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MANAGERS’ PERCEPTION OF MARKET COMPETITION, 

TRANSFORMATIONAL LEADERSHIP, USE OF MAS INFORMATION AND 

PERFORMANCE: A CROSS-CULTURAL STUDY IN HOTELS  

 

ABSTRACT 

 

Increasing market competition, globalisation, technological advancements and 

customers’ awareness of service quality has contributed to environmental uncertainty 

within the hotel industry (Atkinson & Brander Brown, 2001; Brander Brown & 

Atkinson, 2001; Harris & Mongiello, 2001; Sanchez, 1997).  Several researchers argue 

that managers’ perceived uncertainty can be better managed if the general manager 

practises a transformational leadership style (i.e., the superior shares the organisational 

vision with subordinates and genuinely motivates them) (Hinkin & Tracey, 1994; 

Lockwood & Jones, 1989; Tracey & Hinkin, 1996; Zetie, Sparrow, Woodfield & 

Kilmartin, 1994; Zohar, 1994).  Furthermore, the use of broad scope MAS (management 

accounting systems) information helps to reduce uncertainty and complexity, thereby 

improving decision-making (Biema & Greenwald, 1997; Chen, 1996; Chenhall & 

Morris, 1986; Gordon & Narayanan, 1984; Mia & Clarke, 1999; Sanchez, 1997). 

This study examined the relationship between hotel department managers’ 

perception of the intensity of market competition, their general manager’s (i.e., the 

superior’s) transformational leadership style and the use of broad scope MAS 

information, and its effect on departmental performance (i.e., financial, non-financial 

and overall change in performance).  In addition, this study investigated the moderating 

effect of national culture on the above relationship using Hofstede’s (1980) theoretical 

framework including power distance and individualism dimensions, and undertaking the 

study in the Australian and Indian hotel industry.   

A cross-sectional design was used to present a snapshot of the relationship 

mentioned in the previous paragraph.  In particular, two research methods-a self-
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administered postal survey questionnaire and face-to-face interviews-were used to 

improve the generalisation of the results.  In total, 82 four and five star hotels (66 hotels 

in Australia and the remaining 16 in India) with more than 160 bedrooms returned 

completed and usable questionnaires.  From each of the hotels and resorts, food and 

beverage as well as the room’s department managers participated in the study.  The data 

was gathered with the help of well-established instruments that were adapted for the 

hotel environment.  For example, Gupta and Govindrajan’s (1984) departmental 

performance scale; Khandwalla’s (1972) market competition scale; Bass and Avolio’s 

(1997) MLQ-5X transformational leadership scale; Chenhall and Morris’s (1986) broad 

scope MAS information scale and Hofstede’s (1980) national culture scale.  In addition, 

major issues covered in the survey questionnaire were further discussed in face-to-face 

interviews with selected hotel department managers.  While the quantitative data was 

analysed using standard descriptive statistics as well as inferential statistics (i.e., t-test 

and hierarchical multiple regression techniques), qualitative data was analysed using 

summary tables.   

The quantitative and qualitative analysis resulting from the survey questionnaire 

and face-to-face interviews with hotel department managers provided support for the 

two sets of findings.  Firstly, the basic performance model revealed a significant and 

positive three-way interaction between market competition, transformational leadership 

style, broad scope MAS information use and departmental performance consisting of 

financial performance, overall change in departmental performance as well as change in 

departmental revenue in the past two years prior to the study.  Further analysis 

confirmed that improvement in departmental performance was apparent when general 

managers practised high, rather than low transformational leadership style, with no 

change in the level of market competition and broad scope MAS information use.  

While a significant and positive direct effect of transformational leadership and broad 
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scope MAS information use on departmental performance was evident, a significant and 

negative direct effect of market competition on departmental performance was also 

found.    

Secondly, Australian and Indian department managers exhibited, a significant 

difference in national culture, transformational leadership, market competition and 

MAS use, but no significant difference in departmental performance was evident.  The 

moderating effect of national culture on the basic performance model showed that in 

India, culture had no effect on the three-way interaction.  However, in Australia, a 

significant and positive three-way interaction was only evident for overall changes in 

departmental revenue.  Perhaps this long-term favourable outcome in Australia is due to 

the high transformational leadership style of hotel general managers, department 

managers’ perception of high market competition and their increased use of broad scope 

MAS information.    

The theoretical and managerial implications of the study’s results, limitations 

and future research directions are also discussed in the thesis. 
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CHAPTER 1.0  -   INTRODUCTION 
 

1.1 Introduction 

Today, more than ever, businesses are affected by uncertainty caused by 

increasing competition, changing technology and heightened customer awareness of 

quality (Atkinson & Brander Brown, 2001; Brander Brown & Atkinson, 2001; Harris & 

Mongiello, 2001; Sanchez, 1997).  To reduce uncertainty in the competitive 

environment, managers are required to use comprehensive information of both financial 

and non-financial nature from internal and external sources (Biema & Greenwald, 1997; 

Chen, 1996; Chenhall & Morris, 1986; Gordon & Narayanan, 1984; Mia & Clarke, 

1999; Sanchez, 1997).   

Harris and Brander Brown (1998) point out that despite the competitive 

environment, hotel managers have a tendency to favour budgets for controlling and 

evaluating performance.  In addition, the use of a non-participative style of leadership is 

fairly common among hotel managers (Hinkin & Tracey, 1994; Tracey & Hinkin, 

1996).  While budgetary control systems and a non-participative style of leadership in a 

stable environment have served its purpose, its continual use in the current competitive 

environment is questionable.  This is because the use of budgetary control systems and a 

non-participative style of leadership focuses managers’ attention onto historical events, 

and ignores the development of innovative and creative products, services and processes 

(Kaplan & Atkinson, 1998).  As such, hotel general managers are required to adopt an 

appropriate leadership style that encourages the participation of subordinates and allows 

them to make use of a comprehensive set of information for making sound decisions 

(Zetie, Sparrow, Woodfield & Kilmartin, 1994).  Research indicates that particularly in 

people-oriented industries such as four and five star hotels, general managers’ on-going 

reliance on a non-participative style of leadership can cause subordinate managers to 
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develop lower job satisfaction and less organisational commitment, which in turn can 

lead to poor quality customer service, and declining performance (Lockwood & Jones, 

1989; Zohar, 1994).   

Over the years, researchers have examined the main effects and the interactive 

effects of management styles, organisational structures and management control 

systems on performance in the manufacturing industries in single and dissimilar cultures 

(Brownell, 1983; Chong, 1996; Gul, 1991; Gul & Chia, 1994; Mia & Chenhall, 1994; 

Mia & Clarke, 1999; O’Connor, 1995).  However, a similar level of research evidence is 

lacking in the hotel industry.  The next section examines the research related to 

management control systems in the hotel industry with a view to identifying its 

weaknesses and thus, makes a case for this study’s significance.  An extensive literature 

search shows that management accounting systems (MAS) research in the hotel industry 

tends to be conceptual and descriptive in nature, and has used simple research 

methodologies.   

For example, Ferguson and Berger (1986) reviewed mainstream management 

accounting literature and discussed the relationship between budget participation, 

motivation and performance.  Jones (1998), Schmidgall and Ninemeir (1987) and 

Schmidgall, Borchgrevink and Zahl-Begnum (1996) contrasted the budgetary practices 

of hotels in the USA, Scandinavia and the UK.  Turkel (1998) presented the benefits of 

indirect cost allocation practice to a profit centre (food and beverage outlet) in a single 

hotel case study.  Brander Brown and Atkinson (2001) examined the use of various 

management accounting practices such as budgeting, activity-based costing and 

benchmarking in a single hotel case study.  Mia and Patiar (2001) investigated the 

extent to which managers make use of MAS information for performance evaluation.  

Another study of Mia and Patiar (2002) examined the combined effect of superior-

subordinate relationship and budget participation on managerial performance.  More 
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recently, Patiar and Mia (2005) assessed the gender and cultural differences between 

self-reporting and the superior’s reporting of managerial performance.   

Despite the competitive environment that exists in hotels, the extent of research 

to date has been fairly limited.  It is argued that the study of the complex relationships 

between various organisational and contingent environmental variables in the hotel 

setting would provide worthwhile results and fill gaps in the literature.  The motivation 

for the study is further strengthened by the following discussion.   

1.2 Motivation for the study 

There were four basic factors, which motivated this study.  See Figure 1.  First, 

the hotel industry is one of the largest providers of economic prosperity in developed 

and developing nations.  Second, the complexity of a hotel department manager’s job is 

augmented by the unique characteristic of hotels.  Third, it is difficult to generalise the 

results obtained from the manufacturing industry to the hotel industry.  Fourth, there is 

lack of cross-cultural research in the hotel industry in spite of international hotel chains 

opening hotels all around the world (Grover, 1987; Harris & Brander Brown, 1998; 

Jones & Lockwood, 1998; McGhan & Porter, 1997).  Thus, it is necessary to examine 

the relationship between hotel department managers’ perception of the intensity of 

market competition, their general manager’s leadership style and their use of a broad 

scope of MAS information on departmental performance in different cultural settings.   
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Figure 1-1 Motivation for the study  
 

 

 

 

 

 

1.2.1 Economic significance 

The hotel industry is becoming truly global, with several international brands of 

hotels and resorts opening in different locations around the world.  Leiper (2003), 

McIntosh and Goeldner (1990) and Tribe (1999) maintain that the demand for hotel 

services (accommodation and food and beverages) is associated with the growth in 

national and international tourism.  The recent growth in tourism around the globe is the 

result of economic, social, political and technological developments.  For instance, 

across the globe between 1990 and 2001, the number of international visitors increased 

from 457.3 million to 692.7 million (World Tourism Organisation, 2004, a, p. 37) and 

receipts increased from US$263.4 billion to US$462.2 billion (World Tourism 

Organisation, 2004, a, p. 40).  Correspondingly, the number of international visitors 

arriving in Australia increased dramatically between 1990 and 2001, from 2.2 million to 

4.8 million and receipts increased from US$4 billion to US$7.6 billion (World Tourism 

Organisation, 2004, a, p. 51).  During the same period, India also experienced an 

increase from 1.7 million to 2.5 million international visitors and receipts from US$1.5 

billion to US$3 billion (World Tourism Organisation, 2004, a, p. 56).   

An increase in international visitors’ arrivals and receipts confirms the 

importance of the hotel industry, especially in terms of its direct and flow-on effect on 
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the employment, Gross Domestic Product, taxes and in earning valuable foreign 

exchange (Lane & Dupre, 1997; World Tourism Organisation, 2004, b).  In spite of the 

tremendous economic growth in the service industries and their increasing importance, 

researchers have particularly ignored the hotel industry (Metters, King-Metters & 

Pullman, 2003).   

1.2.2 Job complexity 

A hotel department manager’s job is considered to be highly complex due to the 

high interdependence between individuals and departments, and the industry’s unique 

characteristics (Jones, 1998).  For instance, in a normal course of work, hotel 

department managers are responsible for coordinating and controlling various activities.  

On one hand, the food and beverage manager is responsible for back of the house 

operations concerning the acquisition and conversion of raw materials into finished 

products.  On the other hand, the food and beverage manager is responsible for the front 

of house operations concerning the delivery of finished products and services.  While 

the success of the back of house operations is dependent upon effective work 

scheduling, production planning and cost control, the success of the front of house is 

dependent upon efficient delivery of products and services, and managing successful 

interactions between staff and customers.  Moreover, a food and beverage manager is 

required to liaise and cooperate with the rooms department as well as various support 

departments such as finance, maintenance, marketing and human resources.  Similarly, 

the rooms department manager is responsible for the production function (managing 

preparation and service of guest rooms) and the service function (managing interaction 

between staff and customers during their stay) and for effectively communicating 

details concerning guests’ arrivals and departures, and other requirements to various 

operational and service departments.  It is apparent that there is a high level of 

interdependence between food and beverage, and rooms departments. 
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The complexity of managing hotel departments is further exacerbated by the 

hotel industry’s unique characteristics.  Harris and Brander Brown (1998) and Jones and 

Lockwood (1998) make a distinction between the characteristics of hotels and 

manufacturing businesses.  For example, four and five star hotels offer a highly 

personalised service during busy and slack periods and this fact puts considerable 

pressure on department managers to maintain the quality of products and customer 

service, and at the same time achieve efficiency gains.  Hotel products and services are 

predominantly intangible in nature and customers have little or no claim over their 

ownership; they are perishable in nature and demand fluctuates on a daily and seasonal 

basis.  For example, if a hotel room is not sold on the day, the potential for selling the 

room again is lost.  Similarly, in the food and beverage department, if restaurant seats 

are not occupied during a particular meal period, the potential for selling those seats 

again is lost.   

In contrast, the manufacturing industry’s products are tangible and have a 

considerably longer useful life.  In addition, the manufacturing industry uses advanced 

manufacturing technology to improve efficiency and quality, and its finished goods can 

be stored for sale at a later date.  In the worst-case scenario, at least the major cost 

component of materials and direct labour of manufactured goods can be recovered by 

selling at a discounted rate. 

Furthermore, during a customer’s stay at a hotel, several transactions take place, 

and the consumption of different products and services involves a relatively short cycle, 

whereas production, service and consumption take place simultaneously.  As such, a 

large number of transactions and a short processing cycle increase the chance of product 

and service failure, and restrict the use of effective management control systems.  In 

contrast, limited transactions and a longer production cycle in manufacturing businesses 
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allow managers to take corrective action in the areas of product quality and cost 

management.   

It is evident from the above explanation that, in the provision of products and 

services, hotel department managers are responsible for coordinating a relatively large 

number of activities with diverse performance objectives.  These include achieving high 

capacity utilisation of various resources, increasing sales revenue and decreasing costs 

in addition to cooperating with support functions including human resources, marketing, 

finance and maintenance services.  Indeed, such issues are critical for accomplishing 

increased customer satisfaction and profitability, and thus contributing to the 

complexity of hotel department managers’ jobs.  

1.2.3 Difficulty in generalising results 

Extensive research evidence points to a positive relationship among managers’ 

perceived environmental uncertainty, organizational structure, management accounting 

system (MAS) use and the organisational performance in the manufacturing industry 

(Biema & Greenwald 1997; Dent, 1996; Foster & Sjoblom, 1996; Kaplan & Atkinson, 

1998; Lederer & Rhee, 1995; Mia, 1993; Mia & Clarke, 1999; Rust, Zahorik & 

Keiningham, 1995).  Yet, evidence of a similar nature in the hotel industry is lacking 

(Brander Brown, 1994/1995; DeFranco, 1997; Schmidgall et al., 1996).   

For instance, Mia (1993) found that a high perceived environmental uncertainty 

in managers encouraged them to make greater use of MAS information resulting in 

improved performance.  Mia and Chenhall (1994) reported that marketing managers and 

production managers in the manufacturing industry had differing perceived 

environmental uncertainty and they used MAS information accordingly.  The results 

indicated that marketing managers’ perceived environmental uncertainty was higher 

than production managers, and that marketing managers made more extensive use of 
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MAS information to reduce high levels of uncertainty, which resulted in higher 

performance levels. 

The situation in the hotel industry is somewhat different, as food and beverage, 

and the room’s department managers are required to make continuous improvements, 

achieve a desired level of revenue, manage various costs and at the same time maintain 

high levels of customer satisfaction.  They have to closely coordinate production (i.e., 

acquisition of materials, storage and processing), marketing (i.e., products and services 

design and providing customer satisfaction), finance (i.e., pricing and control of 

resources) and distribution functions (Jones, 1998).  However, in the case of the 

manufacturing industry, managers tend to specialise in one area such as marketing or 

production.   

Metters et al., (2003) support the view that manufacturing and service industries 

tend to differ in the way they are managed due to the nature of managers’ jobs.  In 

addition, they reveal that the research conducted in one industry cannot be successfully 

applied to the other industry, because: 

“Many services have characteristics that are strongly different from 
goods.  Consequently, specialized and different managerial techniques are 
employed in services than are employed in many manufacturing firms, 
and knowledge and experience gained from studying manufacturing 
settings does not always transfer to services”  (p. 1).   

 

1.2.4 Need for cross-cultural research 

Hofstede (1980) states that individuals in different cultures are exposed to a 

wide variety of rituals and customs, values and beliefs from early childhood, and these 

are reinforced during their education and working life.  At a later stage, individuals’ life 

experiences play an important role in shaping their attitude and behaviour towards their 

seniors as well as authority in general.  Chow, Shields and Chan (1991), Harrison 

(1992), Hofstede (1991) and O’Connor (1995) point out that most management 
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information and control systems originated in western countries, and are often applied 

to eastern countries without due consideration of differences in national culture.   

While Chow et al., (1991), Harrison (1992/1993) and Perlow and Weeks (2002) 

found support for national cultural differences, Awasthi, Chow and Wu (1998), Chow, 

Kato and Shields (1994), DeCarlo and Agarwal (1999), Lau, Low and Eggleton (1997), 

Robert, Probst, Martocchio, Drasgrow and Lawler (2000) and Sinha et al. (2001) failed 

to find support for the presence of national cultural differences.  Indeed, Dann (1990), 

Guerrier and Lockwood (1991) and Olson and Roper (1998) point out that hotel parent 

companies tend to implement their own management control systems in other cultures.  

It is argued that unless the management systems are systematically tested in different 

cultures, the success of those systems is questionable and thus the generalisation of 

results is difficult.  For this reason the need for undertaking cross-cultural research 

becomes necessary.    

The hotel industry’s growing economic importance, the complexity of 

managers’ job, the difficulty in generalising results from manufacturing to the hotel 

industry and the lack of cross-cultural research in the hotel industry strengthens the case 

for hotel-specific research.  Moreover, as discussed earlier, Mia and Patiar (2001/2002) 

and Patiar and Mia (2005) have made some attempt to take hospitality management 

accounting research forward by examining various relationships; however, their work is 

limited by small sample sizes, fewer variables, and a single data collection method in 

one culture.  The present study proposes to overcome the limitations of the past research 

and is expected to make a significant contribution to the hospitality literature.   

1.3 Research framework 

This study aims to examine the relationship between hotel department managers' 

use of management accounting systems (MAS) information and the performance of 

their departments.  It also takes into account the moderating effect of department 
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managers’ perception of the intensity of market competition and their general manager’s 

transformational leadership style on the above relationship.  The study is conducted in 

four and five star hotels in Australia and India to incorporate the impact of national 

culture on the above relationships.   

Extensive research indicates that in a competitive environment, managers are 

compelled to process considerably more MAS information to reduce uncertainty 

(Chenhall & Morris, 1986; Chong, 1996; Dent, 1996; Gordon & Narayanan, 1984; Mia, 

1993; Mia & Chenhall, 1994).  Conversely, under low market competition, managers 

make routine decisions that can be adequately managed with the help of limited 

information.  Gerloff (1985), Gul (1991) and Gul and Chia (1994) point out that in the 

relatively stable environment if managers go on making extensive use of broad scope 

MAS information, it is likely to result in information overload and may even hamper 

performance.  However, it is argued that hotel department managers are expected to be 

selective in choosing the most appropriate information necessary for the decisions in 

hand.  Consequently, the possibility of information overload is somewhat limited. 

Moreover, the senior manager’s transformational leadership style influences 

subordinate managers’ attitudes and behaviour towards work.  For instance, the senior 

manager’s transformational leadership style involves sharing the organisational vision, 

inspiring and motivating, and empowering subordinates (Bass & Avolio, 1994; Burns, 

1978).  Research suggests that if the senior managers involve subordinates in the 

decision-making process, the level of subordinates’ job satisfaction rises, whereas lack 

of involvement causes low job satisfaction (Bass & Avolio, 1994; Burns, 1978).  Thus, 

indicating a likely interaction effect between use of MAS information and leadership 

style on performance. 

For this study, the following dependent and independent variables were selected.  

The dependent variable used in this study is the departmental performance and the three 
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independent variables are the intensity of market competition, the general manager’s 

transformational leadership style, broad scope MAS information use and national 

culture.  It is also hypothesised that, apart from the direct effects, that intensity of 

market competition and general manager’s leadership style will moderate the effect of 

MAS information use on performance.  The next section provides a brief description of 

dependent and independent variables. 

1.3.1 Dependent variable 

1.3.1.1 Departmental performance 

In an organisational sense, performance is the outcome of various actions that 

are taken to improve operational effectiveness.  Slack, Chambers and Johnston (2004) 

point out that performance evaluation is an integral part of control mechanism.  

Furthermore, Kaplan and Norton (1992) explain that performance evaluation ought to 

incorporate all the key aspects of the business including financial and non-financial 

indicators.   

According to Atkinson and Brander Brown (2001), Eccles (1991) and Kaplan 

and Norton (1992), sole reliance on financial performance indicators fail to 

acknowledge the critical aspects of the business (e.g., products and service quality, 

customer satisfaction, employee satisfaction) and take no notice of environmental 

conditions.  It is likely that continual use of financial performance indicators may result 

in fluctuating performance (Eccles, 1991; Kaplan & Norton, 1992/1993).  For the 

purpose of this research, hotel departmental performance was assessed using both 

financial and non-financial performance indicators.  Atkinson and Brander Brown 

(2001), Kaplan and Norton (1992/1993) and Phillips (1996) substantiate that the 

inclusion of multiple performance indicators assists in sustaining the organisation’s 

well-being, as it directs the attention of senior managers onto the strategic path.   
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1.3.2 Independent variables 

1.3.2.1 Market competition 

According to Khandwalla (1972), the effect of market competition is evident 

when providers of similar products and services seek to outperform each other in terms 

of increased market share and sales revenue.  In general, among hotels, the effect of 

market competition is felt when either increase in supply or decrease in demand is 

caused by external environment conditions, such as economical, political or legal (Kim, 

Shi & Srinivasan, 2004; Wearne, 1994).  Furthermore, market competition in hotels is 

felt as a result of rises in prices, introduction of information technology and customer 

awareness of quality (Brander Brown & Atkinson, 2001; Jogaratnam, Tse & Olsen, 

1999; Wall Street Journal, 2003; Wolff, 2004).   

