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As human resources are pertinent to service organisations and small and medium 

firms to gain competitive advantage and for long term survival, a deeper 

understanding of human resource practices of small and medium-sized 

accommodation is vital. The paper reports qualitative empirical evidence on the key 

functional human resource issues influencing small and medium-sized 

accommodation businesses in Sabah, Malaysia and presents the human resource 

systems and practices.  A total of 26 in-depth interviews were conducted with small 

and medium-sized accommodation firms in Sabah, and findings revealed that 

managing human resource has become a critical issue and a challenging task for 

the small firms, especially in the recruitment, training and retention of staff.  

Staffing, compensation, training and compensation, being the main human resource 

functional areas, are perceived to be vital and affect firm effectiveness and growth.  

The study also revealed that different emphases is given on human resource 

practices in small and medium-sized accommodation firms. The finding is useful for 

the Ministry of Human Resources to improve the management of human resource 

and for policy-making on recruiting, training and compensation. It also serves as a 

useful framework to explain and guide the management of human resource, and 

opens an avenue for future research to validate the proposed framework.  
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Introduction  

 
Small and medium-sized enterprises (“SMEs”) in Malaysia are found within the services, 
primary agriculture and ICT sectors. These SMEs comprise more than 90% of the total 
number of businesses in Malaysia (SMIDEC 2006). Accommodation is one component in the 
SME service sector and tourism industry in Malaysia (Bank Negara Malaysia 2005, 2006; 
Goeldner and Ritchie 2006). Indeed, small and medium-sized firms form the largest share of 
tourist accommodation and are an important contributor to the Malaysian economy (SMIDEC 
2006). The nature of the tourism and hospitality industry is noted for being highly labour-
intensive and service-oriented. The business performance in the tourism and hospitality 
industry is strongly related to its human resource management and practices. The 
management and development of human resources is regarded as a core input resource for 
tourism and hospitality enterprises to gain their competitive edge.  The service delivery 
processes by the staff influence the service quality perception. Thus, human resource is 
critical to the success of business operations and future expansion; in other words, human 
resources are pertinent to small and medium firms to gain competitive advantage and for long 
term survival, and thus a deeper understanding of managing human resource in the small firm 
is vital.   

Effective human resource management has been well-recognised as important and is 
practised in large organisations, especially in star-rated hotel categories, to ensure the 
provision of quality services and operational efficiency.  However, only a few studies were 
found to address the management of human resources or specific functional human resources 
amongst small and medium-sized firms (Cardon and Steven 2004; Williamson 2000; 
Heneman et al 2000).  Managing human resource is often overlooked in small and medium-
sized firms due to the nature of operations which are small in size, with limited financial 
capability or lack of managerial skills (Peters 2005).  In addition, small firms differ from 
large firms in terms of operational size or scale, and the owner managers or entrepreneurs 
tend to have significant influence on enterprise growth (Gagnon et. al. 2000).  Arguably, 
managing human resource is critical to any service-oriented firm regardless of firm size. 
Simply, human resource is the key to service delivery and service production.  As pointed out 
by Go et. al. (1996, p. 2), “the quality of an organisation’s service delivery hinges in part 
upon its people”. Evidently, the competitive success of any tourism and hospitality firm 
depends largely on its capacity to deliver high quality, value-added services which are highly 
dependent upon the performance of the respective employees within the firm.  The functional 
issues of human resource - especially that of recruitment, reward and motivation - are 
important to any service provision firms. Simply, human resource practices and decisions 
impact significantly upon the firm’s success. Ironically, “human resource management has 
traditionally been a weak link in the tourism and hospitality industry” (Go et. al. 1996, p. 2).  
Predominantly, human resource studies in tourism and hospitality management tend to focus 
on human resource requirements and employment impact studies (Elkin and Roberts 1994). 
These studies provide useful information for obtaining financial aid from government 
agencies and for gaining support from local parties for tourism development.  

