DF P-value v2/DF GFI RMSEA

Default model 886.145 714 0.01 1.241 0.854 0.032
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relationships with customer loyalty. The estimated weight indi-
cates that when customer satisfaction goes up by 1, customer loy-
alty changes by 0.84. Also, the estimated weight implies that when
Table 9
Estimates and t-values (in parentheses) from CFA.

HRM HP CS

HRM1 0.91(4.47)
HRM2 0.93(4.25)
HRM3 0.90(5.24)
HRM4 0.93(2.57)
HRM5 0.90(3.42)
HRM6 0.67(1.71)
HP1 0.73(6.20)
HP2 0.29(1.70)
CS1 0.69(13.48)
CL1
CL2
SQ1
SQ2
SQ3
SQ4
SQ5
ES1
ES2
ES3
ES4
EL1
employee loyalty goes up by 1, the customer loyalty goes down by
0.08.

The estimated path coefficients and t-value between the latent
are shown in Table 11, where the following results are obtained:

– The acceptance of the hypotheses H11, H12, and H13. Thus, there
are significant direct relationships between HRM practices and
service quality (estimate = 0.97; t-value = 4.38; P-value < 0.05),
CL SQ ES EL

0.85(14.50)
0.79(14.94)

0.83(6.02)
0.99(15.33)
0.90(18.19)
0.97(15.31)
0.92(13.25)

0.92(9.34)
0.65(7.36)
0.60(3.95)
0.69(8.85)

0.86(12.94)



Fig. 5. Structural model.

Table 10
Overall fit indices for the structural model.

Model v2 DF P-value v2/DF GFI RMSEA

Default model 1231.266 965 0.01 1.276 0.842 0.034
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customer satisfaction (estimate = 0.75; t-value = 3.33;
P-value < 0.05), and employee satisfaction (estimate = 0.98;
t-value = 5.44; P-value < 0.05). Hence, in order to gain competi-
tive advantage hotel managers should continually enhance
HRM practices by providing quality services and improving cus-
tomer and employees’ satisfaction.

– The H14 and H15 suggest that employee satisfaction positively
affects service quality (estimate = 0.99; t-value = 8.92;
P-value < 0.05) and customer satisfaction (estimate = 0.82;
t-value = 8.43; P-value < 0.05). This result highlights the impor-
tance of employees’ satisfaction and its effect on customer sat-
isfaction and service quality. Consequently, hotel management
is urged to adopt effective approaches and policies that guaran-
tee a working environment that effectively results in satisfied
employees. Importantly, employees should be trained on how
to deliver high quality service that leads to customer satisfac-
tion and improving hotel’s performance.

– The service quality has a positive influence on customer satis-
faction (estimate = 0.84; t-value = 8.91; P-value < 0.05), sup-
porting H16. That is, service quality is a key factor that
strengthens hotel’s competitiveness. Therefore, managers
should regularly assess the service quality levels and evaluates
customer feedback and reviews regarding the offered services.
A customer relationship management system can provide great
assistance in identifying customer wants and providing services
that meet or exceed customer expectations.
– The H17, which proposes the direct relationship between
employee satisfaction and employee loyalty, is supported (esti-
mate = 0.64; t-value = 5.47; P-value < 0.05). Moreover, there is a
significant direct relationship between customer satisfaction
and customer loyalty exists, H18 is supported (estimate = 0.84;
t-value = 10.29; P-value < 0.05). This result encourages manage-
ment to maintain effective systems; such as, rewarding, train-
ing, incentives systems, that extends employees’ satisfaction
to loyalty. Doing this will surely lead to improving customer
satisfaction.

– H19 proposes that there is a significant direct relationship
between employee loyalty and customer loyalty, but the results
(estimate = �0.08; t-value = �1.53; P-value > 0.05) provide no
evidence for a significant relationship between these two fac-
tors. That is, employees’ loyalty is not the only determinant
for customer loyalty. Other factors have great influence on cus-
tomer loyalty, for example service quality.