This increased competitiveness restricts managers’ ability to make effective 

decisions (Biema & Greenwald, 1997; Chen, 1996; Foster & Sjoblom, 1996; Lengwick-

Hall 1996; Mia & Clarke, 1999; Milliken, 1990).  Managers’ decision-making skills are 

weakened by their inability to accurately interpret market conditions and to 

satisfactorily act in response to environmental changes (Burns & Stalker, 1961; Duncan, 

1972; Jones, 1998; Weick, 1969).  Weick (1969) points out that during intense market 

competition, a thorough insight into market conditions puts managers in a stronger 

position to implement appropriate strategies and reduce uncertainty. 

1.3.2.2 Transformational leadership style 

Vecchio (1988, p. 286) explains leadership as “a process through which a person 

tries to get organisational members to do something, which the person desires”.  Within 

organisations, there are some leaders who are successful in getting the work done 

through subordinates without undue pressure.  At the same time, there are other leaders 

who constantly pressure individuals to achieve desired goals.  Zetie et al., (1994) found 
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that hotel managers have a tendency to exercise a non-participative leadership style and 

do not encourage fresh ideas from outside the hotel industry.  They point out that 

“Managers in the hospitality industry work their way up the hierarchy, absorbing en-

route the industry’s traditions.  Outsiders with their different mindset are not recruited-

other than into specified non-core activities, such as finance” (p. 44).   

Burns (1978) reported that transactional and transformational leadership styles 

are prevalent in organisations.  First, transactional leaders tend to exercise their power 

in influencing others and frequently display insensitivity towards subordinates’ feelings 

(Burns, 1978).  Research indicates that subordinates develop a negative attitude towards 

work, and their job satisfaction and commitment may even decrease.  In such situations, 

individuals begin to take a passive role in organisational affairs and this may result in 

poor quality customer service (Conger & Kanungo, 1987; Hinkin & Tracey, 1994; 

Tracey & Hinkin, 1996).   

Second, transformational leaders take their subordinates well beyond the day-to-

day work dealings, so that subordinates begin to realise their own potential (Burns, 

1978).  Such change in subordinates’ behaviour is the result of the senior manager’s 

conscious decision to share the organisation’s vision, to intellectually inspire, stimulate 

and empower them (Bass & Avolio, 1994).   

This study investigates transformational leadership style due to the benefits it 

offers and the highly personalised nature of work in four and five star hotels (Dobyns & 

Crowford-Mason, 1991), its ability to reduce uncertainty (Banker, Khosla & Sinha, 

1998), and its use by several researchers (Banerji & Krishnan, 2000; Boehnke, 

DiStefano, DiStefano & Bontis, 1997; Dvir, Avolio & Shamir, 2002; Sosik & Megerian, 

1999; Tracey & Hinkin, 1996; Yusaf, 1998).  A detailed justification for the choice of 

transformational leadership style is provided in Section 2.4.3 of the theory chapter. 
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1.3.2.3 Broad scope MAS information use 

Kaplan and Norton (1992) and Mia (1993) highlight that the use of traditional 

management accounting systems (MAS) information in the form of budget reports and 

variance analysis can be traced back to the origin of accounting systems.  It is argued 

that in the competitive environment, continual use of such MAS information could be 

harmful, since it focuses on historical information.  Irrespective of its limitations, 

traditional MAS information is still widely used in hotels for evaluating performance 

and exercising control (Harris & Brander Brown, 1998).  While in the past complete 

reliance on financial reports was satisfactory, in the competitive environment, today 

MAS needs to include information from internal (i.e., operations, finance, marketing 

and human resources) and external (i.e., government bodies and consultants) sources, 

and ought to be of a financial (budgets) and non-financial nature as well as being 

historical and future oriented (Chenhall & Morris, 1986; Gordon & Narayanan, 1984; 

Mia & Chenhall, 1994).   

1.3.2.4 National culture  

Hofstede (1980) defined national culture as a refinement and training of mind 

that makes a distinction between dissimilar groups of people.  These dissimilar groups 

of people absorb different behaviours from their environment over centuries of 

civilisation.  Hofstede’s national cultural framework (1980) identified four dimensions, 

later expanded to five dimensions, which include power distance, individualism, 

uncertainty avoidance, masculinity and time orientation.  In particular, the dimension of 

power distance and individualism have been selected in this study to examine 

department managers’ perceptions of the intensity of market competition, their general 

manager’s transformational leadership style and their use of broad scope management 

accounting systems information and their effects on departmental performance due to 

their suitability and Hofstede’s recommendation (1991).   
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1.4 Research questions 

The above discussion argues that the study should examine the proposed model 

of performance in full as well as across cultures.  Figure 1.2 illustrates the performance 

model, and shows the relationship between hotel department managers’ perception of 

the intensity of market competition, their general manager’s transformational leadership 

style, their use of broad scope MAS information and their effects on performance.  The 

study focuses on the effects of market competition, transformational leadership style 

and the use of broad scope MAS information in the relationship.  Furthermore, Figures 

1.2 (b) and (c) illustrate the interactive effects (i.e., two and three-way interaction) of 

market competition, transformational leadership style and broad scope MAS 

information use on departmental performance.  In particular, the following research 

questions are addressed.   

 

Figure 1-2  Departmental performance models 

(a) Direct effects 

 

 

 

 

1.  Do department managers’ perceptions of the intensity of market 

competition have a direct bearing on departmental performance? 

2.  Do department managers’ perceptions of their general manager’s 

transformational leadership style have a direct bearing on departmental performance? 

3.  Does the extent of department managers’ use of broad scope MAS 

information have a direct bearing on departmental performance? 
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(b) Two-way interactions 

 

 

 

4.  Do department managers’ perceptions of the intensity of market 

competition influence the relationship between broad scope MAS information use and 

departmental performance? 

5.  Do department managers’ perceptions of their general manager’s 

transformational leadership style effects the relationship between broad scope MAS 

information use and departmental performance? 

 

 

 

6.  Do department managers’ perceptions of the intensity of market 

competition influence the relationship between their general manager’s transformational 

leadership style and departmental performance? 

(c) Three-way interactions 

 

 

 

 

 

7. Do department managers’ perceptions of the intensity of market 

competition and general manager’s transformational leadership style effect the 

relationship between broad scope MAS information use and departmental performance? 
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As one of the objectives of this study was to assess cross-cultural differences, 

the data were collected from hotels located in Australia and India, and Figure 1.3 

illustrates the cross-cultural performance model.  The following research questions 

addressed the issue of national culture.  

Figure 1-3 Cross-cultural performance model 
 

 

 

 

 

 

 

8.  Do hotel department managers differ from Australia to India on cultural 

based behaviour (power distance and individualism)? 

9.  Does national culture have bearing on the combined effect of department 

managers’ perceptions of the intensity of market competition, their general manager’s 

transformational leadership style and their use of broad scope MAS information on 

departmental performance? 

1.5 Method 

1.5.1 The sample  

In total, 195 four and five star hotels (140 hotels from Australia and the 

remaining 55 from India) with more than 160 bedrooms were selected due to the high 

complexity involved in managing such hotels (Jones, 1998; Jones & Lockwood, 1998).  

Moreover, data were collected in Australia and India to examine the effect of national 

culture on various relationships between independent and dependent variables.  A 

useable response rate of 44.3% was achieved in Australia and 29% in India, giving an 
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overall response rate of 40%.  This study used hotels room and food and beverage 

department managers as units of analysis, since the fundamental purpose of hotels and 

resorts are to provide accommodation, meals and refreshments to travellers (e.g., 

business or leisure) who are away from their homes (Powers & Barrows, 1999).  

1.5.2 Data collection 

The data for this study were collected using multiple research methods involving 

a self-administered postal survey and face-to-face interviews with the department 

managers, to allow for responses from different sources and situations.  On one hand, 

the self-administered postal survey could be sent to a large number of hotel managers in 

different parts of the two countries.  On the other hand, the face-to-face interviews 

allowed clarification of different issues and improved understanding of the constructs 

posed in the questionnaire.  Moreover, Brownell (1995), Riordan and Vandenburg 

(1994) and Yin (1989) state that multiple methods of data collection improve the 

reliability and validity of the data, and allow a deeper insight into complex research 

problems.  In this way, the generalisability of the results can be further enhanced.   

1.5.3 The instrument 

An extensive tourism and hospitality literature review revealed no suitable 

instrument to measure the variables of interest in this study.  However, in the general 

management and management accounting literature, suitable instruments were 

identified.  The instruments were adapted through the process of pilot testing with post-

graduate hospitality students, hotel managers and academics in Australia and India.  

Furthermore, the use of existing instruments allowed for comparisons of the reliability 

and validity of the results with past research.   
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1.5.4 Data analysis 

Apart from the descriptive statistics and reliability and validity tests for the 

various variables, the hypotheses for this study were tested using hierarchical multiple 

regression models.  These models involved testing the direct effects and the interactive 

effects of the hotel department manager’s perception of the intensity of market 

competition, their general manager’s transformational leadership style, their use of 

broad scope MAS information and culture on departmental performance.  The 

qualitative data collected through face-to-face interviews with the selected hotel 

department managers in Australia and India were used to substantiate and flesh out the 

quantitative results. 

1.6 Organisation of thesis 

Chapter 2 discusses the literature related to the intensity of market competition, 

senior managers’ transformational leadership style, broad scope MAS information use 

and departmental performance.  The performance model theory is discussed in terms of 

direct effects, two-way and three-way interactions, and hypotheses for testing using a 

multiple regression technique are developed. 

Chapter 3 examines national culture theory and research evidence as it applies 

to the performance model, and develops appropriate hypotheses for testing its effect on 

the performance model. 

Chapter 4 describes the research design and the research methodology adopted 

for the examination of the hypotheses developed in Chapters 2 and 3.  In particular, it 

discusses the sample, data collection and the instruments, including the process of pilot 

study and measures.  Next, the descriptive statistics, reliability and validity results of 

measure (variables) are presented.  The final section deals with data collection through 

face-to-face interviews. 
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Chapter 5 reports the results of the inter-correlation of the dependent and 

independent variables and discusses assumptions of normality and homogeneity of 

variance necessary for the robustness of the regression model.  The second section of 

the chapter tests the results of various hypotheses developed in Chapters 2 and 3, and 

explains the results.  The final section of the chapter provides qualitative data collected 

through the personal interviews with hotel department managers in Australia and India. 

The final chapter provides a discussion of the results for both quantitative and 

qualitative data and offers an interpretation of the results, conclusions reached from the 

research findings, and how they contribute to the literature and hotel managers.  In 

addition, the limitations of the study and the future research directions are outlined. 



21 

  

CHAPTER 2.0  -   THEORY AND HYPOTHESES DEVELOPMENT 
 

2.1 Introduction 

The hotel industry is affected by a competitive environment and it is put down to 

the rise in information age, globalisation and customers’ awareness of product and 

service quality (Brander Brown & Atkinson, 2001; Deery & Iverson, 1996; Harris & 

Mongiello, 2001; Jogaratnam et al., 1999; Kim et al., 2004; Mia & Patiar, 2001; Wolff, 

2004).  Because of the competitive environment, a manager’s job in the industry has 

become complex (Jones, 1998).  In addition, the complexity of the hotel manager’s job 

is compounded by the nature of the work and the hotel industry’s unique characteristics 

(Harris & Brander Brown, 1998; Jones & Lockwood, 1998; Mia & Patiar, 2001).  There 

is a body of literature suggesting that a competitive environment creates unrelenting 

threats and challenges, and prompts managers to improve the quality of products and 

services (Banker et al., 1998; Chong & Rundus, 2004; Das, Handfield, Calantone & 

Gosh, 2000).  

According to Bass and Avolio (1994), the senior manager’s leadership style 

plays an important role in motivating subordinate managers and achieving continuous 

improvements.  Indeed, a competitive environment and the senior manager’s 

appropriate leadership style encourages subordinate managers to make complex and 

numerous decisions, and for that they are required to consult a wide variety and large 

quantity of broad scope management accounting systems (MAS) information 

(Bromwich, 1990; Chenhall & Morris, 1986; Dent, 1996; Gailbraith, 1973; Mia, 1993; 

Mia & Chenhall, 1994; Simons, 1990).  The relevant literature suggests that in the 

competitive environment, hotel department managers’ extensive use of MAS and other 

information leads to improved decisions and performance (Mia & Patiar, 2001/2002; 

Olsen, Murthy & Teare, 1994).   
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The intent of this chapter is to, first, briefly explain selected independent 

variables used in the study.  The second section discusses the dependent variable.  The 

third section discusses the direct effects of the intensity of market competition, the 

general manager’s leadership style and department managers’ use of broad scope MAS 

information on departmental performance, and develops appropriate hypotheses.  The 

fourth section discusses the interactions between the intensity of market competition, 

the general manager’s leadership style and department managers’ use of MAS 

information, and their effects on departmental performance, as well as develops 

appropriate hypotheses. 

2.2 Independent variables 

Examination of department managers’ perceptions of market competition, their 

general manager’s leadership style and their use of broad scope management accounting 

systems (MAS) information (the independent or predictor variables in the study) with 

respect to rooms as well as food and beverage departments’ performance (the dependent 

variable) in four and five star hotels is important.  This is because the hotel industry’s 

competitiveness (Brander Brown & Atkinson, 2001; Deery & Iverson, 1996; Dev & 

Brown, 1990; Harris & Mongiello, 2001) and managers’ job complexity create high 

levels of uncertainty (Jones, 1998).   

The literature suggests that in the competitive environment, as department 

managers’ job becomes more complex, senior managers are required to practise a 

participative style of leadership (Brownell, 1983; Otley & Pierce, 1995).  Despite these 

findings, senior managers in hotels generally have a tendency to practise a non-

participative leadership style (Hinkin & Tracey, 1994; Maher, 1995; Tracey & Hinkin, 

1996).  Moreover, hotel managers have an inclination to solely rely on the use of 

financial information, while making decisions and evaluating performance (Brander 

Brown & Harris, 1997; Mia & Patiar, 2001).  According to Dent (1996) and Kaplan and 
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Norton (1992), senior managers’ reliance on financial information (i.e. for the decision-

making as well as performance evaluation) and their use of autocratic leadership style 

fail to consider the dynamic aspects of the market.   

Previous research indicates that in a competitive environment, the superior’s 

(general managers in this study) participative leadership style (transformational 

leadership style in this study) empowers subordinates (department managers in this 

study) to a greater extent (Brownell, 1983; Otley & Pierce, 1995; Waldman, Ramirez, 

House and Puranam, 2001).  As empowered department managers would be responsible 

for making complex decisions, their use of broad scope MAS information would 

increase (Chenhall & Morris, 1986; Gordon & Narayanan, 1984; Mia, 1993).  Also, the 

use of a comprehensive performance evaluation system, including financial and non-

financial indicators would assist businesses to succeed (Kaplan & Norton, 1992; Scott 

& Tiessen, 1999).  This is because a comprehensive performance evaluation system 

focuses managers’ attention on the key aspects of the business.  It is argued that, 

individually and jointly, intense market competition, the superior’s appropriate 

leadership style and department managers’ use of broad scope MAS information would 

positively influence the performance of hotel departments. 

The next section discusses the dependent variable pertaining to hotel 

departments’ financial, non-financial and overall performance outcomes.  Moreover, the 

discussion on independent variables is generated in Section 2.4, the direct effects of 

independent variable on dependent variable.  

2.3 Dependent variable - departmental performance 

Departmental performance evaluation in organisations is one of the most 

important aspects of control that determines business success (Slack et al., 2004).  

Indeed, performance can be studied at organisational, departmental, as well as 

managerial levels (Garrison & Noreen, 1997; Mullins, 1999).  However, the focus of 
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this study is on hotels’ departmental performance involving operating departments such 

as rooms, and food and beverage.   

Garrison and Noreen (1997) point out that the assessment of a department’s 

performance is an integral part of planning and control activities, since it provides 

valuable feedback on the effectiveness of various resources and processes.  The use of 

financial performance indicators, such as return on investment; earnings per share; and 

return on capital employed are commonly used in many industries (Ezzamel, 1992; 

Walker, 1996).  In particular, hotels have a tendency to use financial performance 

indicators including revenue per available room, average daily room rate, and labour 

and material cost percentages (Brander Brown & McDonnell, 1995; Mia & Patiar, 

2001).   

Kaplan and Norton (1992) highlight that a financial performance evaluation 

system fails to provide managers with early warning signs, particularly of poor quality 

products and services, and changes in customer needs.  Kennerley and Neely (2003) 

further add that reliance on past performance, rather than future developments restrict 

managers from making continuous improvements.  Similarly, Berger (1997) and 

Phillips (1999) point out that the use of financial performance indicators tend to 

concentrate on short-term efficiency gains rather than long-term effectiveness, and fail 

to provide a holistic view of the business.  More specifically, Enz, Canina and Walsh 

(2001) and Slattery (2002) state that measures such as a hotel’s revenue per available 

room, average daily room rate and cost percentages are inadequate in assessing the 

rooms department performance, as these tend to be average figures, and are distorted by 

extreme high or low values.   

It is argued that both the competitive environment and hotel managers’ job 

complexity (as discussed earlier in Section 1.2.2) increase the level of uncertainty 

(Brander Brown & Atkinson, 2001; Harris & Mongiello, 2001; Mia & Patiar, 2001).  
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Under such circumstances the use of a comprehensive performance measurement 

system would assist in evaluating the most critical aspects of the business (Kaplan & 

Norton, 1992; Scott & Tiessen, 1999).  Following this view, Kaplan and Norton (1992) 

developed the balanced scorecard (BSC) technique, which they explain as follows:  

“A set of measures that gives top management a fast but comprehensive 
view of the business.  The BSC includes financial measures that tell the 
results of actions already taken.  And it compliments the financial 
measures with operational measures on customer satisfaction, internal 
processes, and the organisation’s innovation and improvement activities-
operational measures that are the drivers of future financial performance” 
(p.71).  
 

The use of BSC technique improves managers’ understanding of the 

interrelationship between various departments and processes (Kaplan & Norton, 1993).  

Moreover, it assesses the department’s performance and links quantitative and 

qualitative success factors (Brewer, 2002; Hasan & Tibbits, 2000).  For instance, White 

Lodging Services of the Marriott hotel chain and Hilton Hotels Corporation reported 

that BSC assisted in identifying operational problems well before the financial 

performance deteriorated (Denton & White, 2000).  In addition, the technique allows 

managers to focus on the key issues, such as achieving higher levels of customer 

satisfaction and financial results (Denton & White, 2000).   

Departmental performance may be assessed in terms of financial and non-

financial performance indicators that are critical to the success of a business.  

Researchers used several financial indicators including return on investment, profit, 

cash flow and cost control, and non-financial indicators including new product 

development, sales volume, market share, market development, staff development and 

political-public affairs (Govindarajan & Fisher, 1990; Gupta & Govindarajan, 1984).  

While these performance indicators are relevant to the hotel industry, an extensive 

search of the hospitality literature unveiled three main areas of performance (i.e., 
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financial, non-financial and overall change in performance and revenue) that are crucial 

to the success of a hotel business.   

First, departmental financial performance reflects the department manager’s 

ability to effectively manage different resources and operating budgets (Jagels & 

Coltman, 2004; Kotas, 1999).  Second, the hotel’s products and services (i.e. rooms and 

food and beverage) capacity utilisation is highly crucial, as they tend to be perishable in 

nature (Jones, 1988/1990; Jones & Lockwood, 1998; Harris & Brander Brown, 1998; 

Mia & Patiar, 2001).  Furthermore, Powers and Barrows (1999) and Sparrowe (1994) 

point out that hotels are ‘people oriented businesses’, in which an efficient and effective 

interaction between staff and customer plays an important role in achieving high 

customer satisfaction.  Third, change in overall departmental performance and revenue 

in the past two years provides a holistic view of the entire operation.  In the next 

section, each of the three area of performance is discussed.   

2.3.1 Financial performance indicator 

2.3.1.1 Financial performance  

Venkatraman and Ramanujam (1987) state that departmental financial 

performance depends on the manager’s ability to effectively manage departmental 

resources.  Similarly, Jagels and Coltman (2004) and Kotas (1999) point out that hotel 

department managers have direct responsibility for managing all the facilities and 

operating budgets.  For example, development costs of four and five star hotels 

generally run into multi million dollars involving the acquisition of prime real estate, 

construction, fittings, furniture and furnishings and its operationalisation.  Among other 

responsibilities, the department managers are accountable for the security and upkeep of 

all the facilities.  Furthermore, the operating budget of the hotel’s rooms department 

usually entails a very high proportion of fixed costs (90-95%) and a low proportion of 

variable costs (5-10%), whereas the food and beverage department entails fairly equal 
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proportions of fixed costs and variable costs (Kotas, 1999; Phillips, 1999).  It is worthy 

of note that while there is a large difference in the percentage costs of the two 

departments, in monetary terms such a difference is small.  For instance, the average 

daily room rate in a five star hotel may be $150 (low volume of customers) and average 

spend in food and beverage may be $25 (high volume of customers).   

The effective management of fixed assets as well as the operating budget is 

affected by the unique characteristic of hotels, such as the intangibility and perishability 

of products and services, and the short production cycle involving the acquisition of 

materials, their transformation into finished goods, and their delivery and consumption 

(Harris & Brander Brown, 1998; Jones, 1988/1990; Jones & Lockwood, 1998; Mia & 

Patiar, 2001).  In these circumstances, department managers are required to maximise 

the profitability by achieving high occupancy and high average daily room rate, and 

reducing expenses.  High revenue and low expenses can be achieved through accurate 

forecasting and budgeting, and by implementing adequate internal control systems 

(Brander Brown & Atkinson, 2001; DeFranco, 1997).  Hence, department managers’ 

ability to successfully manage operating budgets and effectively implement the cost 

savings is an integral part of departmental financial performance.   