Review of literature shows a lack of theory and empirical data in the attempt to 
understand how small and medium-sized firms manage their human resource from the 
viewpoint of recruitment, reward and training and development (Cardon and Steven 2004).  
Research on human resource management in small and medium-sized firms is predominantly 
a replicate of mainstream human resource research (Lucas and Deery 2004).  A series of 
challenges faced by the hospitality and tourism industry in building up competitive advantage 
through human resource, including recruitment, retention, training and management, has been 
documented by Go et. al. (1996).  It is likely that management of human resource in small 
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and medium-sized firms may pose challenges distinct from those of large firms. Simply, it is 
noted that not all entrepreneurial or small firms are the same; they may be different in size 
and the firm’s life cycle stage may pose different challenges in terms of human resource 
(Cardon and Steven 2004).  In the same vein, small and family-owned and operated 
businesses depend largely on “management by intuition” or “feeling without awareness of the 
potential benefits of formal training; inadequate training becomes a factor hindering the best 
efforts of small firms to provide high quality valued-added services” (Go et. al. 1996,  p. 5).   

The increase in tourist arrivals in Sabah over the last few years has brought about a 
pressing demand for hotel accommodation. This has stimulated the rapid growth of small and 
medium-sized accommodation in Sabah as shown in Table 1 below. As the supply of small 
and medium-sized accommodation units increases, the demand for labour force in the sector 
also increases; subsequently managing human resource becomes a challenging task for small 
firms especially in terms of staff recruitment, training and retention.   
 

Table 1 Small and Medium-Sized Accommodation in Sabah from 2005 until 2007 
 

Year 2005 2006 2007 

Number of small and medium-sized 
accommodation   

 
279 

 
287 

 
294 

Source: Sabah Tourism Board, 2008 
 

A study by Chan (2008) indicates that the small and medium-sized accommodation 
operators in Sabah are family-owned and tend to depend on family labour just like any other 
SME (Turner 2003).  Limited financial/capital and managerial factors can contribute to 
business failure (Chan 2008), for example, the lack of trained and skilled human resources in 
ICT has become a major factor influencing the growth of small and medium-sized firms 
(Chan 2008). Small and medium-sized accommodation operators who are entrepreneurs or 
owners tend to manage every functional part of their businesses.  The majority of these 
operators do not have proper qualification and relevant training; they possess limited 
experience in the accommodation business (Chan 2008). Their business structure is often 
small in size and family members are commonly extensively involved as an alternative labour 
force. The working conditions and environment may not be attractive to employees seeking 
career progression and promotion opportunities (Peters 2005). The lack of proper human 
resource management in the tourism and hospitality sectors has led to the leaving of 
employees due to low pay and lack of career promotion, especially within small and medium-
sized firms (Peters 2005).  Heneman et. al. (2000) also supported the need to further 
investigate human resource issues faced by SMEs. Thus, it is vital to examine how these 
small and medium-sized accommodation operators recruit/hire, train, motivate and reward 
their individual staff. The ability of these small and medium firms to recruit and retain 
competent labour force may pose a challenge to the success of their business operations.  
More importantly, it is vital to understand how human resource practices and issues impact 
the firms’ long term operations and success. 

Based on the above limited understanding of human resource issues within the small 
and medium firms, especially in the accommodation sector, and in consideration the latter’s 
importance in the economic development of Malaysia, this paper aims to provide an insight 
into the key functional areas of human resource management as practised by small firms.  
The proposed functional human resource framework serves to provide an explanation of 
managing human resource within this context, from a management perspective. 
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Research Objectives  
 
The objectives of this paper are: a) to explore the key functional areas of human resource 
being practised amongst the small and medium-sized accommodation operators; and b) to 
propose a functional human resource framework for small and medium firms in the 
accommodation sector.  Specifically, the paper seeks to address the extent of the functional 
human resource framework to be used in explaining the human resource practices of small 
and medium-sized accommodation firms. The basic functions performed by human resource 
professionals in the hospitality industry include recruitment and selection, compensation and 
benefits, training and development, performance appraisal, labour relations, employee 
relations as well as the development of personnel polices and procedures. Besides performing 
these functions, the human resource department also formulates effective policies into a 
policy manual which addresses operational needs and requirements and serves as important 
guidelines for resource decisions (Jerris 1999). The study adopts the conceptual framework of 
human resource management and practices in entrepreneurial organisations developed by 
Cardon and Steven (2004, p. 298), as shown in Figure 1 below. There are six functional areas 
of the human resource framework, namely, staffing, compensation, training and development, 
performance management, organisational change and labour relations. Accordingly, each of 
these functions may become an organisational challenge and subsequently influence 
organisational effectiveness.   However, it is unclear as to what extent these human resource 
systems and practices can be applied to small and medium firms in the accommodation sector 
in Sabah. 