– There is a positive effect of customer loyalty on hotel perfor-
mance (estimate = 0.80; t-value = 6.46; P-value < 0.05). Hence,
the hypothesis H110 is accepted. That is, hotels are managed
adopt effective systems that achieves customer satisfaction.
Nevertheless, the H111 which suggests that employee satisfac-
tion has a positive influence on hotel performance (esti-
mate = 0.01; t-value = 0.14; P-value > 0.05) provides
insignificant relationship between employee satisfaction and
hotel performance. Consequently, hotels management is found
deficient in adopting real system to improve employees’ satis-
faction and limited their focus on improving customer satisfac-
tion and hotel performance. Consequently, managers should
direct more efforts on improving the efficiency of their internal
systems.



Table 11
Results of SEM hypotheses.

Hypothesis Estimate t-value Decision

H11: HRM practices and service quality 0.97 4.38 Supported
H12: HRM practices and customer satisfaction 0.75 3.33 Supported
H13: HRM practices and employee satisfaction 0.98 5.44 Supported
H14: Employee satisfaction and service quality 0.99 8.92 Supported
H15: Employee satisfaction and customer satisfaction 0.82 8.43 Supported
H16: Service quality and customer satisfaction 0.84 8.91 Supported
H17: Employee satisfaction and employee loyalty 0.64 5.47 Supported
H18: Customer satisfaction and customer loyalty 0.84 10.29 Supported
H19: Employee loyalty and customer loyalty �0.08 �1.53 Rejected
H110: Customer loyalty and hotel performance 0.80 6.46 Supported
H111: Employee satisfaction and hotel performance 0.01 0.14 Rejected

Fig. 6. Estimates for the relationships between CS and El with CL.
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5. Conclusions

This research investigated the relationships between service
quality, HRM practices, employee satisfaction, employee loyalty,
customer loyalty and customer satisfaction and in investigating
their effects on Jordanian hotel performance using SEM. The main
results including: (1) HRM practices is positively related to service
quality, employee satisfaction, and customer satisfaction, (2)
employee satisfaction has a positive effect on customer satisfaction
and employee loyalty, and service quality, whereas it has insignif-
icant impact hotel performance, (3) service quality has a positive
impact on customer satisfaction, (4) customer satisfaction is posi-
tively related to customer loyalty, which is significantly affects
hotel performance, finally and (5) employee loyalty has insignifi-
cant impact on customer loyalty. This study recommends that
hotel managers should focus more on implementing efficient
HRM practices by improving works skills, providing up-to-date
training for employees, improving service quality, improving
employee satisfaction and loyalty by proper rewarding system
and encouraging teamwork, serving customers’ requirements and
exceed their expectations to increase customers’ satisfaction and
loyalty through effective customer relationship management. All
these factors will improve Jordanian hotel performance in financial
and innovation domains.
6. Managerial implications

In today’s sharp competition in Jordanian hotels industry, man-
agers should continually strengthen hotels performance by provid-
ing better service quality, enhancing employee satisfaction, and
establishing effective HRM practices. The findings of this research
indicate that enhancing customer satisfaction can be achieved
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through improving perceived service quality. In order to meet or
exceed tourist expectations, managers should continually enhance
their service quality by focusing great attention on tangibles, reli-
ability, responsiveness, empathy, and assurance. Moreover, HRM
practices are found positively related with customer satisfaction.
This indicates that human resources managers should strengthen
HRM practices mainly in recruitment and employee selection,
manpower planning, job design, and training and development.
Finally, employee satisfaction plays a significant role in improving
customer satisfaction. Consequently, employees should be consid-
ered valuable assets in hotels industry. To achieve employee satis-
faction, managers should provide working conditions, encourage
teamwork and cooperation, establish relationship with supervisor,
and develop effective recognition and rewards system. Employee
satisfaction enhances employees’ sense of belonging to their hotel
and hence they become committed to achieve hotels’ goals. This
leads to better service quality and higher level of customer satis-
faction. Typically, customer satisfaction leads to customer loyalty
represented by attitude and behavior loyalty. On the other hand,
staff participation in setting hotels’ goals and procedure through
quality circles and by effective pay system can significantly
improve hotel performance.
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