2.3.2 Non-financial performance indicators 

2.3.2.1 Capacity utilisation 

Heizer and Render (2004) state that the capacity is “the throughput or number of 

units a facility can hold, receive, store or produce in a period of time” (p. 276).  

However, according to Slack et al., (2004), the capacity is the operation’s size that is 

capable of processing the maximum level of value-adding activities in a given time 

under normal conditions.  In terms of a hotel or resort’s capacity, such as guest 

bedrooms, banquet facilities, restaurant and bar seats, the capacity is their capability to 

accommodate a fixed number of customers in a given day, or to produce and serve a 
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particular number of meals during the meals period.  For example, a hotel with 250 

double bedrooms is said to have the capacity of 250 rooms or 500 guests and the 

capacity of a restaurant would be the number of dining seats available.   

Whilst the above explanation outlines the extent of hotel or restaurant size, it 

ignores the business capability to process an exact number of guests.  According to 

Slack et al. (2004), the exact capacity of a business can be determined by considering 

the time taken to produce or consume various products and services.  In the case of a 

hotel, the number of bedrooms is fixed, as it is normal to sell bedrooms by the night.  

Hence, on any particular night, a maximum of 250 rooms could be sold or 500 guests 

could be accommodated.  There is an exception in the case of transit hotels that sell 

rooms in blocks of eight hours for example, raising the capacity to 1,500 hotel guests.  

Also, in the case of a 100-seat restaurant, where guests take approximately one hour to 

consume lunch during a two-hour period, the capacity would be 200 guests.  To some 

extent, extending the lunch period can increase the restaurant’s seats availability, and 

use of processes and systems efficiently may improve the overall capacity in the food 

and beverage department.  However, in normal situations, the same opportunity to 

extend the rooms departments’ capacity is not possible.   

It is apparent from the above discussion that hotels are affected by their fixed 

number of bedrooms and unique characteristics of perishable, intangible and short 

production, delivery and consumption cycle (Harris & Brander Brown, 1998; Jones, 

1988/1990; Jones & Lockwood, 1998; Mia & Patiar, 2001).  If guest bedrooms are not 

sold on a particular night or a restaurant seat is not sold during the meal period, the 

potential of selling the same is lost forever.  Moreover, Slack et al., (2004) point out that 

the low demand for various products and services, and inadequate management systems 

to allocate the physical facilities and labour, prevent such businesses as hotels from 

functioning to their maximum capacity.   
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To improve capacity utilisation, businesses can either overbook their facilities 

expecting that a certain percentage of customers will not arrive or offer discounts on 

products and services that have less likelihood of selling at normal rates (Kimes & 

McGuire, 2001).  While these are common practices among airlines as well as in some 

sections of the hotel industry, in four and five star hotels such strategies are liable to 

tarnish their reputation and image in the market place.   

It is argued that in four and five star hotels and resorts just achieving high 

capacity utilisation (i.e., high occupancy) is insufficient, as it does not necessarily result 

in the optimum level of revenue.  For instance, while reducing the price of rooms may 

increase the demand (i.e., increase room occupancy); the low revenue may fail to cover 

all costs (McTaggart, Findlay & Parkin, 1999).  Ideally, department managers need to 

find a balance between high occupancy and high average daily room rate, so that an 

appropriate level of revenue can be earned to cover all costs, and leave a desired level of 

profit (Metters et al., 2003).  Therefore, managers’ ability to ensure high capacity 

utilisation at competitive price helps in achieving departmental effectiveness.  

Following on from the above discussion, room occupancy level and average daily room 

rate, and seat occupancy and average amount spent on food and beverage are used to 

assess the rooms and food and beverage departments’ success in capacity utilisation.   

2.3.2.2 Quality of staff and customer relationships 

According to Slack et al. (2004), in the normal course of work, businesses are 

involved in transforming various raw materials into finished goods, converting 

considerable data into useful information and promoting customer satisfaction.  

However, depending on the nature of the business, managers pay particular attention to 

one area, such as materials, data or customers.  For example, manufacturing firms tend 

to focus on materials, consulting firms focus on data and hotels and resorts focus on 

customer service.  The hotel industry is recognised as a people-oriented industry, where 
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customers’ memorable experience of staying at the hotel or having a meal in the 

restaurant is dependent upon positive interactions between staff and customers, among 

other factors (Powers & Barrows, 1999; Sparrowe, 1994).  Hence, in four and five star 

hotels, customer processing is common, as customers expect highly personalised service 

24-hours a day (i.e., valet and butler service, check-in and checkout facilities and 

extensive provision of food and beverage).  As such, department managers are required 

to put significant emphasis on developing effective and efficient systems to foster and 

improve the relationship between staff and customers. 

Considerable research in the hospitality industry provides evidence of a strong 

relationship between motivated staff, superior quality customer service and higher 

customer satisfaction.  Various researchers report that motivated employees are 

significantly more successful in delivering superior quality customer services and 

fostering customer loyalty (Barsky, 1992; Edwards, 1992; Heskett, Sasser & Hart, 1990; 

Hirst, 1992; Oh & Parks, 1997; Schmenner, 1995; Voss, Parasuraman & Grewal, 1998).  

Furthermore, Banker et al. (1998) state that in the competitive environment, managers 

are required to pay greater attention to customer needs.  Therefore, the maintenance of 

customer satisfaction, repeat business and employees’ professional development is 

critical for the long-term success of the hotel business.   

2.3.3 Overall departmental performance indicators 

2.3.3.1 Change in overall departmental performance  

In addition to the above financial and non-financial (e.g. capacity utilisation and 

quality of staff and customer relationships) performance indicators, that indicate 

performance at a particular period in time, this study focuses on global aspects of 

performance related to changes occurred in departmental performance over the two 

years period prior to the data collection.  Explained differently, this reflects a 

longitudinal assessment of the departmental performance.  The major benefit of 
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including such an item is that it allows department managers to reveal the holistic view 

of changes in overall performance outcome occurring over the past two years and reflect 

improvements, deterioration or stagnation in performance.   

Rangone (1997) argues that the use of various financial and non-financial 

performance indicators is to an extent inadequate in reflecting managers’ opinions in a 

composite manner.  Rangone explains that the use of overall department performance 

assessment allows managers a flexibility to offset the disadvantage of one performance 

dimension with the advantage of another performance dimension.  For instance, if room 

occupancy level has slightly decreased and customer satisfaction level has significantly 

increased, then one can assume that the overall performance in the rooms department 

has improved.  This is because research evidence suggests that higher customer 

satisfaction is likely to result from achieving customer loyalty which eventually 

converts into repeat business in the long-term (Barsky, 1992; Dube, Renaghan & Miller, 

1994; Heskett et al., 1990; Kinwin, 1992).  Therefore, it is expected that a department 

manager’s global response of change in overall department performance is likely to 

reveal some additional information in terms of how effective or ineffective they have 

been in managing their department over the past two years. 

2.3.3.2 Change in overall departmental revenue 

Revenue is earned when different products and services are sold through the 

inflow of assets, the reduction in liabilities or a combination of both (Jagels & Coltman, 

2004).  For example, the inflow of assets occurs when certain products and services are 

sold to customers and they pay for them in cash, by credit card or credit account.  

However, a reduction in liabilities occurs when customers pay advance deposits or 

prepays the whole amount for rooms, functions and dining to provide some assurance of 

purchase at a later date and time.  These deposits and prepaid amounts are held as a 

credit balance and shown as a liability, since the funds are due to customers until 
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appropriate services are rendered.  As various products and services are consumed, the 

balance of liability is reduced accordingly.  In other words, revenue accumulated by 

rooms, as well as food and beverage departments, is the sum of money charged to 

customers for hiring of rooms and buying of food and beverage items during their stay 

or visit to the hotel.   

This study includes another global question related to change in departmental 

revenue over the two years prior to the data collection.  As mentioned in Sections 2.3.1 

and 2.3.2, financial and non-financial performance indicators are inadequate in showing 

the overall change in departmental revenue.  In other words, changes in overall revenue 

allow managers to express a holistic view of the department’s total revenue by 

reflecting on the overall improvements or deterioration or lack of change in the revenue 

earned.  Therefore, overall change in department revenue over the past two years is 

likely to reveal some additional information in terms of department managers’ ability to 

effectively sell their products and services, and maximise the revenue. 

2.4 The direct effects of competition, transformational leadership style and 

MAS information use on departmental performance 

2.4.1 Relationship between competition and departmental performance 

The effect of intense market competition is felt when competing businesses 

begin to offer similar or superior quality products and services at competitive prices, 

and use more aggressive marketing techniques than their rivals (Khandwalla, 1972).  

Other researchers maintain that while rivalry encourages competitors to improve the 

quality of their products and services, they are forced to sell them at affordable prices 

(D’Aveni, 1994; Smith, Grimm & Gannon, 1992).  Indeed, intense competition and 

rivalry gives rise to environmental uncertainty (Burns & Stalker, 1961; Duncan, 1972; 

Jones, 1998; Weick, 1969).   
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In the context of hotels, Brander Brown and Atkinson (2001), Jogaratnam et al. 

(1999), Wall Street Journal (2003) and Wolff (2004) point out that the intensity of 

market competition has risen due to the information age, customers’ awareness of 

quality and globalisation.  However, Kim et al. (2004) and Wearne (1994) argue that 

increase in supply or decrease in demand for hotel accommodation creates 

competitiveness.  Kriegl (2000), for instance, highlights that in recent years, supply of 

hotel accommodation in popular tourist destinations has increased, as some investors are 

taking advantage of positive growth potentials, favourable exchange rates and attractive 

real estate prices.  Also, recent terrorist attacks have restricted international travel and 

somewhat reduced demand for hotel accommodation (Wolff, 2004; World Tourism 

Organisation, 2004, b).   

According to Miles, Snow and Pfeffer (1974), intense competition restricts the 

functioning of businesses, as managers are unable to predict market activities.  Under 

such circumstances, the unpredictability of information can result in the making of 

inappropriate decisions (Duncan, 1972).  Furthermore, Porter (1980) states that 

prolonged market competition creates threats, which can be best managed by achieving 

cost reductions, improving quality and gaining brand loyalty of products and services.  

Similarly, Chen (1996) and Hanson, Dowling, Hitt, Ireland and Hoskinsson (2002) 

argue that thorough examination of the environment in relation to the existing products, 

services and processes can convert threats into opportunities.  Indeed, the long-term 

sustainability of businesses in the competitive environment is dependent upon the 

manager’s ability to rapidly respond to environmental changes.  

The research concerning the intensity of market competition and its effect on 

departmental performance in hotels is mainly anecdotal (Buckhiester, 2003; Kim et al., 

2004; Roginsky, 1995; Wall Street Journal, 1997/2003).  However, there is limited 
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empirical evidence in other industries (Chong & Rundus, 2004; Khandwalla, 1972; Mia 

& Clarke, 1999).   

The anecdotal evidence of the effect of market competition on performance is 

apparent from the works of various authors and researchers.  For instance, over the past 

few years, Orbitz, Expedia and Travelcity (web based hotel reservations systems) have 

revolutionised the selling of hotel accommodation, as customers are able to check 

various hotel facilities and compare room rates through their personal computers (Wall 

Street Journal, 2003).  Due to intense competition and the perishable nature of goods, 

the competing hotels tend to reduce the price of their guest bedrooms resulting in a price 

war (Baum & Haveman, 1997; Buckhiester, 2003; Kim et al., 2004; Roginsky, 1995; 

Wall Street Journal, 1997).   

There are two main reasons for hotels to enter into price wars.  First, as hotel 

products and services are perishable in nature, if hotel rooms are not sold on a particular 

night, the potential of selling the same is lost forever.  In addition, hotel operations 

involve a high proportion of fixed costs and, regardless of the level of business, fixed 

costs have to be met.  For this reason many hotel managers reduce guest bedroom rates 

to spread the fixed cost among additional guests (Kotas, 1999).   

Second, additional guests in a hotel are likely to purchase other products and 

services such as food and beverages, recreational activities, telephone, laundry and, if 

highly satisfied with the existing products and services, they may become loyal 

customers.  However, Buckhiester (2003) points out that indiscriminate reduction in 

hotel room rates results in price wars leading to a lack of trust among customers and 

declining profitability.  Buckhiester (2003) and DeFranco (1997) argue that managers 

ought to use sophisticated demand and revenue forecast techniques, such as yield 

management systems to achieve optimum rates.  Similarly, Kim et al. (2004) report that 
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service industries including hotels should try to smooth out their demand pattern by 

offering rewards and loyalty programs.   

The limited empirical evidence of some researchers provides insight into the 

effect of market competition on performance.  For example, Khandwalla (1972) 

examined the relationship among price, product and marketing competition, and firms’ 

profitability.  While he found a negative, but statistically insignificant relationship 

among all three forms of competition and firms’ profitability, the magnitude of negative 

correlation between price competition and the profitability of firms was the strongest, 

followed by two other forms of competition, that is product and marketing competition.  

This strong negative relationship between price competition and profitability is 

interesting, and to some extent supports the anecdotal evidence that in a competitive 

environment, hotels reduce their prices and experience a decline in profitability.   

Another study of Mia and Clarke (1999) investigated the relationship between 

managers’ perceptions of the intensity of market competition, management accounting 

systems (MAS) information use and business units’ performance.  They found indirect 

and positive relationships between the intensity of market competition, MAS 

information use and business units’ performance.  More recently, Chong and Rundus 

(2004) found a positive and significant effect of the high intensity of market 

competition and extensive use of total quality management practices on increased 

organisational performance.   

In the following sections, various relationships between hotel department 

managers’ perceptions of the intensity of market competition and departmental 

performance, consisting of financial performance, non-financial performance (i.e., 

capacity utilisation and quality of staff and customer relationships), and overall 

departmental performance (i.e., change in overall departmental performance and change 

in overall departmental revenue) are discussed. 
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2.4.1(a) Relationship between competition and financial performance 

In the competitive environment, rival businesses aim to offer better quality 

products and services at affordable prices and aggressively market their products and 

services (Khandwalla, 1972).  However, in the context of hotels, the number of 

customers decline relative to the stable environment (Brander Brown & Atkinson, 2001; 

Jogaratnam et al., 1999; Wall Street Journal, 2003; Wolff, 2004).  In such a case, 

managers often offer straight discounts or extra benefits (i.e., three nights 

accommodation for the price of two nights, complimentary breakfast or dinner, bottle of 

wine or tickets to a theme park) to attract additional customers (Baum & Haveman, 

1997; Buckhiester, 2003; Kim et al., 2004; Roginsky, 1995; Wall Street Journal, 1997).  

Indeed, discounting creates additional demand for hotels’ products and services, but it 

results in reduced revenue, as various products and services are offered at a lower price 

as well as incurring the higher costs of allowing additional benefits and undertaking 

varied promotional activities.   

As discussed under Section 2.3.1.1, one of the major responsibilities of 

department managers is to effectively manage their department’s operating budget 

(Jagels & Coltman, 2004; Kotas, 1999).  Furthermore, the cost structure of rooms and 

food and beverage departments tend to differ, and pose different kinds of problems:  

room department managers have to focus on reducing the fixed cost per room sold, and 

food and beverage managers have to focus on reducing the variable costs involving 

materials and labour.   

For example, in determining room rates and food and beverage prices managers 

ought to make an accurate forecast of the volume of business and their customers’ 

ability to pay (Buckhiester, 2003; DeFranco, 1997).  They should also ensure that all 

variable costs involved in providing various products and services are recovered first, 

and then some contribution towards the fixed cost of running the department should be 
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made, as well as retaining a reasonable surplus in the way of profits (Kotas, 1999).  

Despite accurate forecasting and adequate planning and control, it is argued that 

increased competition would make it difficult for department managers to fully achieve 

budget targets and cost reductions plans.  From the above discussion, it follows that 

intense market competition is likely to cause reduced financial performance, and thus, 

the following hypothesis is developed.  

H1 (a) There is a negative and significant relationship between hotel department 

managers’ perceptions of the intensity of market competition and financial 

performance. 

2.4.1(b) Relationship between competition and non-financial 

performance indicators: capacity utilisation 

In a highly competitive environment, hotel department managers perceive that 

the total number of customers available is relatively small (Kim et al., 2004; Wearne, 

1994).  [See Section 2.4.1 that provides an in-depth discussion on the effect of market 

competition].  To cope with reduced demand, hotel department managers are compelled 

to stimulate demand by lowering the prices of products and services or offering 

additional benefits, such as complimentary night stay, breakfast and/or free tickets to 

theme parks (Baum & Haveman, 1997; Buckhiester, 2003; Roginsky, 1995; Wall Street 

Journal, 1997).   

As discussed earlier in Section 2.3.2.1, while the capacity of a hotel’s guest 

bedrooms is fixed and cannot be altered, the capacity in the food and beverage 

departments can be altered by making changes to products, services and processes.  

Regardless of the concerns of department managers related to capacity utilisation, price 

inducement strategies are necessary, as hotel products and services are perishable in 

nature (Harris & Brander Brown, 1998; Jones, 1988/1990). Under certain 
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circumstances, if hotel products and services are not discounted, the potential for selling 

them could be lost [see Section 2.3.2.1 for a full explanation].   

It is argued that while discounting stimulates additional demand for a particular 

hotel, competing hotels may also take similar action and make it difficult to achieve 

target levels of occupancy, average daily room rate and average spend.  In other words, 

as the competition rises, hotels would find it difficult to maximise occupancy in rooms 

and food and beverage, and achieve high average daily room rate as well as high 

average spend on food and beverages.  The above discussion leads to the development 

of the following hypothesis.   

H1 (b) There is a negative and significant relationship between hotel department 

managers’ perceptions of the intensity of market competition and capacity 

utilisation. 

2.4.1(c) Relationship between competition and non-financial 

performance indicators: quality of staff and customer 

relationships 

It was discussed earlier that in the competitive environment, managers are 

required to stimulate demand by reducing room rates and offering various extras.  While 

such strategies help in attracting additional customers, it is likely to have a negative 

effect on the overall profitability. This is because other direct competitors are also in the 

same predicament, and the limited number of available customers gets divided among 

various competitors.  To sustain profitability while managers have little control over 

reducing their fixed costs (Kotas, 1999), however, it is tempting for managers to reduce 

the variable cost by making reductions in personalised customer service and buying 

lower quality materials.  Indeed, in the short-term such reductions in services and 

processes would result in improved profitability, but in the long-term it would put an 
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additional burden on the staff to sustain production and deliver of quality products and 

services.   

Several researchers contend that the provision of consistent and superior quality 

products and services assists in achieving higher levels of customer satisfaction and 

possibly encouraging repeat visitation (Barsky, 1992; Dube et al., 1994; Heskett et al., 

1990; Kinwin, 1992).  In addition, Baraban and Durocher (2001) point out that a hotel 

or a restaurant that is nearly full helps in attracting even more customers, as it has the 

ability to convince others of the higher quality of products and services.  Such a level of 

achievement ensures a competitive edge based on the quality of products and services, 

and eventually makes the organisation a market leader.  However, Buckhiester (2003) 

and Kim et al. (2004) point out that most hotels consider short-term gains by reacting to 

the competitor’s actions and making reductions in labour, and sacrificing the quality of 

products and services.  Indeed, customers expect consistent products and services (e.g., 

staying in a hotel or having a meal in a restaurant).  Any reduction in resources, such as 

fewer employees or employees lacking in personal development program would lead to 

lower morale and the delivery of lower quality products and services to customers.  

Brymer, Perrewe and Johns (1991) and Faulkner and Patiar (1997) point out that 

if staffs receive adequate training and development, and have attractive career 

prospects, customers are likely to receive positive experiences from hotels.  Other 

researchers support the above findings and further add that a well-designed staff 

development program can assist in raising the staff morale and organisational 

commitment, as well as contributing to continuous improvements (Chong & Rundus, 

2004; Metters et al., 2003; Slack et al., 2004).  

It is argued that in the competitive environment, while some hotels discount 

their products and services, they try to compensate for price reductions with decreased 

levels of personalised service, cutting back on staff training and development 
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expenditure as well as substituting some of the existing materials with cheaper and 

inferior quality materials.  This in the long-term leads to the decline in the overall 

quality of products and service, particularly the relationship between staff and 

customers.  The above discussion leads to the development of the following hypothesis.   

H1(c) There is a negative and significant relationship between hotel department 

managers’ perceptions of the intensity of market competition and quality of 

staff and customer relationship. 

2.4.1(d) Relationship between competition and overall departmental 

performance indicators: change in overall departmental 

performance  

As noted earlier in Section 2.4.1, in the competitive environment, hotels reduce 

the price of their products and services (i.e., rooms and food and beverage) and step up 

their marketing efforts to attract more customers (Baum & Haveman, 1997; 

Buckhiester, 2003; Kim et al., 2004; Roginsky, 1995; Wall Street Journal, 1997).  In the 

short-term, the main aim of reducing prices and increasing marketing efforts is to ensure 

that the effects of intense market competition and the unique characteristics of the hotel 

industry are reduced and the use of all facilities is maximised.  In this way, the 

possibility of generating sufficient revenue and ensuring the viability of the entire 

operation is increased.   