 

Figure 1 Conceptual overview of literature review on human resource  
management and entrepreneurship (Cardon and Steven 2004, p. 298). 
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Definition of Small and Medium-Sized Accommodation Enterprise   
 
Accommodation is one component in the SME service sector and tourism industry in 
Malaysia (Bank Negara Malaysia 2005, 2006; Goeldner and Ritchie 2006). Literature review 
shows no universally accepted definition of the term 'SME' (Mohd Asri 1999) nor of 'SMSA' 
(Culkin and Smith 2000; Morrison and Conway 2007; Morrison and Thomas 1999). It is 
noted that different parameters are used to define SMEs in different industries and sectors. 
The common parameters are number of employees, value of capital investment and turnover 
(Bank Negara Malaysia 2005; United Nations Economic Commission for Europe 2003). In 
Malaysia, the classification of SME in the service sector is based on number of employees or 
annual sales turnover. Elsewhere, Buhalis and Main (1998) defined small and medium-sized 
hotel organisations (SMHOs) as enterprises offering fewer than 50 rooms and employing 
fewer than 10 people. Ingram et. al. (2000) stated that a small hotel can be defined as one 
with up to 50 rooms, a medium-sized hotel as one with 51–100 rooms and a large hotel as 
one with more than 100 rooms. Generally, SMSA can be categorised under bed and breakfast 
accommodation, backpacker lodges and budget hotels. There is no specific definition for 
SMSA in Malaysia. The criteria used to define SMSA in Malaysia include ownership, price, 
number of rooms and number of employees, as presented in Table 2 below (Chan 2008).  

 
Table 2 Characteristics of Small and Medium-Sized Hotels in Malaysia 

 

Characteristic  

Ownership Family-owned and operated  

Room rates RM20–RM100 

Number of rooms 10 or more 

Number of employees 1- 20   

Source: Ministry of Tourism Malaysia (2001)  
 

 

Human Resource Management in Entrepreneurial Organisations:  

Key Issues and Challenges   
 
Previous studies documented the lack of formal human resource policies or system in small 
and medium firms as compared to large firms, and the different problems faced by small and 
medium firms with regard to the management of human resource (Markman and Baron 
2003). Literature also documents that most small firms do not have a formal human resource 
department (Cardon and Steve 2004); yet human resource is perceived as critical to the 
growth and expansion of the said firms.  Some small firms have limited human resource 
polices and these policies tend to neglect the employees’ notion of fairness (Aldrich and Von 
Gilinow 1992).  In terms of hiring key personnel, small firms tend to emphasise significantly 
on top and bottom organisational staffing, but ignore middle management staffing (Baker and 
Aldrich 1994). The recruitment method used by small firms is mainly “convenient, 
inexpensive and controllable by themselves”, for example involving the use of direct 
applicants, personal and employee referrals and, to some extent newspaper advertisements. 
(Heneman and Berkley 1999). It was also found that employees at the workplace perform 
multi-skilled tasks with unclear job specifications (May 1997).  Although recruitment and 
selection is a challenging task for small firms and is well acknowledged in literature, it was 
suggested that small firms may adopt recruitment practices that reflect industry norms 
(Williamson et. al. 2000), such as the use of newspaper advertisements and the publishing of 
well-defined job positions, which may increase the success of recruitment efforts. Others 
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suggested that small firms can recruit necessary skills through temporary workers (Cardon 
2003). In short, small firms need to adopt selection practices as a strategic choice to achieve 
desired outcomes (Heneman and Berkley 1999). Other researchers also suggested that a 
combination of strategic thinking and “gut feel” may seem as best practices for small firms in 
relation to recruitment and selection practices (Desphande and Golhar 1994). On the other 
hand, Williamson (2000) proposed a strategic model of recruitment for small businesses with 
an emphasis on gaining legitimacy and firm character.     