Furthermore, it has been discussed at length in Section 2.3.3.1 that a holistic 

view of the department’s performance allows department managers the flexibility of 

substituting the shortcomings of one performance dimension with the benefits of 

another performance dimension.  As such, an increase or decrease in the overall 

performance over the past two years is considered to be a sound performance indicator 

in determining department managers’ ability to effectively manage their departments.   
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In this study, it is anticipated that intense market competition will cause overall 

decline in departmental performance related to financial and non-financial aspects.  This 

is because, according to Brander Brown and Atkinson (2001), Deery and Iverson 

(1996), Harris and Mongiello (2001), Jogaratnam et al., (1999), Kim et al., (2004), Mia 

and Patiar (2001) and Wolff (2004), the environment of the hotel industry has become 

highly competitive due to developments in information technology and globalisation, 

and increased customer awareness of quality in products and services.  Recent terrorist 

attacks in major tourist destinations around the world have also restricted international 

travel and reduced the demand for hotel accommodation (Wolff, 2004; World Tourism 

Organisation, 2004, b).   

Since there is persistent market competition perceived by hotel department 

managers and reduced demand for hotel products and services (due to recent terrorist 

attacks), the likelihood of achieving overall departmental performance improvements is 

low.  The above discussion leads to the development of the following hypothesis.   

H1 (d) There is a negative and significant relationship between hotel department 

managers’ perceptions of the intensity of market competition and changes 

in overall departmental performance over the past two years. 

2.4.1(e) Relationship between competition and overall departmental 

performance indicators: change in overall departmental 

revenue  

It has been discussed in Section 2.4.1 that during intense market competition, the 

immediate concern of managers is to ensure that there is sufficient use of all facilities, 

so that revenue can be maximised and the effects of the hotel industry’s unique 

characteristics are minimised (see Section 1.2.2 for a fuller explanation of the hotel 

industry’s unique characteristics).  Department managers attempt to increase guest 
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bedroom occupancy and food and beverage sales by offering attractive discounts and 

undertaking aggressive marketing (Baum & Haveman, 1997; Buckhiester, 2003; Kim et 

al., 2004; Roginsky, 1995; Wall Street Journal, 1997).  While these actions increase 

room occupancy and numbers of diners, the lower selling price per unit may result in a 

reduction in total revenue for the department.   

An increase or decrease in revenue in the past two years is a performance 

indicator for assessing department managers’ ability to generate departmental revenue.  

It has been discussed in the previous Section 2.4.1 that intense market competition 

causes decline in overall departmental performance.  On the same lines of argument, 

intense market competition would also lead to declined revenue.  The above discussion 

assists in the development of the following hypothesis.   

H1 (e) There is a negative and significant relationship between hotel department 

managers’ perceptions of the intensity of market competition and changes 

in overall departmental revenue. 

2.4.2 Relationship between transformational leadership style and 

departmental performance 

The concept of leadership can be interpreted in different ways.  For instance, 

leadership deals with nurturing the behaviour of subordinates (Burns, 1978), or more 

specifically, leadership is a process of assigning, encouraging and monitoring job 

responsibility for achieving organisational goals (Bandura, 1986).  As such, the senior 

manager’s ability to delegate responsibilities, and subordinates’ willingness to accept 

those responsibilities, is the result of both parties’ attitudes and behaviour towards work.  

Similarly, Vecchio (1988) views leadership as the senior’s attempt to influence 

subordinates to perform assigned tasks.  While some leaders apply undue pressure in 

getting the work done, there are others who encourage subordinates to excel discreetly.  
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Burns (1978) points out that the level of performance of subordinates is largely 

dependent upon how effectively they are managed.   

The literature reports that hotel general managers are noted for applying undue 

pressure on subordinates to achieve organisational goals and are also resistant to change 

(Zetie et al., 1994).  They explain: “managers in the hospitality industry work their way 

up the hierarchy, absorbing en-route the industry’s traditions.  Outsiders with their 

different mindset are not recruited-other than into specified non-core activities, such as 

finance” (p.44).   

The traditional beliefs of hotel general managers restrict them from adapting to 

innovative management approaches.  Sparrowe (1994) puts this down to lack of 

management education and accumulation of experience in a single industry.  Becker and 

Olsen (1995) and Ghei and Nebel (1994) maintain that hotel general managers ought to 

adopt a leadership style that fosters a caring environment and encourages subordinates’ 

genuine participation in organisational affairs. 

Furthermore, Hinkin and Tracey (1994) and Tracey and Hinkin (1996) explain 

that the need for effective leadership in four and five star hotels is very high.  This is 

because customers in these hotels expect highly personalised service, which raises the 

levels of stress among employees (Brymer et al., 1991; Dobyns & Crowford-Mason, 

1991; Faulkner & Patiar, 1997; Zohar, 1994).  It is contended that high levels of job 

stress necessitate senior managers to display a caring attitude towards subordinates and 

develop a committed work team (Dube et al., 1994; Guerrier & Deery, 1998; Kinwin, 

1992; Miller, 1994; Mullins, 1999; Sparrowe, 1994). 

Burns (1978) identified transactional and transformational leadership styles.  

While transactional leadership involves exchange of effort for rewards, transformational 

leadership satisfies individuals’ higher order needs and develops individuals to their full 

potential.  For this study, only transformational leadership style is used in studying the 
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relationship between market competition and broad scope management accounting 

systems (MAS) information use and departmental performance.  The choice of this 

leadership style is justified next.   

First, the provision of hotel products and services entails intensive face-to-face 

interactions between customers and employees (Dobyns & Crowford-Mason, 1991) and 

is affected by the competitive environment (Brander Brown & Atkinson, 2001; 

Jogaratnam et al., 1999; Wolff, 2004).  A combination of high face-to-face interaction 

between customers and employees, and the competitive environment, creates 

considerable uncertainty (discussed at length in motivation Section 1.2.2).  Banker et al. 

(1998) point out that if managers are flexible, creative and innovative; it assists in 

reducing high levels of uncertainty.  There is considerable research evidence that 

transformational leaders share the organisational vision, inspire and stimulate 

subordinates, and as a result reduces uncertainty (Bass, 1985; Dobyns & Crowford-

Mason, 1991; Hater & Bass, 1988; Hinken & Tracey, 1994; Tichy & Devanna, 1986; 

Tracey & Hinken, 1996).  In particular, Keller (1995) reported that a transformational 

leadership style significantly correlated with complex and uncertain jobs, such as 

research and development.   

Second, transformational leadership theory is the most recent and widely used 

theory applied to performance and leaders effectiveness (Banerji & Krishnan, 2000; 

Boehnke et al., 1997; Dvir et al., 2002; Sosik & Megerian, 1999; Tracey & Hinkin, 

1996; Yusaf, 1998).  For example, Lowe, Kvoeck & Sivasubramniam (1996) and 

Zwingman-Bagley (1999) found a positive relationship between transformational 

leadership and performance, as well as Arnold, Barling and Kelloway (2001) and 

Tracey and Hinkin (1996) found a positive relationship between transformational 

leadership and the leader’s effectiveness.  Therefore, the inclusion of transformational 

leadership in this study is highly relevant. 
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Transformational leadership style creates an environment allowing subordinates 

to achieve higher levels of motivation and organisational efficiency (Bennis & Nanus, 

1985; Conger, 1989).  More specifically, transformational leaders encourage 

subordinates’ participation and take them well beyond routine dealings to the point 

where they begin to realise their own potential (Burns, 1978).  Such a dramatic change 

in subordinates’ behaviour is due to the senior’s ability to share organisational vision, 

inspire, intellectually stimulate, and extensively empower them (Bass & Avolio, 1997).  

Above all, high involvement type of empowerment ensures subordinates’ ownership of 

decisions, leading to higher job satisfaction and commitment.  As a result, subordinates 

begin to serve for the good of the organisation and contribute towards improved 

performance (Anastassova & Purcell, 1995; Conger & Kanungo, 1987; Mullins, 1999; 

Robbins, 2000; Sparrowe, 1994; Youndt, Snell, Dean & Lepak, 1996).   

Bass and Avolio (1997) reported five dimensions of transformational leadership 

style.  The first dimension is idealised attributes, where a leader displays considerable 

trust in subordinates and invests in their development.  The second dimension is 

idealised behaviour, where a leader articulates a convincing sense of purpose to 

accomplish complex goals.  The third dimension is inspirational motivation, where a 

leader effectively communicates high expectations and expresses important goals in a 

simple manner, and acts as a role model.  The fourth dimension is intellectual 

stimulation, where a leader upholds new and challenging ideas for instilling continuous 

improvements.  The fifth dimension is individualised consideration, where a leader 

takes personal interest in subordinates’ development and treats them as individuals.  In 

addition, transformational leadership style plays an important role in linking 

individuals’ needs with organisational missions and goals (Bass, 1990).  Table 2.1 

summarises the five dimensions of transformational leadership style. 
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Table 2-1 
Transformational leadership dimensions  
 

Transformational 
leadership Explanation 

Idealised attributes High level of trust in subordinates. 
Idealised behaviour Communicates a sense of purpose. 
Inspirational motivation Communicates important purpose in simple ways. 
Intellectual stimulation Promotes intelligence, rationality and problem solving. 
Individualised consideration Promotes individuality among employees. 

SOURCE:  Adapted from Bass, B., & Avolio, B. (1997). Full Range Leadership Development-
Manual for the Multifactor Leadership Questionnaire. California: Mind Garden, pp. 12-15. 

 

There is sufficient research evidence that the appropriateness of the senior 

manager’s leadership style has an effect on subordinates’ job satisfaction, motivation 

and performance (Barrow, 1977; Katz & Kahn, 1952; Stogdill, 1974).  Whereas, 

Kirkpatrick and Locke (1996) contend that the senior manager’s ability to share the 

organisational vision forms the main focus of transformational leadership and plays an 

important role in shaping subordinates’ attitude towards work.  Several leadership 

studies have revealed a strong and positive relationship between a transformational type 

of leadership and subordinates’ attitudes, effective communication and performance 

(Arnold, et al., 2001; Deluga, 1988; Hinkin & Tracey, 1994; Kirkpatrick & Locke, 

1996; Masi & Cooke, 2000; Ristow, Amos & Staude, 1999; Tracey & Hinkin, 1996; 

Yusaf, 1998).  

Deluga (1988), Ristow et al. (1999) and Yusaf (1998) found a positive and 

significant relationship between transformational leadership and the leader’s 

effectiveness, and subordinates’ job satisfaction.  Kirkpatrick and Locke (1996) reported 

that implementation of vision through task cues (i.e., those leaders who openly 

discussed task requirements and shared vision with their subordinates) resulted in higher 

performance.  This is consistent with the argument of Locke et al. (1991) that vision 

indirectly affects performance by motivating followers to achieve goals leading to high 

levels of confidence and organisational commitment.  Arnold, et al. (2001) reported that 
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the senior manager’s transformational leadership style increases the level of trust, 

organisational commitment as well as team efficacy.  Similarly, Masi and Cooke (2001) 

found a positive and significant relationship between transformational leadership style 

and high motivation in subordinates. 

In the context of the hotel industry, Hinkin and Tracey (1994) found 

transformational leadership style to be positively and significantly related to senior 

managers’ effectiveness, subordinates’ satisfaction, mission and role clarity, and 

openness of communication.  Another study of Tracey and Hinkin (1996) reported that 

transformational leadership style directly influences senior managers’ effectiveness and 

subordinates’ satisfaction.   

Following on from the above discussion, it is argued that transformational 

leadership style is effective and is a good predictor of performance (Arnold et al., 2001; 

Bass, 1990; Deluga, 1988; Hinkin & Tracey, 1994; Kirkpatrick & Locke, 1996; Masi & 

Cooke, 2000; Ristow, et al., 1999; Tracey & Hinkin, 1996; Yusaf, 1998).  In the next 

section, the relationship between transformational leadership style and various aspects 

of hotel departmental performance is discussed.   

2.4.2(a) Relationship between transformational leadership style and 

financial performance 

Bass and Avolio (1994) state that transformational leadership style helps in 

genuinely motivating and empowering subordinates by sharing the vision and decision-

making power.  The sharing of vision and decision-making power helps subordinates to 

recognise their own skills and talent, and significantly improves their self-confidence 

and organisational commitment (Conger & Kanungo, 1987).  

As discussed earlier, the financial structure of four and five star hotels [see 

Section 2.3.1.1 for detailed explanation] as well as their unique characteristics (see 

Section 1.2.2 for a detailed explanation) makes managers’ jobs somewhat more 
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complex (Harris & Brander Brown, 1998; Jones & Lockwood, 1998; Mia & Patiar, 

2001).  This is because a combination of the financial burden and the unique 

characteristics of hotel products and services require its department managers to pay 

closer attention to recovering its variable costs and also making some contribution 

towards fixed costs.  For instance, in the food and beverage department of four and five 

star hotels, there are two major variable costs, raw materials and labour that run in 

excess of 50% of the revenue (Kotas, 1999).   

Therefore, department managers need to pay attention to the cost and the quality 

of raw materials as well as to maintain the quality of customer service.  First, the 

perishable nature of raw materials requires there be adequate systems in place to ensure 

neither an excess nor shortage of materials are experienced.  Second, the high emphasis 

on personalised customer services in four and five star hotels make it difficult to 

maintain the desired levels of staffing to provide a consistently high standard of 

customer service.  Thus, personalised nature of work in four and five star hotels has a 

significant effect on labour productivity.  In addition, managers need to achieve 

adequate room occupancy, so that total fixed costs can be adequately spread.  In such 

situations, the exercising of effective control not only requires the implementation of 

sound systems and procedures but the commitment of staff too. 

It can be said that a hotel general manager’s transformational leadership style 

plays an important role in motivating and developing committed department managers 

who would then be in a stronger position to ensure that materials and staff are 

effectively utilised.  Such activities are likely to result in meeting the operating budget 

and implementing effective cost reduction plans and improved departmental financial 

performance.  The above discussion leads to the development of the following 

hypothesis. 
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H2 (a) There is a positive and significant relationship between hotel department 

managers’ perceptions of their general manager’s transformational 

leadership style and financial performance. 

2.4.2(b) Relationship between transformational leadership style and 

non-financial performance indicators: capacity utilisation 

The senior manager’s transformational leadership style involves sharing 

organisational vision, inspiring and intellectually stimulating subordinates (Burns, 

1978).  As a result, motivated subordinates begin to realise their full potential in serving 

the organisation, thus forming the basis of effective empowerment (Bass & Avolio, 

1994).  Indeed, empowerment is a process of encouraging subordinates to increase their 

confidence in performing jobs and dealing with customers and co-workers in the most 

effective manner (Conger & Kanungo, 1987; Mullins, 1999; Robbins, 2000; Sparrowe, 

1994).   

As explained in Section 2.3.2.1, hotel department managers have two main 

objectives.  The first objective is to achieve high occupancy levels in rooms and food 

and beverage areas to ensure that effective utilisation of all facilities is attained.  The 

second is to achieve high average daily room rate and average spend on food and 

beverage items to maximise the overall revenue.  Due to the fixed capacity of hotel 

bedrooms and the unique characteristics of hotels, department managers find it 

challenging to achieve the above two objectives.   

While capacity utilisation in rooms department is difficult to achieve due to 

customers occupying rooms for longer periods, in the case of food and beverage outlets, 

there is greater potential to increase capacity utilisation by extending the meals period 

and employing more efficient production and delivery systems.  Indeed, motivated and 

empowered subordinates not only help develop the most efficient systems and 

processes, but also assist in satisfying customer needs (Anastassova & Purcell, 1995; 
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Conger & Kanungo, 1987; Sparrowe, 1994).  The above explanation indicates that the 

general manager’s transformational leadership style would be successful in effectively 

motivating and empowering department managers to deliver an excellent standard of 

customer service and better manage the capacity of various areas under their 

responsibility.   

It is argued that motivated and committed employees within the rooms and food 

and beverage departments would provide a higher standard of products and services to 

the customers and thus assist in securing customer loyalty (Barsky, 1992; Dube et al., 

1994; Heskett et al., 1990; Kinwin, 1992).  The above discussion leads to the 

development of the following hypothesis. 

H2 (b) There is a positive and significant relationship between hotel department 

managers’ perceptions of their general manager’s transformational 

leadership style and non-financial performance indicators: capacity 

utilisation. 

2.4.2(c) Relationship between transformational leadership style and 

non-financial performance indicators: quality of staff and 

customer relationships 

As discussed above, transformational leadership style not only succeeds in 

creating highly motivated employees but also empowers them to make decisions 

without having to first seek the senior manager’s approval.  Often, in four and five star 

hotels, considerable attention is paid to the comfort and the lavishness of product, as 

well as services (Royal Automobile Club of Queensland, 1999).  On one hand, comfort 

is achieved through tangible items, such as furniture, fittings and furnishings.  On the 

other hand, high quality service is achieved through intangible elements, such as 

personalised customer service.  While tangible aspects are relatively easy to manage, 

intangible aspects involving personalised service pose difficulties.  For example, 
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personalised service involves face-to-face interactions between staff and customers, 

allowing customers a high degree of flexibility in product composition as well as its 

delivery modes, and it can vary according to the mood of individual employee involved 

in the service delivery.  For this reason, subordinates require excellent job skills and 

positive attitudes and behaviour towards the work and customers.   

Heskett et al., (1990) and Schmenner (1995) state that contented and motivated 

employees are in a stronger position to respond to hotel customers’ needs thus 

preventing customer complaints.  According to Baraban and Durocher (2001), hotel and 

restaurants that are busy tend to attract even more customers, since their popularity 

provides an assurance of quality.  To encourage repeat business and attract new 

customers, managers are required to provide excellent and consistent products and 

customer services (Barsky, 1992; Becker & Murrmann, 1999; Dube et al., 1994).  It is 

envisaged that under the general manager’s transformational leadership style, 

department managers would be motivated and committed to provide higher customer 

satisfaction (Bass & Avolio, 1994).  The above discussion leads to the development of 

the following hypothesis. 

H2(c) There is a positive and significant relationship between hotel department 

managers’ perceptions of their general manager’s transformational 

leadership style and the quality of staff and customer relationships. 

2.4.2(d) Relationship between transformational leadership style and 

overall department performance indicators: change in overall 

departmental performance  

The overall departmental performance in the past two years is a broad 

performance indicator representing managers’ opinions in a collective manner.  The 

previous three relationships between transformational leadership style and the 
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respective department’s performance including financial, capacity management and 

staff-customer relationships have already been discussed.   

It is argued that hotel general managers practising a transformational leadership 

style would more easily motivate and empower subordinates.  In turn, those motivated 

and empowered subordinates would provide a sustainable quality of products and 

services, and assist in achieving an outstanding level of overall departmental 

performance.  The above discussion leads to the development of the following 

hypothesis. 

H2 (d) There is a positive and significant relationship between hotel department 

managers’ perceptions of their general manager’s transformational 

leadership style and overall change in departmental performance over the 

past two years. 

2.4.2(e) Relationship between transformational leadership and overall 

department performance indicators: change in overall 

departmental revenue 

Hotel departments usually set targets for increasing revenue by either extending 

products and services (offering additional restaurants and conference facilities for 

example) or upgrading the existing products and services (improving physical attributes 

and the personal service component) (Jagels & Coltman, 2004; Kotas, 1999).  The 

advocates of continuous improvement point out that the way subordinate managers are 

managed in the work environment plays an important role in instituting business 

improvements (Chong & Rundus, 2004; Metters et al., 2003; Slack et al., 2004).  In 

general, a leadership style that draws the best out of subordinates tend to improve 

performance (Foster & Sjoblom, 1996).  In four and five star hotels, general managers’ 

use of a transformational leadership style would greatly improves the overall revenue 

earned, as it promotes an excellent work environment and offers ideal conditions for 
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providing high quality products and services (Hinkin & Tracey, 1994; Tracey & Hinkin, 

1996).  

Hence, an overall change in departmental revenue over the past two years is a 

global measure of the department’s efficiency and indicates if there has been an 

expansion or contraction in the business.  It is argued that transformational leaders are 

in a stronger position to motivate and empower subordinates to make on-going 

improvements and experience increase in departmental revenue.  The above discussion 

leads to the development of the following hypothesis. 

H2 (e) There is a positive and significant relationship between hotel department 

managers’ perceptions of their general manager’s transformational 

leadership style and overall change in departmental revenue over the past 

two years. 

2.4.3 Relationship between MAS information use and departmental 

performance 

The use of traditional management accounting systems (MAS) information in 

the form of budget reports goes back to the origin of accounting systems and it is still 

commonly used for planning and control (Johnson & Kaplan, 1987; Kaplan & Norton, 

1992; Mia, 1993).  Hotels are no different in this regard, as they also frequently use 

traditional MAS information for planning and control, as well as evaluating 

performance (Harris & Brander Brown, 1998; Mia & Patiar, 2001).  The main drawback 

of using traditional MAS information is its historical focus, which holds back future 

improvements (Dent, 1996; Kaplan & Norton, 1992).  

Chenhall and Morris (1986) outlined four dimensions of MAS information 

including scope, timeliness, aggregation and integration.   In this study, however, the 

scope of information is included due to its suitability to the variables under 
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investigation.  Gordon and Narayanan (1984) contend that scope of MAS information 

ought to include details from different sources.  First, the relevant information needs to 

be gathered from within the organisation (e.g., operations- weaknesses in products, 

service and processes; finance- sales mix, sales and costs breakdown; marketing- 

customer satisfaction and repeat business; and human resources- employees’ morale and 

training programmes) as well as outside the organisation (e.g., general trends in 

customers buying behaviour, competitors audit and reports from government bodies and 

consultants).  Second, the information needs to include both financial as well as non-

financial details.  Third, the information needs to be of a historical nature taken from the 

profit and loss accounts, and futuristic information, such as sales and volume forecasts 

for different products and services.   

Indeed, in hotels the information related to operations, finance, marketing and 

human resources is made available through various management reports and operating 

budgets.  Chenhall and Morris (1986) maintain that broad scope MAS information 

should be specifically designed to meet the needs of managers, so they can make most 

effective decisions.   