Elsewhere, there has been extensive study into the human resource of large companies 
and comparison work between large and small firms with regards to the functional areas of 
human resource.  Amongst the human resource functions, recruiting and staffing is regarded 
as one of the most researched areas, followed by compensation, training and performance 
management. Simply, recruitment and staffing is the key component of overall effective 
management of a firm’s human resource (Heneman and Berkley 1999).  Nevertheless, 
recruitment and selection are deemed problematic for most small firms (Gupta and 
Tannebaum 1989) as small firms often suffer from limitations in financial and material 
resources (Hannan and Freeman 1984) and possess fewer employee selection choices as 
compared to large firms. Other researchers also indicated the possibility that new and small 
firms may find greater difficulty in recruiting staff (Williamson et al. 2002).  

Review of literature on human resource in small firms tend to focus on staffing, 
compensation and reward issues - which is consistent with identified key issues in human 
resource.  In brief, compensation involves a series of decisions which a firm makes in relation 
to the payment of its staff. It includes pay levels, pay mixes, pay structure and pay raises. In 
general, small firms practice a simple pay structure and use pay mix as the main 
compensation method.    Compensation is vital as it significantly affects the recruitment and 
retention of employees in small firms.  Without proper compensation, small firms may face 
difficulty in recruiting and retaining critical skills or knowledge for their business operations. 
Likewise, the compensation practice in small firms may be different from that of large firms, 
as these small firms tend to have lower survival rates and short life cycles (Katz et. al. 2000). 
Similarly, pay structure and benefits differ between small and large firms. Generally, small 
firms tend to have flat organisational structures with few levels of management, rewards do 
not correspond with the status difference among employees and pay raises are limited (Balkin 
and Logan 1988). With regards to incentives and benefits, Balkin and Logan (1988) argue 
that education benefits are relevant to small firms. This is because employees in small firms 
suffer gaps in relevant education due to their changing roles within the organisation and 
changing organisational and market conditions, thus the provision of an education fund in 
terms of tuition fees or traveling for education purposes form a relevant meaningful benefit. 
Nevertheless, it is unclear if small firms practise a systematic and rational approach to 
compensation as outlined in traditional human resource practices.         

It is postulated that training is regarded as an important component of human resource 
management due to the changing roles and responsibilities in small firms, as well as 
multitasking and role transitions.  It argues that training and development becomes a 
necessity and is crucial to the success of employees and the business.  Generally, sources of 
formal training are limited for small firms and they tend to depend on in-house training or 
those given by relevant trade associations. Most of the training in small firms is carried out in 
an unstructured manner via informal job instruction (Chao 1997) and highly interactive 
hands-on learning (Rollag 2002). Clearly, employee development and advancement in terms 
of skills are perceived to be important to small firms, and this can be done through 
educational assistance programmes as pointed out by Banks et. al. (1987).  The cost of 
training programmes and time spent away from the workplace are important considerations 
for small firms to determine the training opportunities to be provided to workers, as money 
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and worker time are key barriers (Banks et. al. 1987).  In addition, the issue of training and 
retaining qualified local employees within the tourism and hospitality industry become a key 
issue due to the tight labour market as pointed by Jerris (1999).  The lack of qualified workers 
may pose a threat to the growth and expansion of small businesses and survival of the said 
businesses in the long term (Mehta 1996).   

 

Research Method  
 

The paper describes an exploratory qualitative research. An inductive approach was adopted 
to address the research objectives as there was a lack of empirical data on functional human 
resource within small firms in an accommodation context. Furthermore, the qualitative 
approach is able to generate a deeper understanding and provides insight into how 
respondents think and feel, and the reasons for those thoughts and feelings through their own 
voices (Walsh 2003). This approach provides an opportunity to collect more in-depth data 
than quantitative methods such as survey questionnaires.  

Interviews are commonly used in qualitative research as an effective and powerful 
method of collecting data. They allow the researcher to interact individually with the small 
and medium- sized accommodation operators, hence giving the opportunity to ask for 
clarification if an answer is vague, or to provide clarification if a question is unclear. In 
addition, in-depth interviewing allows the respondents’ voices to be heard and thus collects 
more authentic and reliable responses than survey questionnaires. The study used a purposive 
sampling technique based on the sample population listed by the Sabah Tourism Board and 
the Malaysia Tourism Board. Interview appointments were scheduled via phone calls and 
follow-up letters with individual operators at their respective establishments. The sample 
respondents were small and medium- sized operators located in five districts of Sabah, 
Malaysia: Kota Kinabalu, Sandakan, Ranau, Tawau and Kudat. In-depth interviewing using 
structured open-ended questions was adopted to understand the human resource practices and 
key issues faced in managing human resource, including recruitment, staff training and 
incentives, as well as key factors affecting business performance. The interviews were 
conducted using tape recordings and lasted an average of 30–45 minutes. Given the 
qualitative nature of the interviews, there was no predetermined sample size; the interviews 
continued until the level of information and theoretical insights reached saturation (no new 
information emerged from the responses). Data collection stopped after 26 interviews since 
there was no new insight from the responses. Data (on-site cross-sectional) were collected 
over a 4-month period from July–October 2007. Each interview was preceded by an 
introduction to explain salient details about the interviewer and the research project, to clarify 
the interviewee's role and importance in the research, to explain what was required of him/her 
in the interview as well as his/her right to withdraw from the interview. All of the 
respondents were very participative and open, as the researcher had clearly explained the 
aims of the research and properly addressed them by name to establish close rapport. 
Furthermore, the respondents were told that the information gathered was to be used for 
academic purposes; the findings would serve as useful information and present an avenue for 
further research on the management of human resource in small and medium-sized 
accommodation businesses.  
 

Data Analysis    
 
A total of 26 in-depth interview transcripts were analysed using a qualitative-
phenomenological approach which was data and conceptually driven. Coding was mostly 
based on a single phrase or significant meaningful statement that generated themes related to 
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the research objectives, namely the key issues and challenges faced in managing human 
resource in small and medium-sized accommodation firms. Key themes and patterns emerged 
from the coding process. The interview responses were read and re-read, and analysed by 
identifying the key themes and variables relating to the descriptive themes—key functional 
areas of human resource and challenges faced in human resource management. These key 
functional areas were categorized based on the human resource systems and practices of 
Cardon and Steven (2004). These key functional areas of human resource identified from the 
data were grounded in respondents' own descriptions; this is consistent with inductive 
analysis. Thus, it enhances the reliability and validity of the research.  

 

Findings and Discussion    
 
The findings show that thirty three percent of the small firms employ less than five 
permanent staff, a further thirty three percent employ more than 10 permanent staff whilst 
five percent employ between 5-10 staff.  This shows that small firms within the 
accommodation sector are indeed small in operations and thus tend to hire a small number of 
staff.  However, most of the small firms agreed that the trend of employment and staff 
requirements have changed over the years. The empirical evidence reveals that there is an 
increase in demand for labour force within the small and medium-sized accommodation 
sector due to the rapidly increasing supply of small and medium-sized accommodation units 
in Sabah over the last few years.  Most respondents acknowledge the difficulty in recruitment 
due to the shortage of labour supply in the accommodation sector.  They have to compete 
against other small firms as well as large hotels in Sabah for well-trained labour force. 
Although it is expected that additional employees are needed as the small firms or sector 
continue to grow and expand, most of the respondents do not possess strategic thinking or 
utilise a strategic model of recruitment to achieve sufficient staffing in the years ahead. 
Simply, most of the respondents felt that their business operations were small and did not 
require a large number of employees. Furthermore, most of their businesses were family-run 
or owned and thus help could be sought from their family members on a temporary basis. As 
pointed out by one of the respondents: “even if we can’t find the staff, I can always look for 
my family members to help out temporarily (Respondent No. 3). Nevertheless, some small 
firms practise selection based on “gut feel”, or based on college or university internships, as 
pointed out by Respondents No. 8 and 12:  “in the past two years, I have been using 
internship students from colleges and universities as temporary workers…then I hired two of 

them as permanent staff”.  