Davidson and Griffin (2000), Huber (1980) and Moores and Booth (1994) state 

that the competitive environment creates uncertainty and affects managers’ decision-

making ability related to increasing sales revenue, reducing costs, improving customer 

satisfaction and raising employees’ morale as well as developing new products, 

services, processes and markets.  Each of the above decisions requires managers to draw 

on a comprehensive set of MAS information that includes financial and non-financial 

data from internal and external sources.   

In the context of hotels, department managers make decisions related to pricing 

existing and new products and services, and devising and implementing sales promotion 

campaigns and managing capacity utilisation accordingly.  These decisions are made 
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under several constraints (i.e., products and services are intangible, their production, 

delivery and consumption are simultaneous and involve a high level of face-to-face 

interaction among staff and customers) that increase the department manager’s job 

complexity.  See Section 1.2.2 for a discussion on why hotel department managers’ jobs 

are considered to be complex.   

According to Ferris and Haskins (1988) and Mia (1989), extensive use of broad 

scope MAS information assists managers in reducing high levels of job complexity and 

uncertainty, and leads to successful decisions.  This is because extensive use of broad 

scope MAS information encourages managers to consider several options; some of 

which would perhaps otherwise go unnoticed.  Thus, the result is a dramatic 

improvement in managers’ understanding of the job and enhanced performance (Ferris 

& Haskins, 1988; Gordon & Narayanan, 1984; Mia, 1989/1993).  In the next section, 

the relationship between department managers’ use of broad scope MAS information 

and different aspects of hotel departmental performance is discussed. 

 

2.4.3(a) Relationship between MAS information use and financial 

performance 

The financial management of four and five star hotels is complicated by its large 

investment involving multi million dollars and the hotel operations cost structure.  For 

instance, the rooms department’s fixed costs tend to be about 90-95% with 5-10% 

variable costs, whereas the food and beverage department involves roughly equal 

percentages of fixed and variable costs (Kotas, 1999; Phillips, 1999).   Moreover, the 

complexity of managing four and five star hotels is increased due to their unique 

characteristics, such as the intangibility and perishability of their products and service 

and the short production cycle involved (simultaneous acquisition of materials, 
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preparation, delivery and consumption) (Harris & Brander Brown, 1998; Jones & 

Lockwood, 1998; Mia & Patiar, 2001).   

The unique characteristics of hotels put additional burdens on managing fixed 

and variable costs.  For example, all fixed costs such as administration and general, 

marketing, depreciation and insurance have to be paid for regardless of the hotel’s 

occupancy level.  In the case of variable costs, there is a direct link between the hotel 

occupancy and the use of materials and direct labour involved in servicing guest 

bedrooms.  Whereas property maintenance and energy costs tend to be semi-fixed, since 

portion of that cost is fixed but the remainder is variable.  Moreover, in the food and 

beverage department, fixed, variable and semi-fixed costs behave in the same manner.  

As a result, both rooms and food and beverage departments, materials (i.e., purchasing, 

receiving, storing and issuing all the raw materials) and labour costs (i.e., maintaining 

high productivity levels) need to be well controlled.  The effective control of materials 

and human resources requires departmental managers to have access to detail financial 

and market information, so accurate forecasting and budgeting can be undertaken.  This 

is particularly important, given that broad scope MAS information can assist in 

gathering and using appropriate information to effectively manage the operating budget 

and in particular control costs.   

It is argued that the use of broad scope MAS information provides accurate and 

timely cost breakdowns and details of competitors, customers and suppliers that can 

ensure effective control of costs and maintenance of quality, thus improving the 

financial performance of hotel departments.  The above discussion leads to the 

development of the following hypothesis. 

H3 (a) There is a positive and significant relationship between hotel department 

managers’ use of broad scope MAS information and financial performance. 
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2.4.3(b) Relationship between MAS information use and non-financial 

performance indicators: capacity utilisation 

Hotel products and services are predominately comprised of sleeping 

accommodation, and food and beverage sales.  For example, hotel accommodation tends 

to have a fixed capacity that cannot be increased or decreased in the short-term.  In 

other words, once all bedrooms are occupied, the hotel has reached its saturation point 

and no more customers can be accommodated.  However, in a competitive environment 

the situation is different in that managers are required to stimulate demand for the hotel 

bedrooms by offering discounts or complimentary services.   

Indeed, the most competitive rates can be determined by accurately matching 

past, present and future reservations and average daily room rate, market mix, major 

events taking place in the area and the state of the economy, among other information.  

This allows the probability of selling or not selling the guest bedrooms or food and 

beverages.  Buckhiester (2003) and DeFranco (1997) argue that by using sophisticated 

models for forecasting demand for hotel bedrooms and food and beverages as well as 

revenue can assist in determining the most suitable rates.   

There are specifically designed computerised management information systems, 

such as the yield management system, that are capable of processing information 

concerning supply and demand for hotel bedrooms.  For example, when customers 

enquire about room availability and the room rates, the reservation clerk is able to offer 

the most attractive room rate on the spot and such an efficient system can assist in 

securing a confirmed booking.  Thus, the use of detailed MAS information could greatly 

assist in achieving high levels of room occupancy, and average daily room rate.   

In discussions with rooms department managers in Australia and India, it was 

found that a variety of approaches were taken to process broad scope information for 

managing guest bedroom capacity.   
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One room department manager said: “Each morning, I collect the relevant 

information from within the hotel and the outside sources.  I work out the room rates we 

should be offering and communicate it to my reservation staff”.   

Another room department manager pointed out:  

“Daily, in consultation with my rooms’ reservation supervisor, I review 
and input the relevant information from various internal and external 
sources into our computerised yield management program.  Upon 
request, the reservation clerk obtains the room rates from their PC.  You 
see, the use of technology allows my staff to offer rates to the potential 
hotel guests without delay and eliminates the possibility of making an 
error.  Above all, it frees me to concentrate on other important things”.   
 

Yet another room department manager said:  

“My general manager does not believe in offering different rates every 
day.  You see it is unfair for different guests to pay different rates for 
the same type of rooms on the same night.  What we do is, identify our 
slack periods well in advance and plan out special sales promotion 
packages comprising of room, meals and some kind of entertainment or 
an upgrade to ocean view or even at the executive floor.  Then we 
market our promotions through different channels”.   
 
Similarly, the food and beverage department has a somewhat fixed capacity in 

terms of the number of restaurant seats available.  They tend to suffer from variation in 

demand on a daily, weekly and seasonal basis.  However, the possibility of increasing 

the capacity in the food and beverage department is greater, as the time available for 

meal service can be extended or reservations can be staggered (i.e., use of a restaurant 

seat reservation system).  Moreover, having the correct table configuration, use of a 

table reservation system and the use of efficient production and service delivery systems 

can assist in evening out demand and improving the overall capacity utilisation.   

It is argued that broad scope MAS information use for making various decisions 

related to rooms and food and beverage sales can assist department managers in 

achieving higher occupancy and average daily rate (capacity utilisation).  The above 

discussion leads to the following hypothesis.   
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H3 (b) There is a positive and significant relationship between hotel department 

managers’ use of broad scope MAS information and non-financial 

performance indicators: capacity utilisation. 

2.4.3(c) Relationship between MAS information use and non-financial 

performance indicators: quality of staff and customer 

relationships 

In people-oriented industries such as four and five star hotels, there is great 

emphasis on providing highly personalised customer service involving interaction 

between staff and customers.  Successful interaction in terms of high customer 

satisfaction is dependent on employees’ excellent job skills, and a friendly attitude and 

behaviour towards customers.  Heskett et al., (1990) and Schmenner (1995) point out 

that contented and motivated employees tend to deliver excellent customer service and 

play an important role in accomplishing higher customer satisfaction and customer 

loyalty.   

In this regard, the availability of MAS information from both internal (i.e., 

customer satisfaction and their repeat business, employees’ morale and training 

opportunities) and external (i.e., change in customers’ preferences, social trends and 

repeat purchase behaviour) sources assists managers in making improved decisions.  It 

is argued that if department managers have access to vital broad scope MAS 

information related to their customers and staff from internal as well as external sources, 

they can be in a stronger position to devise suitable strategies for employee 

development and thus achieve higher customer satisfaction.  The above discussion leads 

to the development of the following hypothesis.   

H3(c) There is a positive and significant relationship between hotel department 

managers’ use of broad scope MAS information and the quality of staff and 

customer relationships. 
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2.4.3(d) Relationship between MAS information use and overall 

departmental performance indicators: change in overall 

departmental performance  

Managers’ holistic view of their department’s change in performance is a critical 

measure, as it reflects department managers’ opinions in an aggregated manner.  It is 

argued that managers’ extensive use of broad scope MAS information in making a wide 

variety of decisions related to pricing, increasing occupancy and average daily room 

rate, controlling costs and improving customer relationships is likely to improve overall 

departmental performance.  In addition, monitoring past performance and setting 

realistic targets ensures that improvements occur in the hotel departments.  In other 

words, it can be said that broad scope MAS information at managers’ disposal would 

assist them in achieving a higher level of overall departmental performance.  The above 

discussion leads to the development of the following hypothesis.   

H3(d) There is a positive and significant relationship between hotel department 

managers’ use of broad scope MAS information and overall change in 

departmental performance over the past two years. 

2.4.3(e) Relationship between MAS information use and overall 

departmental performance indicators: change in overall 

departmental revenue 

As discussed in the previous section the use of broad scope MAS information is 

likely to assist department managers to increase departmental revenue.  This is because 

managers have access to the information related to past years’ sales revenue, market 

mix, customers and competitors’ details as well as economic and other environmental 

details.  Normally department managers increase revenue by extending products and 

services, offering additional restaurants and conference facilities, and upgrading the 
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existing products and services.  The success of various improvements in products and 

services can be achieved with the help of broad scope MAS information.   

It is argued that if managers make extensive use of broad scope MAS 

information, they have a greater chance of maximising revenue.  However, 

misinterpretation of customers’ needs and the effect of the external environment could 

result in reduced revenue.  Thus, the overall change in departmental revenue is another 

global performance indicator showing how successful or unsuccessful a particular 

department has been earning revenue.  In other words, an increase or decrease in the 

department’s revenue over the past two years would indicate growth or contraction in 

the business.  This leads to the development of the following hypothesis. 

H3(e) There is a positive and significant relationship between hotel department 

managers’ use of broad scope MAS information and change in overall 

departmental revenue. 

 

2.5 Two-way interactions 

2.5.1 Competition and MAS information use on departmental performance  

Khandwalla (1972) states that the intensity of market competition rises when 

competitors begin to offer similar or better quality products and services at cheaper 

rates, and market their products and services more effectively.  Moreover, competition 

in hotels is felt due to globalisation, improved information technology and customers’ 

awareness of quality (Brander Brown & Atkinson, 2001; Jogaratnam et al., 1999; Wall 

Street Journal, 2003; Wolff, 2004), as well as excess of supply over demand (Kim et al., 

2004; Wearne, 1994).   

Rolfe (1992) states that increased market competition generates competitive 

threats, shortens a product or service’s life cycle, and puts downward pressure on 
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performance.  According to Burns and Stalker (1961), Duncan (1972) and Weick 

(1969), a high intensity of market competition creates uncertainty in the environment 

and makes planning and control activities difficult.  Chenhall and Morris (1986), Chong 

and Chong (1997), Fry and Slocum (1984), Gordon and Narayanan (1984) and Mia 

(1993) point out that the use of broad scope MAS information assists in reducing 

uncertainty and managing competitive threats, as managers are able to respond to the 

changing needs of customers and markets.  However, failing to meet customers and 

market needs could result in declining performance (Khandwalla, 1972).   

Despite high levels of market competition and the importance of broad scope 

MAS information reported in the literature, hotel managers tend to use mandatory 

budgetary reports for making decisions and evaluating performance (Enz & Potter, 

1998; Harris & Brander Brown, 1998; Jogaratnam et al., 1999; Kriegl, 2000; Potter & 

Schmidgall, 1999).  While budgetary reports adequately serve their purpose in a stable 

environment, their continual use in the competitive environment is questionable (Kaplan 

& Atkinson, 1998).   

For instance, in a competitive environment, hotels have a smaller pool of 

customers to draw from and they are affected by aggressive marketing efforts of 

competing hotels.  Hotel department managers are required to stimulate demand for 

various products and services, such as guest bedrooms, conferences and banqueting 

facilities, and restaurants.  Indeed, department managers’ extensive use of broad scope 

MAS information (i.e., accurate estimates of costs, effectiveness of past marketing 

efforts, competitors’ audits, customers’ requirements and economic conditions) assists 

in developing realistic prices, targeting appropriate market segments and implementing 

effective sales promotion campaigns to secure a larger share of the existing and new 

markets (Bromwich, 1990; D’Aveni, 1994; Dent, 1996; Kaplan & Atkinson, 1998).   
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Research indicates that in the uncertain environment, managers’ extensive use of 

broad scope MAS information improves performance.  For instance, Gul (1991) and 

Mia (1993) found a positive and significant interaction between managers’ perceived 

environmental uncertainty and broad scope MAS information use on managerial 

performance.  A further analysis of Gul (1991) showed that a suitable match between 

high perceived environmental uncertainty and high use of broad scope MAS 

information resulted in the highest level of managerial performance.  In another study, 

Mia (1994) reported a positive and significant interaction between broad scope MAS 

information use and marketing managers’ performance.  However, in the case of 

production managers, no such interaction was found.  The two different results for 

marketing and production managers are put down to high levels of uncertainty attached 

to marketing managers’ jobs.  Furthermore, Chong (1996) found a positive and 

significant interaction between task uncertainty and broad scope MAS information use 

on performance.   

Similarly, Mia and Clarke (1999) reported a positive and indirect relationship 

between managers’ perceptions of the intensity of market competition, broad scope 

MAS information use and business unit performance.  More recently, Chong and 

Rundus (2004) reported a positive and significant interaction between high market 

competition and high use of total quality management practices on performance.  

However, no interaction between low market competition and high use of total quality 

management (i.e., customer focus and product design) on performance was found.  The 

above research findings of Chong (1996), Chong and Rundus (2004), Gul (1991), Mia 

(1993/1994) support the proposition that during high intensity of market competition 

(highly uncertain environment) managers’ use of broad scope MAS information assists 

in improving performance.  Hotels are no different in this regard and are affected by the 

external environment.  High levels of uncertainty among hotels also encourage 
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department managers to make extensive use of broad scope MAS information and if 

extensively used results in improved performance (Mia & Patiar, 2001).  

Other researchers, such as Tushman and Nadler (1978) have noted that under 

low perceived environmental uncertainty (i.e., low market competition), managers may 

be happy using limited MAS information in the form of predetermined policies and 

procedures, as they are able to understand the environment and accurately predict the 

outcomes of various decisions.  However, if managers continue to use broad scope 

MAS information under low uncertainty, it can result in information overload and may 

impede performance (Chong, 1996; Gerloff, 1985; Gul, 1991; Gul & Chia, 1994; Rosen 

& Schneck, 1969).  

Past research indicates that in the competitive environment, department 

managers’ use of broad scope MAS information assists in reducing uncertainty and 

making complex decisions.  Hence, this leads to improved business performance in 

terms of increased market share, higher profitability and possibly acts as a defence 

against competitors’ strategies (Barsky, 1992; Chong & Rundus, 2004; Dube et al., 

1994; Hirst, 1992; Kinwin, 1992; Mia & Chenhall, 1994; Mia & Clarke, 1999; Porter, 

1991).  The next section discusses the relationship between competition and broad 

scope MAS information use on each of the three dimensions of departmental 

performance and two global aspects of change in overall departmental performance, and 

develops appropriate hypotheses.   

2.5.1(a) Competition and MAS information use on financial 

performance 

As explained above in Section 2.5.1, the competitive environment raises the 

level of uncertainty and it is compounded by the hotel industry’s unique characteristics 

such as intangibility and perishability, and short cycle in production, delivery and 

consumption of products and services (Harris & Brander Brown, 1998; Jones, 
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1988/1990; Jones & Lockwood, 1998; Mia & Patiar, 2001).  Moreover, Jagels and 

Coltman (2004) and Kotas (1999) point out that department managers are responsible 

for effectively managing the operating budget among other operational responsibilities, 

and the operating budget is affected by the cost structure of rooms and food and 

beverage departments.  For instance, the rooms department entails a high proportion of 

fixed costs (90-95%) and a low proportion of variable costs (5-10%), whereas the food 

and beverage department entails fairly equal proportions of fixed costs and variable 

costs (Kotas, 1999; Phillips, 1999).   

Hence, department managers are required to effectively manage variable costs, 

particularly labour and materials.  Control over variable costs can be achieved through 

accurate forecasting and budgeting (Brander Brown & Atkinson, 2001; DeFranco, 

1997).  Broad scope MAS information use assists in managing the variable costs in line 

with the operating budget and adjusting labour and materials costs with variations in the 

volume of business.  For example, in the rooms department, the servicing of guest 

bedrooms requires adequate scheduling of staff to ensure rooms are serviced efficiently, 

and at the same time productivity levels are achieved according to set standards.  

Similarly, in the food and beverage department, managers are required to ensure 

efficient purchase of raw materials and control of stock and production.  There is 

considerable research evidence reported in the literature that when uncertainty is high, 

extensive use of broad scope MAS information enhances business performance (see 

Section 2.4.3 for a detailed discussion).  Indeed, broad scope MAS information can help 

in furnishing critical information related to market conditions, customer requirements, 

employees’ ability to perform and the analysis of various costs.   

The above discussion suggests that a combination of department managers’ 

perceptions of the intense market competition and their extensive use of broad scope 
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MAS information is likely to improve the financial performance.  Accordingly, the 

following hypothesis has been developed. 

H4 There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their use of broad 

scope MAS information affecting financial performance. 

2.5.1(b) Competition and MAS information use on non-financial 

performance indicators: capacity utilisation 

The competitive environment raises the level of uncertainty, and this is 

worsened by the hotels products and services unique characteristics, such as 

intangibility and perishability, and short cycle in production, delivery and consumption 

(Harris & Brander Brown, 1998; Jones, 1988/1990; Jones & Lockwood, 1998; Mia & 

Patiar, 2001).  (See Section 1.2.2 for a detailed discussion on the hotel industry’s unique 

characteristics).  Hence, the need for department managers’ to maximise capacity 

utilisation of products and services (e.g., guest bedrooms, banquet facilities and 

restaurant seats) becomes crucial.   

It is argued that in four and five star hotels and resorts, just achieving high 

capacity utilisation (i.e., high occupancy) are not enough, as it does not necessarily 

mean high revenue.  For instance, while reducing room prices increases room 

occupancy, the total revenue earned tends to be low and may not adequately cover all 

variable costs (McTaggart et al., 1999).  Ideally, department managers need to achieve a 

balance between high occupancy and high average daily room rate, so that an 

appropriate level of revenue can be earned to cover all variable costs, and make some 

contribution towards fixed costs, as well as leave a desired level of profit (Metters et al., 

2003).  Indeed, broad scope MAS information can provide managers with all the 

relevant details related to costs, customers, competitors and environmental conditions to 
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help in maximising the capacity utilisation of rooms as well as food and beverage 

departments.  Following on from the above discussion, it is anticipated that a 

combination of department managers’ perceptions of the intense market competition, 

and their extensive use of broad scope MAS information would improve the capacity 

utilisation of hotels’ different departments.  Accordingly, the following hypothesis has 

been developed.   

H4(b) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their use of broad 

scope MAS information affecting non-financial performance indicators: 

capacity utilisation. 

2.5.1(c) Competition and MAS information use on non-financial 

performance indicators:  quality of staff and customer 

relationships 

In the competitive environment, hotel managers are forced to stimulate demand 

for their products and services by reducing their prices of products and services (i.e., 

room rates).  While the reduction in prices of products and services attracts more 

customers, it negatively affects the overall revenue.  This is because competitors also 

reduce their prices and price wars result, thereby further reducing the customer base.  In 

such situations, to sustain the revenue and the profitability, managers often cut back on 

services, and replace existing materials with cheaper and lower quality materials.  While 

in the short-term these strategies improve profitability, in the long-term there is a greater 

likelihood of losing customers.   

The hotel industry is recognised as a people-oriented industry, where customers’ 

satisfaction is to a large extent dependent upon a positive interaction between staff and 

customers (Powers & Barrows, 1999; Sparrowe, 1994).  Particularly in four and five 
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star hotels, customers expect highly personalised service on 24-hours a day basis (i.e., 

valet and butler services, check-in and checkout facilities and extensive provision of 

food and beverages).  As such, department managers are required to put significant 

emphasis on developing effective and efficient staff as well as improving the 

relationship between staff and customers. 

Considerable research in the hospitality industry has provided evidence of a 

strong relationship between motivated staff, superior quality customer service and 

higher customer satisfaction.  Various researchers report that highly motivated 

employees are more successful in delivering superior quality customer service and 

fostering customer loyalty than less motivated employees (Barsky, 1992; Edwards, 

1992; Heskett et al., 1990; Hirst, 1992; Oh & Parks, 1997; Schmenner, 1995; Voss et 

al., 1998).  Banker et al., (1998) also state that in the competitive environment, 

managers are required to pay greater attention to customer needs, so that customer 

loyalty is maintained.  Therefore, employees’ professional development is critical in 

achieving customer satisfaction and the long-term success of the hotel.   

In this regard, it is envisaged that broad scope MAS information gathered from 

both internal and external sources would assist department managers in maintaining 

high quality relationships between staff and customers, and overcome the effects of the 

competitive environment.  For instance, information related to employees’ job 

satisfaction and morale, market information related to competitors and industry trends, 

and customers’ satisfaction including their intention to get engage in repeat purchase 

behaviour can be furnished with the help of broad scope MAS information.  It is argued 

that if managers have access to such vital information related to their competitors, the 

market, their customers and staff, they would be in a stronger position to devise suitable 

strategies for employees’ development and thus achieve higher customer satisfaction.  