 

Key Functional Areas of Human Resource Practices: Recruitment, Training and 

Incentives  
 
The findings reveal that most of the small and medium firms have limited knowledge and 
skills in practising human resource management. There is no specific human resource 
department found among the small and medium firms within the accommodation sector. 
Subsequently, many of the small and medium firms do not have proper human resource 
policies in place.  With regards to the key functional areas of human resources, the findings 
reveal that small and medium firms practise only three key functional areas of human 
resource management, namely – recruitment, training and incentives.  A significant number 
of small firms highlight the importance of these three functional areas as these relate to and 
affect their respective business operations.  
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Staff Recruitment  
 
Empirical evidence reveals a range of recruitment methods used by small and medium firms, 
as presented in Table 3 below. The methods used include word-of-mouth and informal 
referrals via staff or friends as the most widely used method, followed by newspaper 
advertisements and the use of recruitment agencies. Surprisingly, a few small firms use 
internet as a recruitment method.  
 

Table 3 Recruitment Methods by Small and Medium-Sized Accommodation 
 

Recruitment 

method  

Quotes from respondents   

Word-of-mouth/ 
informal referral 
(friends/staff) 

Word-of-mouth or referral from staff are the best ways to search for 

staff….(Respondents No. 2, 5) 

Referral from friends since I have many friends and contacts to hire 

staff…. (Respondents No. 8,21, 3) 

I have been using word-of-mouth and referrals from my 

staff…(Respondents No. 9, 13, 19, 22)    

Newspaper 
advertisements  

I prefer newspaper advertisement, it is quite effective for 

me…(Respondents No. 1, 24, 26) 

Our firm chose to use newspaper advertisement so that we can 

easily reach those who are looking for the job. (Respondents No. 4, 

6)    

Recruitment agencies Our hotel just opened a few months ago and I recruit staff via 

recruitment agency in town, it is a bit costly but I got good staff. 

(Respondents No. 7,14) 

Occasionally, I use recruitment agencies since they have ready 

applicants; it is convenient but a bit costly! (Respondent No. 15)  

Hotel website 
/Internet  

We are quite advanced in ICT and we take advantage of our hotel 

website to publish job vacancies; we managed to hire the relevant 

staff. Internet can be an effective recruitment method! (Respondent 

No. 25) 

I have attempted to recruit staff via the internet..and it was fruitful… 

there were five applicants who came for interviews and I have hired 

one of them. (Respondent No. 27)     

 
Indeed, the recruitment methods used by small and medium firms correspond well 

with that of previous studies, for example, the use of informal referrals and newspaper 
advertisements were also found in studies done by Heneman and Berkley (1991).  The use of 
word-of-mouth as a recruitment method is deemed as cost-saving and has been recognised as 
an important method for small businesses to hire staff in the United Kingdom. Likewise, the 
nature of the business structure and size of operations have dictated the choice of recruitment 
method of the small and medium firms in the accommodation sector, namely methods that 
are “convenient, inexpensive and controllable by themselves” - as pointed out in literature.  In 
addition, most of the respondents indicated that staffs hired were expected to multitask - just 
like any other small accommodation business.  Most of their staffs were briefed on their main 
responsibilities, but from time to time they were expected to perform other duties outside 
their normal scope of work, such as performing the duties of other staff while they were on 
leave, in the areas of housekeeping, reception or breakfast preparation. It is expected that 
additional employees are needed as the firms continue to grow and expand.  In terms of 
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recruitment, the small and medium firms may opt for a strategic model of recruitment for 
small businesses by Williamson (2000) that places emphasis on gaining legitimacy and firm 
character.  
           