The above discussion leads to the development of the following hypothesis. 
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H4(c) There is significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their use of broad 

scope MAS information affecting quality of staff and customer 

relationships. 

2.5.1(d) Competition and MAS information use on overall departmental 

performance indicators: change in departmental performance 

In the competitive environment, overall departmental performance assessment 

would allow department managers to reveal the changes occurring over the past two 

years rather than reflecting performance at a particular period in time.  Furthermore, it 

allows managers to express a holistic view of the department’s performance.  Rangone 

(1997) explains that the use of overall department performance allows managers a 

flexibility to offset the shortcoming of one performance dimension with the benefit of 

another performance dimension.   

It is anticipated that in the competitive environment, department managers’ 

extensive use of broad scope MAS information, including a wide variety of information 

from different sources would assist in making sound decisions related to pricing, 

increasing occupancy and average daily room rate, controlling costs and improving 

customer relationships.  Moreover, monitoring past performance and setting realistic 

targets would ensure improvements in hotel departments’ performance.  In other words, 

it can be said that broad scope MAS information at the manager’s disposal would assist 

in achieving a high overall departmental performance.  Based on the above explanation, 

the following hypothesis has been developed. 
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H4(d) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their use of broad scope 

MAS information affecting overall change in departmental performance over the 

past two years. 

2.5.1(e) Competition and MAS information use on overall departmental 

performance indicators:  change in overall departmental 

revenue 

Similarly, in the competitive environment, changes in overall departmental 

revenue would also allow department managers to reveal variations in revenue earned 

over the past two years, rather reflecting revenue at a particular period in time.  

Therefore, change in overall department revenue over the past two years is likely to 

reveal additional information in terms of how successful department managers have 

been in managing their department in terms of generating revenue.   

In this regard, the use of broad scope MAS information is likely to assist 

department managers to increase departmental revenue, because managers have access 

to information related to past years’ sales revenue, market mix, customers and 

competitors’ details as well as economic and other environmental details.  Moreover, 

department managers try to increase revenue by extending products and services (e.g., 

providing additional restaurants and conference facilities and upgrading existing 

products and services).  The success of all these activities is enhanced by the use of 

broad scope MAS information.   

It is argued that in the competitive environment, if managers make extensive use 

of broad scope MAS information, there would be a greater opportunity to maximise 

revenue.  However, misinterpretation of customers’ needs and the effects of the external 

environment could result in reduced revenue.  Thus, the overall change in departmental 

revenue is another global performance indicator showing how successful or 
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unsuccessful a particular department has been in earning revenue.  In other words, an 

increase or decrease in the department’s revenue over the past two years would indicate 

growth or contraction in the business.  Accordingly, the following hypothesis has been 

developed. 

H4(e) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their use of broad 

scope MAS information affecting overall change in departmental revenue 

over the past two years. 

2.5.2 Transformational leadership style and MAS information use on 

departmental performance  

Transformational leaders share organisational vision, delegate authority and 

responsibilities lower down the organisational structure and promote higher levels of 

motivation (Bass & Avolio, 1997).  Furthermore, transformational leaders aspire to 

widen subordinates’ job scope and empower them (Bass 1985; Mullins, 1999).  

Particularly, in four and five star hotels, the need for a transformational leadership style 

is very high, since the provision of the hotel’s products and services involves 

considerable face-to-face interaction between staff and customers (Hinken & Tracey, 

1994; Tracey & Hinken, 1996), and the job of hotel department managers is highly 

complex.  Mia and Patiar (2002) identified three main reasons that make hotel 

departmental managers’ jobs complex (discussed in Section 1.2.2).   

First, the hotel’s guest bedrooms and restaurant seats are considered to be highly 

perishable; if a guest bedroom is not sold on a particular night or a restaurant seat is not 

sold during a mealtime, the sale is lost.  Hence, the achievement of high capacity 

utilisation and the maintenance of quality and profitability becomes an extremely 

challenging task for department managers.  



72 

  

Second, the production, delivery and consumption cycle of a hotel’s products 

and services is very short and results in a high level of interdependence between various 

departments (Lovelock, 2004).  For instance, high customer satisfaction in the food and 

beverage department is achieved by acquiring quality raw materials, taking accurate 

customer orders, correctly conveying orders to the kitchen, efficiently serving and 

satisfying customers’ specific needs.  Moreover, the lead-time in the food and beverage 

department is almost nil from the time when the raw materials are acquired and the 

finished products and services are consumed.  Hence, this gives rise to high levels of 

task interdependence among departments and sub-departments, and restricts quality 

control of products and services.   

Third, department managers are required to coordinate the activities of various 

departments and sub-departments, giving rise to their span of control.  For example, 

rooms’ department manager coordinates the activities of various levels of employees in 

front office, housekeeping, laundry, maintenance, security, reservations, and concierge.  

In addition, the manager usually has direct interactions with customers in pursuit of 

delivering quality products and services.  Similarly, the food and beverage manager is 

required to coordinate the activities of the purchasing department, kitchen, restaurants, 

bars, function rooms and in-room dining.  Research indicates that the size of the 

department managers' span of control is positively related to their perceived task 

interdependency, and both span of control and perceived task interdependency are 

positively associated with their task complexity (Galbraith, 1973; Mia & Goyal, 1991).   

The above discussion shows that hotel department managers’ jobs are highly 

complex.  Additionally, past research indicates that highly personalised customer 

service in hotels and the unique characteristics of the hotel industry create high levels of 

stress (Dobyns & Crowford-Mason, 1991; Faulkner & Patiar, 1997).  According to 

Hinken and Tracey (1994) and Tracey and Hinken (1996), the high levels of stress can 
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be reduced if senior managers practise a transformational leadership style, as 

subordinates are motivated and empowered, and decision-making is brought to the point 

of contact (Mullins, 1999).  Indeed, the quality of customer service would improve if 

customers received prompt attention. 

It is anticipated that the use of broad scope MAS information among hotel 

department managers would be greater under a transformational leadership style, since 

general managers are more likely to empower subordinates with increased levels of 

authority and responsibility.  The success of a large variety and number of decisions, 

and reduction in department managers’ job complexity would be dependent upon 

sophisticated information that is sourced from internal and external sources, involves 

financial and non-financial nature, and is of historical and futuristic nature (Chenhall & 

Morris, 1986).   

The next section discusses the relationship between transformational leadership 

style and broad scope MAS information use in each of the three dimensions of 

departmental performance and two global aspects of change in overall departmental 

performance, and develops appropriate hypotheses.   

2.5.2(a) Transformational leadership style and MAS information use on 

financial performance 

It was discussed extensively in Section 1.2.2 that the nature of the hotel industry 

makes the job of a hotel department manager highly complex.  Also, the face-to-face 

interaction between staff and customers raises stress levels of employees (Dobyns & 

Crowford-Mason, 1991; Faulkner & Patiar, 1997).  Several researchers contend that 

senior managers practising a transformational leadership style can reduce the 

complexity of hotel managers’ jobs and stress levels (Hinken & Tracey, 1994; Tracey 

Hinken, 1996).  This is because transformational leaders share the organisational vision, 

intellectually stimulate (Bass, 1985; Bass & Avolio, 1997) and assist in motivating 
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(Hinken & Tracey, 1994; Tracey & Hinken, 1996) and empowering their subordinates 

(Mullins, 1999).  As such, under a transformational leader, department managers’ 

decision-making responsibilities significantly increase and also give rise to job 

complexity and environmental uncertainty. 

Jagels and Coltman (2004) and Kotas (1999) state that hotel department 

managers have significant financial responsibility in effectively managing their 

operating budget among other operational responsibilities, and this is affected by the 

cost structure of rooms and food and beverage departments.  While the rooms 

department comprises approximately 90-95% fixed costs and only 5-10% variable costs, 

the food and beverage department comprises somewhat equal proportions of fixed and 

variable costs (Kotas, 1999; Phillips, 1999).   

In the normal course of work, department managers are required to effectively 

manage their variable costs, particularly labour and materials, by accurately forecasting 

and budgeting (Brander Brown & Atkinson, 2001; DeFranco, 1997).  Broad scope MAS 

information use can assist in providing relevant cost analysis and market information for 

effectively managing the operating budget.  For example, in the rooms department, the 

servicing of guest bedrooms requires adequate information about the current hotel 

guests and new arrivals to ensure efficiency and to maintain high productivity levels.  

Similarly, in the food and beverage department, managers are required to ensure 

efficient purchase of raw materials and control stocks of raw materials and actual 

production.   

According to the literature, when the jobs are complex and the environmental 

uncertainty is high, extensive use of broad scope MAS information assists in enhancing 

the business performance (see Section 2.4.3 for a detailed discussion).  Indeed, broad 

scope MAS information helps in furnishing the critical information related to market 
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conditions, customer requirements, employees’ ability to perform and the analysis of 

various costs.   

High involvement type of empowerment under transformational leadership and 

the nature of the hotel industry (increased decision-making responsibility as well as the 

department managers’ job complexity and uncertainty) require department managers to 

make extensive use of broad scope MAS information in effectively managing the 

operating budget (Chenhall & Morris, 1986).  The above discussion suggests that a 

combination of department managers’ perceptions of the general manager’s 

transformational leadership style and their extensive use of broad scope MAS 

information is likely to improve the financial performance in terms of meeting the 

operating budget and making appropriate cost savings.  Accordingly, the following 

hypothesis has been developed. 

H5 (a) There is a significant interaction between hotel department managers’ 

perceptions of their general manager’s transformational leadership style 

and their use of broad scope MAS information affecting financial 

performance. 

2.5.2(b) Transformational leadership style and MAS information use on 

non-financial performance indicators: capacity utilisation 

Transformational leadership style encourages senior managers to share 

organisational vision, and inspire and intellectually stimulate subordinates (Burns, 

1978).  This helps in motivating subordinates and allows them to realise their full 

potential, and forms the basis of effective empowerment (Bass & Avolio, 1994).  Indeed 

empowerment is a process of encouraging subordinates to increase their confidence in 

performing jobs and dealing with various stakeholders in the most effective manner 

(Conger & Kanungo, 1987; Mullins, 1999; Robbins, 2000; Sparrowe, 1994).   
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As explained in Section 2.3.2.2, hotel department managers have two main 

objectives.  One is to achieve high occupancy in rooms and food and beverage, so all 

facilities are effectively utilised.  The second is to achieve high average daily room rate 

and average spend on food and beverages to maximise overall revenue.  Due to the 

fixed capacity of hotel bedrooms and hotels’ unique characteristics, department 

managers are restricted in achieving the above two objectives.   

Anastassova and Purcell (1995), Conger and Kanungo (1987) and Sparrowe 

(1994) explain that motivated and empowered subordinates help develop the most 

efficient systems and processes, and satisfy customer needs.  In addition, extensive use 

of broad scope MAS information assists department managers in selecting the most 

pertinent information for making decisions related to improving capacity utilisation in 

areas of increased occupancy and average daily room rate, and average spend on food 

and beverages.   

As noted in the previous section, transformational leadership empowers 

subordinates, thus considerably increasing their decision-making responsibility.  

Moreover, the nature of the hotel industry plays an important role in increasing 

departmental managers’ job complexity and environmental uncertainty.  It is predicted 

that the general manager’s transformational leadership style (increased decision-making 

responsibility, job complexity and environmental uncertainty) in combination with 

extensive use of broad scope MAS information would result in effective management of 

the operation (Chenhall & Morris, 1986).  Improvements would be expected in non-

financial performance: capacity utilisation in terms of increasing the occupancy level 

and the amount of money spent by the customers.  Accordingly, the following 

hypothesis has been developed. 
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H5 (b) There is a significant interaction between hotel department managers’ 

perceptions of their general manager’s transformational leadership style 

and their use of broad scope MAS information affecting non-financial 

performance indicators: capacity utilisation. 

2.5.2(c) Transformational leadership style and MAS information use on 

non-financial performance indicators: quality of staff and 

customer relationships 

Transformational leadership succeeds in motivating and empowering employees.  

Often, in four and five star hotels, considerable attention is paid to the personal comfort 

and the lavishness of products, as well as the service (Royal Automobile Club of 

Queensland, 1999).  While high quality service is achieved through intangible elements, 

such as personalised and customised customer service, comfort and lavishness are 

achieved through tangible aspects including furniture, fittings and furnishings.  Indeed, 

tangible aspects are relatively easy to manage, but intangible aspects of personalised 

and customised service pose difficulties.  For example, on one hand, personalised 

service involves face-to-face interactions between staff and customers, and it can vary 

according to the mood of service delivery employees.  On the other hand, customised 

service involves allowing customers a high degree of flexibility in product composition 

as well as its delivery mode.  For this, subordinates require excellent job skills, and 

positive attitudes and behaviour towards customers.   

The hotel industry is recognised as a people-oriented industry, where customers’ 

satisfaction is to a large extent dependent upon a positive interaction between staff and 

the customer (Powers & Barrows, 1999; Sparrowe, 1994).  Hence, in four and five star 

hotels, customers expect highly personalised and customised service 24-hours a day 

(i.e., valet and butler service, check-in and checkout facilities and extensive provision of 
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food and beverages).  As such, department managers are required to put significant 

emphasis on developing effective and efficient staff as well as systems to improve the 

relationship between staff and customers. 

Considerable research in the hospitality industry provides evidence of a strong 

relationship between motivated staff, superior quality customer service and higher 

customer satisfaction.  Various researchers report that motivated employees are more 

successful in delivering superior quality customer services and accomplishing customer 

loyalty than less motivated employees (Barsky, 1992; Edwards, 1992; Heskett et al., 

1990; Hirst, 1992; Oh & Parks, 1997; Schmenner, 1995; Voss et al., 1998). 

Heskett et al., (1990) and Schmenner (1995) state that contented and motivated 

employees are in a stronger position to respond to hotel customers’ needs and prevent 

customer complaints.  To encourage repeat business and attract new customers, 

managers are required to concentrate on providing excellent and consistent products and 

customer service (Barsky, 1992; Becker & Murrmann, 1999; Dube et al., 1994).   

In this regard, broad scope MAS information use can assist department 

managers in incorporating information related to customers’ needs, levels of customer 

satisfaction, areas of staff weaknesses, staff morale, competitors’ details and general 

trends in the industry.  The use of such rich information would assist in improving staff 

and customer relationships and securing customer loyalty (Barsky, 1992; Dube et al., 

1994; Heskett et al., 1990; Kinwin, 1992).  Based on the above discussion, the 

following hypothesis has been developed. 

H5(c) There is a significant interaction between hotel department managers’ 

perceptions of their general manager’s transformational leadership style 

and their use of broad scope MAS information affecting the quality of staff 

and customer relationships. 
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2.5.2(d) Transformational leadership style and MAS information use on 

overall departmental performance indicators: change in 

departmental performance 

Overall departmental performance in the past two years is a broad performance 

indicator representing managers’ opinions in a collective manner.  The previous three 

relationships between transformational leadership style and the respective department’s 

performance including financial, capacity utilisation and quality of staff-customer 

relationship have already been discussed.   

It is argued that hotel general managers’ practise of a transformational 

leadership style would help in adequately motivating and empowering subordinates, and 

overcoming job complexities and environmental uncertainties.  Indeed, the extensive 

use of broad scope MAS information would provide department managers with useful 

and varied information from different sources to make successful decisions.   

A combination of department managers’ perceptions of their general manager’s 

transformational leadership style (i.e., motivating and empowering subordinates) and 

their extensive use of broad scope MAS information would improve the quality of 

decisions being made.  In other words, this would provide sustainable quality of 

products and services, and assist in achieving an outstanding level of overall 

departmental performance.  Based on the above discussion, the following hypothesis 

has been developed. 

H5(d) There is a significant interaction between hotel department managers’ 

perceptions of their general manager’s transformational leadership style 

and their use of broad scope MAS information affecting change in overall 

departmental performance over the past two years. 
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2.5.2(e) Transformational leadership style and MAS information use on 

overall departmental performance indicators: change in 

departmental revenue 

Jagels and Coltman (2004) and Kotas (1999) point out that extending the 

products and services or upgrading the existing products and services can help increase 

revenue in hotel departments.  Moreover, Chong and Rundus (2004), Foster and 

Sjoblom (1996), Metters et al., (2003) and Slack et al., (2004) state that business 

improvements consisting of new and innovative products and services, and efficient 

processes are the result of the way subordinate managers are managed (in this study this 

refers to the superior’s transformational leadership style).  In four and five star hotels, 

the senior manager’s practise of transformational leadership style promotes an excellent 

work environment and offers ideal conditions for providing high quality products and 

services, concentrating on repeat business and improving the overall revenue (Hinkin & 

Tracey, 1994; Tracey & Hinkin, 1996).  

It has been argued in the previous section that transformational leadership style 

assists in motivating and empowering subordinates, as well as managing job 

complexities and environmental uncertainties.  This leads to increased decision-making 

responsibility that can be effectively managed with the help of extensive broad scope 

MAS information use as it provides appropriate information from a wide variety of 

sources.   

A combination of department managers’ perceptions of their general manager’s 

transformational leadership style (i.e., motivating and empowering subordinates) and 

their extensive use of broad scope MAS information would improve the quality of 

decisions being made.  Explained differently, these factors will provide sustainable 

quality of products and services, which will result in improvements in overall 
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departmental revenue.  Based on the above discussion, the following hypothesis has 

been developed. 

H5(e) There is a significant interaction between hotel department managers’ 

perceptions of their general manager’s transformational leadership style 

and their use of broad scope MAS information affecting change in overall 

departmental revenue over the past two years. 

2.5.3 Competition and transformational leadership style on departmental 

performance 

As discussed in Section 2.4.1 the intensity of market competition is felt when 

competing businesses begin to sell similar or improved quality products and services at 

a cheaper price, and promote those products and services more aggressively 

(Khandwalla, 1972).  In the context of hotels, globalisation, improved information 

technology and customers’ awareness of quality are the causes of rising market 

competition (Brander Brown & Atkinson, 2001; Jogaratnam et al., 1999; Wall Street 

Journal, 2003; Wolff, 2004).  Furthermore, supply and demand for hotel facilities also 

generates the intensity of market competition (Buckhiester, 2003; Kim et al., 2004; 

Wearne, 1994).   

Various researchers point out that high intensity of market competition increases 

uncertainty (Burns & Stalker, 1961; Duncan, 1972; Weick, 1969), and this uncertainty 

is further increased due to complexity of hotel department managers’ jobs (see 

discussion in Sections 1.2.2 and 2.5.1).  These factors make planning and control 

activities difficult.   

According to Burns (1978) and Tichy and Devanna (1986), transformational 

leadership style delegates decision-making responsibilities and persuades subordinates 

to accomplish various goals.  Tracey and Hinkin (1996) point out that in four and five 
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star hotels, senior managers’ practise of leadership style is important, as these hotels are 

considered to be “people-oriented businesses”, where success is dependent upon 

favourable interaction between customers and staff.  In particular, a transformational 

leadership style motivates subordinates by sharing the organisational vision, inspiring 

and intellectually stimulating and empowering them (Bass & Avolio, 1997), and these 

activities increase decision-making responsibilities.   

Keller (1995) reported that transformational leadership style is generally more 

effective when the subordinate manager’s job is complex and they are operating in an 

uncertain environment.  Keller found a positive relationship between transformational 

leadership style and research and development projects (causing a high degree of 

complexity).  Other researchers reported that transformational leadership style is highly 

effective in crises, when uncertainty is extremely high (Hinkin & Tracey, 1994).  

Similarly, according to Zwingman-Bagley (1999), the health care industry has been 

operating in a highly uncertain environment and argues that the use of a 

transformational leadership style assists in managing the organisational change as well 

as improving the financial performance.  Arnold et al., (2001) support the view that 

transformational leadership style has the ability to enhance trust, commitment and team 

efficacy among the organisational members.   

There is considerable research indicating that a combination of competitive 

environment, managers’ job complexity and the senior manager’s transformational 

leadership style is a good predictor of performance (Arnold et al., 2001; Bass, 1990; 

Deluga, 1988; Hinkin & Tracey, 1994; Kirkpatrick & Locke, 1996; Masi & Cooke, 

2000; Ristow et al., 1999; Tracey & Hinkin, 1996; Yusaf, 1998).  Based on this 

evidence, the next section discusses the relationship between competition and 

transformational leadership style in each of the three aspects of departmental 
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performance, and two aspects of change in overall departmental performance, and 

develops appropriate hypotheses.   

2.5.3(a) Competition and transformational leadership style on financial 

performance 

It has been discussed at length in Section 2.4.1 that high intensity of market 

competition increases environmental uncertainty and is intensified due to the hotel 

industry’s unique characteristics as discussed in Section 1.2.2.  Jagels and Coltman, 

(2004) and Kotas (1999) point out that the complexity of department managers’ jobs 

further increases due to added responsibility of managing the operating budget.  In fact, 

the management of the operating budget in hotel departments is significantly affected by 

the cost structure of rooms and food and beverage departments [see Section 2.4.1.1 for 

the complete discussion].   

Transformational leadership style delegates significant decision-making 

responsibilities and encourages subordinates to accomplish various goals (Burns, 1978; 

Tichy & Devanna, 1986).  (See detailed discussion under Section 2.4.2.)  In the case of 

four and five star hotels, senior managers’ practise of transformational leadership style 

is important, as these hotels are considered to be “people-oriented businesses’, where 

their success is dependent upon favourable interaction between customers and staff 

(Tracey & Hinkin, 1996).  In particular, transformational leadership style motivates 

subordinates by sharing the organisational vision, inspiring and intellectually 

stimulating and empowering them (Bass & Avolio, 1997).   