Staff Training  
 
Generally, less training takes place within small firms. Simply, training is a costly and time-
consuming affair to most of the small and medium firms in Sabah.  Most of the small firms 
are reluctant to provide staff training - especially the formal kind.  Nevertheless, small and 
medium firms agreed that some informal training relating to basic business operations are 
necessary. The empirical evidence indicates that small firms practise staff training in the 
important areas, namely housekeeping, interpersonal skills, language skills and the 
Occupational Safety and Health Act 1994 (OSHA), as presented in Table 4 below. Such 
training is related to the basic operational skills needed for business operations. 
Housekeeping training is also practised by every small and medium firm, followed by that of 
interpersonal skills (customer services, communication) and language skills (English).  
OSHA training is a government requirement, and all small and medium-sized 
accommodation operators (innkeepers) are bound to ensure that the guests, employees and 
anyone on their premise are safe from any injury or accident as part of the ir duty imposed 
under section 15 of the OSHA.  The importance of OSHA is undeniable as the 
accommodation operator is under duty to provide a trouble-free work environment.  All the 
above training are related to areas that affect business operations.  The scope of training is 
limited; this reflects the nature of business (small scale). The type of staff training 
corresponds well with a study in New Zealand by Page (1994) who highlighted similar key 
areas of training for small firms in the accommodation sector.  
 

Table 4 Key Areas in Staff Training by Small and Medium-Sized Accommodation 
 

Type of Training No. of  Respondents 

Housekeeping 26 

Interpersonal Skills 25 

Language Skill 20 

OSHA 26 

 
In terms of staff training frequency, about fifty percent of the small firms conduct 

training 2-5 times annually, thirty percent conduct training more than five times annually, and 
twenty percent conduct training less than 2 times annually. In general, small firms recognise 
the importance of staff training but the cost of training programmes and time spent away 
from the workplace are key barriers to staff training amongst most small firms in the 
accommodation sector in Sabah; this was also pointed out by Banks et. al. (1987).  This 
finding is reflected in the respondents’ quotes: “we can’t afford to send our staff for training, 
it involves cost and time…and we have limited number of staff at work!” (Respondents No. 2, 
6, 8); or “cost is a barrier for me to send my staff for training  ...” (Respondent No. 20); “we 
don’t have the financial capability and time in terms of staff training” (Respondent No. 18); 
“I realise the importance of staff training, but cost and time made me think twice!” 
(Respondent No. 15).        

Most the respondents agreed that staff training is necessary in order to enhance staff 
performance and business operations especially that related to skill and knowledge 
acquisition and personal development. The findings show that staff training in small firms 
within the accommodation sector is commonly carried out in an unstructured and informal 
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manner based on job instruction as documented in literature by Chao (1997).  Most of the 
training are hands-on and are conducted by internal staff; as reflected in some of the 
respondents’ quotes: “we conduct informal training at the workplace … training is related to 

housekeeping, some basic communication skills and safety issues” (Respondents No. 2, 4); 
“staff training is related to basic operational skills – room cleaning, safety issues and the 

English language as these are basic requirements for our business operations” (Respondent 
No. 19).   Such informal training saves time and cost for firms. It was found that very little 
formal training took place within the small firms. Simply put, most of the firms do not 
perceive the necessity for formal training. Likewise, the majority of respondents pointed out 
the importance of employee development and advancement in terms of skills and knowledge, 
but were not able to provide funding for this type of training. Furthermore, there were limited 
career and promotion opportunities for staff due to the small size of business operations, as 
noted from a respondent’s quote: “I think staff training is important, but as operations are 
small, there are limited career and promotion opportunities, thus I am reluctant to offer staff 

training related to personal development or for career advancement, and worst still, he or 

she may leave after the training!” (Respondent No. 11). 
 

Staff Incentives and Benefits   
 
The findings show that besides basic monthly pay, the majority of small and medium-sized 
firms within the accommodation sector also provide incentives and benefits to staff. Common 
incentives are incentive trips and incentives based on service points earned whilst benefits 
include medical benefits and monthly employee pension fund contributions received from the 
firms. These benefits are line with the Ministry of Human Resources requirement, as 
reflected in a respondent’s quote: “provision of staff benefits are based on the government 
regulations – medical leave, annual leave and pension fund contributions” (Respondent No. 
3). According to most of the respondents, incentive trips and service points will motivate the 
staff to work harder and deliver quality service to guests. This is reflected in the quotes: “in 
order for us to motivate our staff, I have come up with service points and also local 

(incentive) trips to be given to the best staff every year” (Respondent No. 12); “staff are 
given service points in accordance with their duration of employment and special trips after 3 

years of service“ (Respondent No. 15).  Due to the small size of business operations and 
limited financial capability, most of the small and medium-sized firms are not able to provide 
other types of incentives or benefits on par with other large firms in the accommodation 
sector. The limited incentives, benefits and promotion opportunities have led to high labour 
turnover and low staff retention. Subsequently, this has significantly affected the delivery of 
quality services within the small and medium firms. 
 

Conclusions, Contributions and Limitations   
 

This paper contributes to the understanding of human resource practices with regards to its 
key functional areas within the small and medium firms in the accommodation sector in 
Sabah, Malaysia. It adds on to the existing literature on the human resource issues and 
practices in the accommodation context. The proposed functional framework on human 
resource management provides an insight into human resource practices.  The paper also 
points out the limited scope of and focus given to the human resource management system 
and practices by small and medium-sized accommodation firms as compared to large 
companies. The small and medium-sized firms within the accommodation sector do not 
implement formalised human resource systems and practices, and it seems that limited key 
functional areas of human resources – only three areas, namely recruitment, training and 
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incentives - are deemed necessary and currently practised. These findings have implications 
in terms of future growth or expansion of the small and medium-sized firms, which are 
important contributors to the Malaysian economy (SMIDEC 2006). As pointed out by 
previous researchers, "it is human resource that paradoxically spell success or failure for all 
firms, and especially entrepreneurial ones” (Katz et. al 2000, p.7). This implies that the 
existing human resource practices by small and medium firms may have a negative influence 
on their growth and expansion. Indeed, both financial and human resource issues are regarded 
as key barriers to many small and medium-sized firms for continued growth or survival.  

Likewise, these findings may have considerable significance for the Ministry of 
Human Resources in Malaysia in terms of assisting and improving the management of human 
resource by small and medium-sized accommodation businesses. To enhance the 
management of human resource and to counter challenges faced by small and medium firms, 
it is important that the firms equip themselves with knowledge and skills in human resource 
management and attempt to semi–formalise the human resource system. It is suggested that 
assistance could be sought from the accommodation or trade associations for formal staff 
training. Likewise, the Ministry of Human Resources could play a vital role by providing 
personal and career development for staff working in small firms; this would not only help in 
improving the service quality but also ensure the continuous development of competent 
human capital within the small and medium firms. The issues of staff retention and 
promotion are critical to the growth and expansion for most small and medium firms, thus 
they need to be properly addressed.  Further research into the said issues may be required. In 
addition, perhaps special incentives should be given to small and medium firms by the 
government sector to motivate them to enhance their practices by employing a more 
formalised human resource management. Subsequently this may help to alleviate the 
challenges faced by small and medium firms in managing their human resource. 

The limitations of this paper lie in the use of sample respondents, which comprised 
accommodation operators from four subcategories within the SMSA – budget hotels, bed and 
breakfast establishments, travel lodges and seaside resorts. Key functional areas of human 
resource and practices may differ according to the type and size of operations, and according 
to the respective owner/operators in each category as well as their difference education levels. 
This implies that the practices of human resource system may vary according to each 
subcategory of small and medium firms.  Location may also be a factor. The nature of this 
paper, being an exploratory quality study, also limits the generalisation of the practices of 
human resource and system as well as human resource framework by small and medium-
sized accommodation businesses. Thus, there is an avenue for future research whereby the 
proposed framework can be validated through the use of quantitative research or the mixed 
method approach in order to achieve generalisable findings.  
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