Research evidence indicates that transformational leadership style is generally 

more effective when the subordinate manager’s job is complex and they are operating in 

an uncertain environment (Keller, 1995).  More specifically, Keller found a positive 
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relationship between transformational leadership style and research and development 

projects (which cause a high degree of complexity).   

Increased motivation, inspiration, intellectual stimulation and high involvement 

type of empowerment under transformational leadership allow department managers to 

make effective decisions without first referring to their senior managers.  The above 

explanation suggests that a combination of department managers’ perceptions of the 

general manager’s transformational leadership style in a highly competitive 

environment would allow them to respond to various operating budget-related decisions 

promptly.  This is because subordinate managers under transformational leadership are 

highly inspired, intellectually stimulated and motivated.  Thus, it is likely that they 

would achieve high financial performances consisting of meeting operating budgets as 

well as making appropriate cost reductions without compromising on the quality of 

products and services.  Accordingly, the following hypothesis has been developed. 

H6 (a) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their general 

manager’s transformational leadership style affecting financial 

performance. 

2.5.3(b) Competition and transformational leadership style on non-

financial performance indicators: capacity utilisation 

As noted in Sections 1.2.2 and 2.4.1, high levels of uncertainty are evident in the 

competitive environment and this is further increased due to the complexity of 

department managers’ jobs and the hotel industry’s unique characteristics.  A 

combination of uncertainty and job complexity restricts department managers from fully 

utilising the capacity of guest bedrooms, banquet facilities and restaurant and bar seats.   
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McTaggart et al. (1999) and Metters et al. (2003) point out that in four and five 

star hotel and resort, simply attaining a high level of occupancy is not enough; there 

needs to be a balance between high occupancy and high average daily room rate to 

maximise the revenue.  General Managers’ transformational leadership style can assist 

in this regard as they share the organisational vision and inspire, and intellectually 

stimulate subordinates (Burns, 1978).  This result in motivated and empowered 

subordinates (Bass & Avolio, 1994; Conger & Kanungo, 1987; Sparrowe, 1994), who 

can develop the most efficient systems and processes as well as satisfy customers needs 

(Mullins, 1999; Robbins, 2000). 

As noted above, transformational leaders succeed in achieving high levels of 

motivation, inspiration, intellectual stimulation and high involvement type of 

empowerment, which assists department managers in making effective decisions related 

to increasing guest bedroom occupancy, food and beverage area occupancy as well as 

average daily room rate and average spend on food and beverages.  Hence, a 

combination of department managers’ perceptions of the general manager’s practise of 

transformational leadership style in a highly competitive environment would allow them 

to act in response to important operational decisions.  Because department managers 

under transformational leadership style are highly inspired, intellectually stimulated and 

motivated, it is expected that they would accomplish high non-financial performance: 

capacity utilisation consisting of increased occupancy and average spend in their 

respective departments.  Accordingly, the following hypothesis has been developed. 

H6 (b) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their general 

manager’s transformational leadership style affecting non-financial 

performance indicators: capacity utilisation. 
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2.5.3(c) Competition and transformational leadership style on non-

financial performance indicators: quality of staff and customer 

relationships 

In the competitive environment managers try to distinguish their products and 

services from competitors on the basis of superior quality customer service.  Powers and 

Barrows (1999) and Sparrowe (1994) state that the hotel industry is identified as a 

“people-oriented business”, and particularly in four and five star hotels, customers 

expect highly personalised service.  As such, general managers are required to prepare 

their department managers, who in turn would prepare their subordinates to effectively 

and efficiently identify and implement processes and systems to improve the 

relationship between staff and customers.  Barsky (1992), Edwards (1992), Heskett et 

al. (1990), Hirst (1992), Oh and Parks (1997), Schmenner (1995) and Voss et al. (1998) 

found that motivated staff was able to provide superior quality customer services and 

achieve customer loyalty.  Banker et al. (1998) also state that in the competitive 

environment managers are required to pay greater attention to customer needs.  

Therefore, the maintenance of customer satisfaction and employee professional 

development is critical for the long-term success of the hotel business.   

The literature suggests that transformational leadership succeeds in motivating 

and empowering employees (Bass 1985; Mullins 1999).  Furthermore, in four and five 

star hotels, considerable attention is paid to the quality of personalised customer service 

(Royal Automobile Club of Queensland, 1999).  For example, personalised service 

involves face-to-face interactions between staff and customers, and allows customers a 

high degree of flexibility in product composition as well as its delivery modes.  The 

achievement of high standard of personalised customer service requires managers to 

display excellent job skills and high levels of motivation.   
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It is envisaged that a combination of department managers’ perceptions of their 

general manager’s transformational leadership style and the highly competitive 

environment would allow them to respond effectively to decisions related to improving 

the quality of staff and customer relationships.  For example, specific decisions 

concerning staff development programs and raising staff morale, as well as decision 

affecting customer satisfaction and encouraging repeat buying behaviour would be 

better managed working under a transformational leader in the competitive 

environment.  This is because department managers under a transformational leadership 

style are highly inspired, intellectually stimulated and motivated.  Moreover, the 

competitive environment compels department managers to make accurate decisions.  It 

is expected that department managers would achieve high non-financial performance in 

the area of quality of staff and customer relationships.  Accordingly, the following 

hypothesis has been developed. 

H6(c) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their general 

manager’s transformational leadership style affecting quality of staff and 

customer relationships. 

2.5.3(d) Competition and transformational leadership style on overall 

departmental performance indicators: overall change in 

departmental performance  

In a highly competitive environment, managers try to distinguish their products 

and services from competitors based on higher quality and lower prices (Buckhiester, 

2003; Khandwalla, 1972; Kim et al., 2004; Wearne, 1994).  According to Powers and 

Barrows (1999) and Sparrowe (1994), the four and five star segment of the hotel 

industry is considered to be a “people-oriented business”, where customers expect 
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highly personalised service.  To adequately cope with customers’ demands, general 

managers are required to prepare their department managers to effectively and 

efficiently implement processes and systems to improve the overall performance.  

Barsky (1992), Edwards (1992), Heskett et al., (1990), Hirst (1992), Oh and Parks 

(1997), Schmenner (1995) and Voss et al., (1998) found that motivated staff was able to 

provide superior quality customer service and attain higher level of customer loyalty.  

Indeed, senior manager’s transformational leadership style assists in inspiring, 

intellectually stimulating, motivating as well as empowering department managers to 

make on-the-spot decisions (Bass & Avolio, 1994; Burns, 1978; Conger & Kanungo, 

1987; Sparrowe, 1994). 

Overall, departmental performance permits department managers to recognise 

the changes occurring over the past two years rather than an indication of performance 

based on a specific period in time.  Also, it allows managers to put across a holistic 

view of the department’s total performance and offers the flexibility of offsetting the 

shortcomings of one performance dimension with the benefits of another performance 

dimension (Rangone, 1997).   

It is anticipated that in the competitive environment, the hotel general manager’s 

practise of transformational leadership style would empower department managers and 

bring decision-making to the point of contact.  Such a level of efficiency would expedite 

decision-making and improve overall performance consisting of financial and non-

financial aspects.  Based on the above explanation, the following hypothesis has been 

developed.   

H6(d) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their general 

manager’s transformational leadership style affecting change in overall 

departmental performance over the past two years. 
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2.5.3(e) Competition and transformational leadership style on overall 

departmental performance indicators: overall change in 

departmental revenue 

As discussed in Section 2.4.1.1, intense market competition creates 

environmental uncertainty, which is further increased due to hotel department 

managers’ job complexity and their department’s cost structure [see Section 2.4.2.1 for 

a complete discussion].  In such circumstances, one of the major concerns of managers 

is to raise the level of departmental revenue.  Jagels and Coltman (2004) and Kotas 

(1999) point out that increased revenue can be achieved by making on-going 

improvements in products and services (i.e., extending the range of products, services 

and customer base, upgrading the existing products and services, and improving 

existing systems and processes).  Chong and Rundus (2004), Metters et al, (2003) and 

Slack et al., (2004) contend that the way subordinate managers are managed determines 

their success in implementing continuous improvements.   

In four and five star hotels in particular, the general manager’s transformational 

leadership style is important, because the success of these hotels is reliant upon a 

positive interaction between customers and staff (Tracey & Hinkin, 1996).  It has been 

explained previously that transformational leadership style motivates and empowers 

subordinates by sharing the organisational vision and inspiring and intellectually 

stimulating them (Bass & Avolio, 1997).  Senior managers (i.e., general managers) 

assign significant decision-making responsibilities lower down the organisational 

structure and encourage subordinates to accomplish various goals (Burns, 1978; Tichy 

& Devanna, 1986).  (See detailed discussion in Section 2.5.3.)  As a result, 

transformational leaders prepare department managers to make effective decisions 

without first referring to their senior managers.  There is sufficient research evidence 
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supporting the effectiveness of the transformational leadership style (Hinkin & Tracey, 

1994; Keller, 1995; Zwingman-Bagley, 1999).   

The above explanation suggests that a combination of department managers’ 

perceptions of the highly competitive environment and their general manager’s 

transformational leadership style would allow them to respond to various operational 

decisions related to improving departmental revenue.  This is because subordinate 

managers under transformational leadership are highly inspired, intellectually 

stimulated and motivated.  Therefore, it is likely that department managers would have 

achieved high overall departmental revenue improvements over the past two years.  

Accordingly, the following hypothesis has been developed. 

H6(e) There is a significant interaction between hotel department managers’ 

perceptions of the intensity of market competition and their general manager’s 

transformational leadership style affecting change in overall departmental revenue 

over the past two years. 

 

2.6 Three-way interactions 

2.6.1 Transformational leadership style, competition and MAS information 

use on departmental performance 

The general manager’s practise of transformational leadership in four and five 

star hotels is important, since the success of these hotels is heavily dependent upon 

favourable dealings between staff and customers (Tracey & Hinkin, 1996).  For 

instance, a transformational leadership style motivates and empowers subordinates by 

sharing the organisational vision and inspiring and intellectually stimulating them (Bass 

& Avolio, 1997).  As such, transformational leaders coach their subordinate managers 

to be independent in making effective decisions, and delegate considerable decision-
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making responsibilities to them (Burns, 1978; Tichy & Devanna, 1986).  There is 

sufficient research evidence supporting the effectiveness of a transformational 

leadership style (Hinkin & Tracey, 1994; Keller, 1995; Zwingman-Bagley, 1999).  See 

Section 2.4.2 for a detailed discussion on transformational leadership style.   

The effects of intense market competition are felt when competing businesses 

begin to sell the same or better quality products and services at lower prices, and 

increase their marketing efforts (Khandwalla, 1972).  Moreover, in the case of hotels, 

competition is the result of increasing globalisation, information technology and quality 

awareness (Brander Brown & Atkinson, 2001; Jogaratnam et al., 1999; Wall Street 

Journal, 2003; Wolff, 2004), and supply and demand (Buckhiester, 2003; Kim et al., 

2004; Wearne, 1994).  See Section 2.3.1 for a detailed discussion on market 

competition.   

A combination of the general manager’s transformational leadership style 

(creating increased decision-making responsibility) and intense market competition 

(creating high environmental uncertainty) coupled with the unique characteristics of the 

hotel industry (creates job complexity) requires department managers to make a large 

number of complex decisions.  It is contended that increased and more complex 

decision-making responsibilities encourage department managers to extensively use 

broad scope MAS information.  Indeed, the use of pertinent information in making 

complex decisions improves the effectiveness of decisions.  It is argued that while 

transformational leadership style effectively empowers subordinate managers and 

motivates them to make complex decisions, the intense market competition warns them 

of the seriousness of the situation and drives them to compete.   

Gordon and Narayanan (1984) supported the above notion and reported that 

under high perceived environmental uncertainty, senior managers’ use of organic types 

of organisational structure and subordinate managers’ extensive use of broad scope 
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MAS information resulted in improved performance.  Similarly, Gul and Chia (1994) 

reported a positive and significant three-way interaction between perceived 

environmental uncertainty, decentralisation and broad scope as well as aggregation 

MAS information use affecting managerial performance.  In other words, a suitable 

match between perceived environmental uncertainty, decentralisation and subordinate 

managers’ extensive use of broad scope and aggregation MAS information resulted in 

improved managerial performance.   

It is argued that the complexity of decisions, as well as the number of decisions 

department managers are required to make, depend upon their general manager’s 

leadership style, department managers’ perceptions of the intensity of market 

competition and their use of broad scope MAS information affecting departmental 

performance.  Eisenhardt (1989), Milliken (1990) and Simon (1987) point out that in a 

highly competitive environment considerable uncertainty is generated, leading to 

department managers losing control of the situation.  Indeed, the success of decisions 

depends upon the extent of the department manager’s use of broad scope MAS 

information, which helps in gaining full control over the work situation.  Chenhall and 

Morris (1986) and Gordon and Narayanan (1984) suggest that the extensive use of 

broad scope MAS information assists department managers in decreasing high levels of 

environmental uncertainty and job complexity, and increasing the accuracy of decisions 

being made.   

The above explanation proposes that the level of market competition and the 

senior manager’s transformational leadership style will influence the use of broad scope 

MAS information.  To accomplish improved departmental performance there must be a 

suitable match between market competition, broad scope MAS information use and 

transformational leadership style.  In other words, hotel departmental performance will 

be affected by a three-way interaction between the market competition, the general 
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manager’s transformational leadership style and the department managers’ use of broad 

scope MAS information.  Based on the above discussion the following hypothesis has 

been developed.  

H7 There is a three-way interaction between department managers’ 

perceptions of their general manager’s transformational leadership style, 

the intensity of market competition and broad scope MAS information use 

affecting departmental performance consisting of: 

Financial performance indicator 

(a)  Financial performance  

Non-financial performance indicators  

(b)  Capacity utilisation 

(c)  Quality of staff and customer relationships  

Overall departmental performance indicators  

(d)  Overall change in departmental performance over the past two years  

(e)  Overall change in departmental revenue over the past two years. 

2.6.1.1 High transformational leadership style, high (low) competition and 

high (low) MAS information use on departmental performance 

Hinkin and Tracey (1994), Kirkpatrick and Locke (1996), Sparrowe (1994) and 

Tracey and Hinkin (1996) contend that hotel general managers scoring high on 

transformational leadership tend to hand over greater decision-making responsibilities 

to their subordinate managers than low scoring general managers.  Moreover, 

researchers such as Bass (1990) and Ristow et al., (1999) reported that high 

transformational leaders were more effective than low transformational leadership.   

In addition, the intensity of market competition is felt when competitors offer 

similar or better quality products and services at lower prices, and they increase their 

marketing efforts (Khandwalla, 1972).  Particularly, in hotels competition is felt due to 
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increased globalisation, information technology and customers awareness of quality as 

well as change in supply and demand for its products and services (Brander Brown & 

Atkinson, 2001; Buckhiester, 2003; Jogaratnam et al., 1999; Kim et al., 2004; Wall 

Street Journal, 2003; Wearne, 1994; Wolff, 2004).  See Section 2.4.1 for a discussion on 

market competition. 

A combination of the general manager’s transformational leadership style and 

the competitive environment creates increased decision-making responsibility and 

dealing with complex decisions.  This encourages department managers to make 

extensive use of broad scope MAS information.  In an uncertain environment the use of 

pertinent information for making a large number of complex decisions helps in 

improving the decisions effectiveness.  This is because, while a transformational 

leadership style genuinely empowers subordinates and prepares them to make some 

complex decisions, the intense market competition warns department managers of the 

seriousness of the situation and compels them to respond to competitors’ actions.  

Gordon and Narayanan (1984) reported that performance improves when subordinate 

managers perceive high environmental uncertainty and make extensive use of broad 

scope MAS information under an organic type of organisational structure.  Gul and Chia 

(1994) also found performance improvements with strategic business unit managers’ 

high-perceived environmental uncertainty and extensive use of broad scope and 

aggregated MAS information under decentralised organisational structure.   

It has been suggested that to reduce the effects of high uncertainty (caused by 

intense market competition), high use of broad scope MAS information helps in 

improving performance.  However, Chia (1990) and Gul and Chia (1994) report that 

under low market competition, department managers are able to make relatively 

accurate decisions with low use of broad scope MAS information, as they are able to 
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interpret the environment with a high degree of confidence and experience improved 

performance.   

Therefore, consistent with the approach of Bass (1990) and Ristow et al. (1999), 

in this study, the contingency theory provides the foundation for the following 

directional hypotheses, where transformational leadership style is dichotomised into 

high and low categories to examine its effects on high (low) intensity of market 

competition and high (low) use of broad scope MAS information on departmental 

performance.  In the next section, the three-way interaction between high (low) 

transformational leadership style, high (low) market competition and high (low) broad 

scope MAS information use and its effects on departmental performance is discussed.  

The four situations are shown in Table 2.2. 

 

Table 2-2 
Effects of high transformational leadership style, competition and MAS 
information use on departmental performance   
 

Situations Transformational 
leadership Competition MAS 

information 
Departmental 
performance 

1 High High High High 
2 High High Low Low 
3 High Low High High 
4 High Low Low High 

 

As noted earlier, the general manager’s transformational leadership style offers 

significantly more autonomy and genuinely empowers subordinates to make a large 

number of complex decisions, as well as prepares them to effectively manage the 

competitive environment (Hinkin & Tracey, 1994; Kirkpatrick & Locke, 1996; 

Sparrowe, 1994; Tracey & Hinkin, 1996) and complex jobs (Mia & Patiar, 2002).  

According to Eisenhardt (1989), Milliken (1990) and Simon (1987), a highly 

competitive environment creates increased levels of uncertainty.  Since supply of hotels’ 

products and services exceeds their demand (Kim et al., 2004; Wearne, 1995) and 
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competing hotels tend to reduce their room rates (Baum & Haveman, 1997; 

Buckhiester, 2003; Roginsky, 1995).  Moreover, Khandwalla (1972) points out that 

competing businesses begin to provide increased variety and superior quality products 

and services as well as intensify marketing efforts, such as advertising, sales promotions 

and merchandising.  In this regard, broad scope MAS information can assist department 

managers to effectively execute added responsibilities (i.e., through a high 

transformational leadership style) and reduce uncertainty (Chenhall & Morris, 1986; 

Gordon & Narayanan, 1984).   

 

Situations 1, 3 and 4   

Situation 1 comprises a match between high transformational leadership style, 

high market competition and high use of broad scope MAS information, and it is likely 

to result in the high level of departmental performance.  This is because hotel general 

manager’s high transformational leadership style empowers (i.e., offers greater 

autonomy) and achieves higher levels of motivation among department managers as 

well as creating a work environment that is favourable for realising an individual’s full 

potential (Hinkin & Tracey, 1994; Kirkpatrick & Locke, 1996; Sparrowe, 1994; Tracey 

& Hinkin, 1996).  Moreover, department managers’ perceptions of the high intensity of 

market competition increase their awareness of the serious situation created by 

uncertainty in the environment.  Department managers’ high use of broad scope MAS 

information allows them to incorporate all the pertinent information gathered from 

different sources and assists them in making complex decisions (i.e., due to high 

competition and managers job complexity) and a large number of decisions (i.e., high 

involvement type of empowerment through high transformational leadership style) more 

effectively (Chenahall & Morris, 1986; Chong & Chong, 1997; Fry & Slocum, 1984; 

Gordon & Narayanan, 1984; Mia, 1993).   
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Therefore, high level of departmental performance is subject to the interaction 

between the general manager’s high transformational leadership style, the department 

managers’ perceptions of the high intensity of market competition and their high use of 

broad scope MAS information.   

Situation 3 comprises a match between high transformational leadership style, 

low market competition and high use of broad scope MAS information, and it is likely 

to result in high departmental performance.  As previously stated, high transformational 

leadership style provides ideal conditions for subordinates to be more creative, 

motivated, and be empowered (Bass, 1985; Bass & Avolio, 1997; Mullins, 1999).  In 

this situation, department managers’ complex decision-making responsibility 

significantly rises and the decisions would be better made with the help of high broad 

scope MAS information use (Chenahall & Morris, 1986; Chong & Chong, 1997; Fry & 

Slocum, 1984; Gordon & Narayanan, 1984; Mia, 1993).  However, in low market 

competition the level of environmental uncertainty declines and offers little threat to 

hotels in attracting sufficient business.  In other words, high demand for hotel products 

and services are perhaps due to expansion of the economy, development of local 

attractions and aggressive national and international marketing of the region.   

Under low market competition, department managers would be in a stronger 

position to predict environmental changes accurately with limited use of broad scope 

MAS information according to their specific needs and still make sound decisions 

(Tushman & Nadler, 1978).  For instance, hotel department managers may still be able 

to achieve high average daily room rate and average spend on food and beverages, 

provide superior quality products and services as well as target the high yielding 

segment of the market.  It is argued that motivated and creative department managers 

would be better able to provide continuous improvements in products, services and 
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processes, and produce high departmental performance, as there is lack of any threat 

from competitors.   

Situation 4 comprises a match between high transformational leadership, low 

market competition and low use of broad scope MAS information to possibly result in 

high departmental performance.  Since high transformational leadership style empowers 

and highly motivates department managers, they end up making considerable more 

decisions (Bass, 1985; Bass & Avolio, 1997; Mullins, 1999).  However, low intensity of 

market competition means that there is virtually no threat from the broader environment 

or from competitors in terms of price reductions, aggressive marketing and extension of 

the products and services range.  In other words, low environment uncertainty allows 

department managers to better predict changes in the market and customer 

requirements.  Accordingly, low use of broad scope MAS information would be more 

than adequate for improving products, services and processes, as well as making sound 

business decisions.  Therefore, it is anticipated that in spite of department managers’ 

low use of broad scope MAS information, they would achieve high performance under 

high transformational leadership and low market competition.   

Gerloff (1985), Gul (1991) and Gul and Chia (1994) state that making extensive 

use of broad scope MAS information under low market competition can put 

unnecessary burden on managers and may hamper performance.  However, it is argued 

in this study that hotel department managers are an integral part of the senior 

management team and are specialists in their field.  With the rise in the intensity of 

market competition, hotel department managers would adjust and make use of the most 

relevant broad scope MAS information necessary for a particular decision.  Hence, 

department managers’ continual use of broad scope MAS information should not affect 

departmental performance.   
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According to the above discussion, while situations 1, 3 and 4 produce high 

departmental performances, it is suggested that situation 1 would result in a higher 

departmental performance than situations 3 and 4.  This is because under a high 

transformational leadership style a general manager would delegate considerably more 

decision-making responsibilities to their department managers.  Moreover, high 

competition would also increase the level of environmental uncertainty and force 

department managers to make more use of broad scope MAS information to decrease 

the level of environment uncertainty.  As a result, high departmental performance is 

achieved.  In situation 3, where low competition means the work environment is fairly 

stable and certain department managers would only use absolutely necessary 

information for making decisions.  Similarly, in situation 4, the low level of competition 

is matched with low use of broad scope MAS information.  During low competition, 

low use of broad scope MAS information is likely to result in somewhat lower 

performance than when there is a match between high competition and high use of 

broad scope MAS information, as in situation 1.   

Hence, a match between the general manager’s high transformational leadership 

style, high (low) intensity of market competition and high (low) use of broad scope 

MAS information is likely to result in high financial, non-financial (capacity utilisation 

and quality of staff and customer relationships) and overall departmental performance 

and revenue.  Based on the above discussion, the following hypothesis has been 

developed.   

H8.0: A combination of high transformational leadership style, high (low) 

intensity of market competition and high (low) use of broad scope MAS 

information will result in high performance consisting of:  

Financial performance indicator 

(a) Financial performance  
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Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

Situation 2 

Situation 2 comprises a mismatch between high transformational leadership 

style, high market competition and low use of broad scope MAS information, and it is 

likely to result in low departmental performance.  This is because low use of broad 

scope MAS information fails to support the high transformational leadership style (i.e., 

increased decision-making responsibilities due to high involvement type of 

empowerment and motivation).  Furthermore, low use of broad scope MAS information 

does not help in reducing high levels of environmental uncertainty caused by high 

intensity of market competition (i.e., requires making complex decisions).  More 

importantly, department managers’ low use of broad scope MAS information does not 

allow them to incorporate vital pieces of information from different sources to make 

increased number of decisions as well as complex decisions.  It is likely that insufficient 

use of broad scope MAS information under high transformational leadership style and 

high market competition will result in vague and inferior quality decisions, leading to 

lower departmental performance.   

In summary, a mismatch of the general manager’s transformational leadership 

style and department managers’ perceptions of the high intensity of market competition, 

if not adequately supported by broad scope MAS information use would result in low 

performance.  In other words, a combination of high transformational leadership style 
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and low use of broad scope MAS information under high market competition is likely to 

be associated with low performance in terms of financial and non-financial performance 

(capacity utilisation and quality of staff and customer relationships), and overall change 

in departmental performance and revenue.  Accordingly, the following hypothesis is 

developed. 

H8.1: A combination of high transformational leadership style, high intensity of 

market competition and low use of broad scope MAS information will 

result in low performance consisting of:  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

2.6.1.2 Low transformational leadership style, high (low) competition and 

high (low) MAS information use on departmental performance 

Table 2.3 illustrates the four situations of expected levels of departmental 

performance under three-way interaction between the general manager’s low 

transformational leadership, high (low) intensity of market competition and high (low) 

use of broad scope MAS information.  
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Table 2-3 
Effects of low transformational leadership style, competition and MAS 
information use on departmental performance  
 

Situations Transformational 
leadership Competition MAS 

information 
Departmental 
performance 

5 Low High High Low 
6 Low High Low Low 
7 Low Low High High 
8 Low Low Low High 

 

It has already been discussed previously in section 2.6.1.1 that the general 

manager’s low transformational leadership style involves handing over a limited range 

of decision-making responsibilities to department managers (Hinkin & Tracey, 1994; 

Kirkpatrick & Locke, 1996; Sparrowe, 1994; Tracey & Hinkin, 1996).  Furthermore, 

Eisenhardt (1989), Milliken (1990) and Simon (1987) state that in a highly competitive 

environment, considerable uncertainty is created due to managers’ lack of control over 

the situation.  Other researchers point out that managers can reduce the level of 

uncertainty and improve the accuracy of decisions by making extensive use of broad 

scope MAS information (Chenhall & Morris, 1986; Gordon & Narayanan, 1984).  

Therefore, it is expected that a combination of low transformational leadership, high 

(low) intensity of market competition and high (low) broad scope MAS information use 

may cause somewhat inferior performance, as compared to situations with high 

transformational leadership.  Next, situations 5, 6, 7 and 8 are discussed. 

 

Situations 5 and 6 

Situations 5 and 6 are inclined to generate low performance.  Consider situation 

5 that comprises a mismatch between high intensity of market competition and high use 

of broad scope MAS information under low transformational leadership that is likely to 

result in low departmental performance.  For instance, the hotel general manager’s low 

transformational leadership style would offer limited autonomy and decision-making 
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power to the department managers.  The highly competitive environment causes 

increased levels of environmental uncertainty, because considerable changes in 

customers’ desires and competitors’ actions are taking place.  Despite this, department 

managers’ high use of broad scope MAS information in a highly competitive 

environment would not allow full control over the uncertain environment due to the 

general manager’s low transformational leadership style.   

Now consider situation 6 that comprises a mismatch between high intensity of 

market competition (i.e. providing an uncertain environment) and low use of broad 

scope MAS information under low transformational leadership (i.e. offering limited 

decision-making power to department managers).  Such a mismatch is likely to result in 

low departmental performance.  This is because the uncertain environment is not 

adequately supported by department managers’ low use of broad scope MAS 

information and is further worsened by limited decision-making power delegated to 

department managers.   

Following the above discussion, it is argued that a mismatch between low 

transformational leadership, high intensity of market competition and high (low) use of 

broad scope MAS information would be associated with low performance in terms of 

financial and non-financial performance (capacity utilisation and quality of staff and 

customer relationships), and overall change in departmental performance and overall 

change in departmental revenue.  Accordingly, the following hypothesis has been 

developed. 

H9.0 A mismatch of low transformational leadership style, high intensity of 

market competition and high (low) use of broad scope MAS information 

will result in low performance consisting of:  

Financial performance indicator 

(a) Financial performance  
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Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

d) Overall change in departmental performance over the past two years  

e) Overall change in departmental revenue over the past two years. 

 

Situations 7 and 8 

Situation 7 comprises a match between low intensity of market competition (i.e., 

providing stable environment) and high use of broad scope MAS information under low 

transformational leadership (i.e., offering limited decision-making power to department 

managers).  Indeed, under the situation of low transformational leadership style and low 

intensity of market competition, department managers’ high use of broad scope MAS 

information will result in high departmental performance, since there is little or no 

threat imposed by the market competition.   

Now consider situation 8 comprising a match between low intensity of market 

competition (i.e., providing a fairly stable environment) and low use of broad scope 

MAS information under low transformational leadership (i.e., offering limited decision-

making power to department managers).  Such a match is likely to result in high 

departmental performance because a combination of a fairly stable environment and 

limited decision-making power to department managers is adequately supported by their 

low use of broad scope MAS information.   

To sum up, in hotels a match of low transformational leadership style, low 

intensity of market competition perceived by department managers, and their high (low) 

use of broad scope MAS information is likely to be associated with high performance in 

terms of financial and non-financial performance (capacity utilisation and quality of 
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staff and customer relationships), and overall departmental performance and revenue.  

Accordingly, the following hypothesis has been developed. 

H9.1 A match of low transformational leadership style, low intensity of market 

competition and high (low) use of broad scope MAS information will result 

in high performance consisting of: 

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

2.7 Chapter summary 

This chapter discussed a number of relationships between independent variables 

and dependent variables.  In the first set of relationships, the direct effects of hotel 

department managers’ perceptions of the intensity of market competition and 

departmental performance, the general manager’s transformational leadership style and 

departmental performance, followed by hotel department managers’ use of broad scope 

MAS information and departmental performance were discussed and appropriate 

hypotheses were developed.   

The effects of two-way interactions between department managers’ perceptions 

of the intensity of market competition and the use of broad scope MAS information on 

departmental performance, and the effects of the general manager’s transformational 

leadership style and department managers’ use of broad scope MAS information on 

departmental performance were discussed.  This was followed by a discussion of the 
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effects of department managers’ perceptions of the intensity of market competition and 

the general manager’s transformational leadership style on departmental performance 

and appropriate hypotheses for each relationship were developed.   

Next, the effects of three-way interactions between department managers’ 

perceptions of the intensity of market competition, the general manager’s 

transformational leadership style and their use of broad scope MAS information on 

departmental performance were discussed and appropriate hypotheses were developed.  

In addition, a model used to examine the effects of high (low) intensity of market 

competition and high (low) use of broad scope MAS information under high (low) 

transformational leadership on departmental performance, and appropriate directional 

hypotheses were developed.   

The following chapter discusses the national cultural theory and applies it to the 

performance model.  This leads to the development of appropriate hypotheses for 

testing. 
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CHAPTER 3.0  -   NATIONAL CULTURE 
 

3.1 Introduction 

Improved communication and transportation, as well as the introduction of the 

General Agreement on Tariffs and Trade (GATT), have made great contributions to 

increasing globalisation (Gaither & Frazier, 2002).  As a result, several developed 

countries are taking advantage of business opportunities and opening businesses in 

different countries having dissimilar “national” cultures (Slack et al., 2004).  National 

culture relates to a set of traditions, values and beliefs that are shared by a group of 

people (Hofstede, 1980).  Indeed, individuals in different cultures subconsciously 

absorb a variety of values and beliefs from their family and the environment, and 

display distinct attitudes and behaviours (Barnouw, 1963).  According to Chow et al., 

(1991), Harrison (1992), Hofstede (1991) and O’Connor (1995), foreign companies 

have a tendency to use their own management control systems in the host countries 

without taking into account cultural sensitivities.  Therefore, the effect of national 

culture on the relationship between management practices and control systems affecting 

performance is an important area of research. 

This chapter is organised in three sections, as follows.  The first section provides 

the justification for the inclusion of national culture in the current study of the 

relationship between hotel department managers’ perceptions of the intensity of market 

competition, the general manager’s transformational leadership style and use of 

management accounting systems (MAS) information on departmental performance.  

Section two explains the theoretical background of national culture and in particular, the 

two dimensions of national culture used in this study, namely power distance and 

individualism.  Section three discusses the effects of the high (low) intensity of market 

competition, the general manager’s high (low) transformational leadership style and 
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their high (low) use of MAS information on departmental performance, taking into 

account national culture, and developing appropriate hypotheses for testing. 

3.2 Justification for cross-cultural research  

There are three main reasons supporting research into management control 

systems and management practices in Australia, “a proxy for a western developed 

nation that is predominately Anglo-Saxon” and India “a proxy for an eastern developing 

nation characterised by an oriental culture”.   

First, over recent years, increasing globalisation has seen expansion in 

businesses all around the world (Gaither & Frazier, 2002).  The hotel industry is also 

affected by globalisation, as several hotel companies based in Europe, the UK and the 

USA are opening properties in the suitable locations overseas (Guerrier & Deery, 1998).  

In particular, both the Australian and Indian tourism industries have succeeded in 

attracting several international hotel chains to open hotels in their respective countries 

due to attractive locations and huge economic growth potential (Leiper, 2003; McIntosh 

& Goeldner, 1990; Tribe, 1999).   

Second, despite several hotel companies operating hotels in different national 

cultures, there is a lack of national culture-related research in the hotel industry 

(Guerrier & Deery, 1998).  Most research in the industry tends to be limited to 

travellers’ and customers’ buying behaviour (Dann, 1990; Grurrier & Lockwood, 1991; 

Mwaura, Sutton & Roberts, 1998).  Consequently, Olson and Roper (1998) argue in 

favour of undertaking national culture research in the hotel industry to fill the gap in the 

literature. 

Third, according to Chow et al., (1991), Harrison (1992), Hofstede (1991) and 

O’Connor (1995), most of the existing management practices and control systems were 

developed in western countries for their own environment.  They add that the same 

management control systems and practices are absorbed into new environments without 
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taking any account of national cultural differences.  It is argued that this may affect 

business performance in the host country, because individuals from dissimilar cultures 

acquire different values over the years, influencing their attitude and behaviour 

(Helgstrand & Stuhlmacher, 1999; Hofstede, 1980).  In such situation the universal 

application of different management systems and practices is risky.   

For example, Daley, Jiambalro, Sunders and Kondo (1985) found that the USA 

and Japanese managers’ attitudes towards various management control systems and 

their desire to work as a group or individually differed significantly.  Similarly, 

Newman and Nollen (1996) reported that a match between national culture, 

management practices and control systems produced high performance, while a 

mismatch between national culture, management practices and control systems 

produced low performance.   

Therefore, it may be concluded that the effect of department managers’ 

perceptions of market competition, their general manager’s transformational leadership 

style and their use of MAS information on departmental performance in different 

cultures is likely to vary, given that different cultures have clusters of attitudes and 

behaviours embedded among individuals over many years (Hofstede, 1980).  Based on 

the above reasoning, the aspect of national culture in the present study is included. 

3.3 Theoretical background of national culture 

Culture is expressed as widespread values, rituals, symbols and collective events 

common to a particular group of individuals (Hofstede, 1980).  More specifically, 

Hofstede defines national culture as “a refinement and collective programming of mind, 

distinguishing different (individuals), who have learned a variety of behaviours from 

their environment and developed a pattern of thinking, feeling and potential acting” 

(Hofstede, 1984, p. 21).  In fact, learning for an individual begins at home and is 

developed through the education system and the environment. 
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Hofstede (1980) examined the work-related values of IBM employees in 53 

countries using a self-administered questionnaire to understand national cultural 

differences.  He established the relationship between nationality and work values, and 

presented four dimensions: power distance, individualism, uncertainty avoidance, and 

masculinity.  At a later date, Hofstede and Bond (1988) added a fifth dimension of 

Confucian dynamism.   

For this research, two dimensions of national culture, namely power distance 

and individualism are selected, because Hofstede (1980) links these with the leadership 

styles of senior managers and management control systems, and the same dimensions 

for Australia and India are mainly opposing on job-related features.  In addition, Chow 

et al. (1994), Chow, Shields and Wu (1996) and Lau et al. (1997) support the use of the 

same dimensions and explain that they are sufficient to establish cultural differences in 

organisational settings.  The following section discusses Hofstede’s (1980) power 

distance and individualism dimensions. 

3.3.1 Power distance 

Power distance is the relationship between different groups of people in society 

and the individual’s level of acceptance for inequitable distribution of power (Hofstede, 

1980).  On one hand, cultures scoring high on power distance tend to respect their 

parents and elders, and readily accept their decisions (Hofstede, 1980).  Hofstede also 

reported that these individuals are likely to express a preference for centralised control 

and show a lack of desire to participate in decision-making.  On the other hand, cultures 

scoring low on power distance tend to display independent behaviour, express a 

preference for decentralisation and show a desire to actively participate in decision-

making (Hofstede, 1980).  This indicates that different cultures have varying degrees of 

tolerance for inequality, and it is a consequence of the individual’s values and beliefs 

inherited and learnt over time.  According to Cohen, Plant and Sharp (1995) and 
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Hofstede (1980) an individual’s desire to be or not to be involved in decision-making 

has important implications for the general managers’ leadership style and department 

managers use of MAS information.  Table 3.1 contrasts the features of low and high 

power distance dimensions of national culture, and concentrates on the individual’s life 

at home, school and the workplace. 

 

Table 3-1 
Features of low and high power distance  
 

Low power distance High power distance 
Inequalities should be curtailed. Inequalities are probable and preferred. 
There should be interdependence between all levels of 
people.  

Less powerful people should be dependent upon more 
powerful people. 

Parents and children are treated as equals. Parents and children are not treated as equal. 
Teachers expect initiatives from students. Teachers take all initiatives.  
Teachers are experts who transfer impersonal truths. Teachers transfer personal wisdom. 
Students treat teachers as equals. Students treat teachers with respect. 
Less educated people hold more authoritarian values 
than more educated people. 

Both more and less educated people hold equally 
authoritarian values.  

Organisational hierarchy is designed for convenience. Organisational hierarchy is designed for maintaining 
inequality. 

Decentralisation is common. Centralisation is common. 
Salary difference between the senior and junior 
manager is narrow. 

Salary difference between the senior and junior 
manager is wide. 

Subordinates expect to be consulted. Subordinates expect to be given orders. 
The ideal senior manager is consultative. The ideal senior manager is autocratic. 
Among senior manager, privileges and status symbol 
are frowned upon. 

Among senior manager, privileges and status symbols 
are expected and are common. 

Source: Adapted from Hofstede, G. (1991). Cultures and organisations: Software of mind. Berkshire: McGraw 
Hill, p. 37. 

 

Hofstede’s (1980) results reveal that Australia and India are situated at opposite 

ends of the scale of 0 to 100.  Australia scored 36, which is well below the average 

mean of 51, and was labelled as a low power distance culture.  India scored 77, which is 

well above the average mean of 51, and was labelled as a high power distance culture.  

It is argued that the power distance scores of Australian and Indian hotel managers are 

likely to be consistent with Hofstede’s (1980) results and reflect a significant difference.  

Based on the above discussion the following hypothesis has been developed.   
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H10 The power distance score of hotel department managers in Australia will be 

significantly lower than that of their counterparts in India. 

3.3.2 Individualism  

Individualism is the degree to which an individual integrates into a group and 

reflects the culture’s status (Hofstede, 1980).  First, high individualism focuses on 

satisfying an individual’s personal interest and the interests of their immediate family.  

They belong to a loose-knit community, have a desire for uniqueness, place importance 

on self-interest and tend to openly discuss their personal concerns with elders and 

seniors.  High individualism cultures tend to prefer a sizeable level of independence at 

work, and offer jobs based on merit (Hofstede, 1991).  Moreover, there is a high level of 

economic interdependency between the employer and employees, and neither party 

genuinely feels loyal towards one another. 

Second, low individualism focuses on extending an individual’s personal 

interests to a group or an organisation, in exchange for loyalty.  They belong to a close-

knit community and have a tendency to compare one another within a group.  Hofstede 

(1980) reported that low individualism cultures happen to willingly follow the senior’s 

instructions and are prepared to sacrifice personal wellbeing to protect a group member, 

even if that person was in the wrong (Cohen et al., 1995).  Furthermore, jobs tend to be 

offered to a known person, to reduce risks and to increase the in-group cohesiveness.  

Hence, the affiliation between the employer and employees is considered to be a moral 

relationship, where specific duties and loyalties have to be fulfilled.  For example, it 

would be considered immoral for an employer to terminate an employee, with serious 

ramifications for the entire group.   

In the organisational sense, a cultural difference based on high (low) 

individualism has significant impact on the senior manager’s leadership style 

concerning granting autonomy and reward, and punishment (Hofstede, 1980).  Table 3.2 
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contrasts features of high and low individualism as dimensions of national culture, 

concentrating on the individual’s life at home, school and the workplace. 

 

Table 3-2 
Features of high and low individualism 
 

High individualism Low individualism 
Everyone grows up to look after personal interests. People are born in extended families. 
Identity is based on the individual. Identity is based on social network. 
Children think in terms of “I”. Children think in terms of “we”. 
Speaking one’s mind is the attribute of an honest 
person. 

Harmony should be maintained all the time. 

Low-context communication. High-context communication. 
Breaking the rules leads to guilt and loss of self-
respect. 

Breaking the rules leads to shame and loss of face 
for self and group. 

Education is learning to learn.  Education is learning how to do. 
Diplomas increase economic worth. Diplomas allow entry into higher status groups. 
Employer and employee relationship is based on 
mutual benefit. 

Employer and employee relationship is based on 
moral terms. 

Job offers and promotions are based on merit. Job offers and promotions are based on contacts. 
Management is organising individuals. Management is organising groups. 
Tasks prevail over relationships. Relationships prevail over task. 

Source: Adapted from Hofstede, G. (1991). Cultures and organisations: Software of mind. Berkshire: 
McGraw Hill, p. 67. 

 

As discussed above, while high individualism cultures have a tendency to take 

care of the self and the immediate family members, low individualism cultures have a 

tendency to take care of the group, extended family and the organisation as a whole.   

Hofstede’s (1980) results reveal that Australia and India are located at opposite 

ends of the scale of 0 to 100.  On one hand, Australia scored 90, which is well above the 

average mean of 51, and was labelled as a high individualism culture.  India, on the 

other hand scored 48, which is below the average mean of 51, and was labelled as a low 

individualism (a strongly collectivist) culture.  It is argued that the individualism scores 

for Australia and India are likely to be similar to the results obtained by Hosftede 

(1980), and reflect a significant difference.  Based on the above discussion the 

following hypothesis has been developed.   
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H11 The individualism score of hotel department managers in Australia will be 

significantly higher than that of their counterparts in India. 

 

3.4 Effect of national culture on the performance model  

One of the aims of this study was to assess the moderating effect of national 

culture on hotel department managers’ perceptions of their general manager’s 

transformational leadership style, department managers’ perceptions of the intensity of 

market competition and their use of broad scope management accounting systems 

(MAS) information and the effect this has on departmental performance.  The desire of 

individuals to participate or not to participate in organisational affairs and whether 

individuals are self-centred or group-centred tend to differ in different cultures.  (See 

Section 3.4 for a detailed discussion).  It is argued that these features of national culture 

are likely to have a bearing on the performance model as shown in Figure 3.1. 

 

Figure 3-1 Cross-cultural performance model 
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3.4.1 National culture, transformational leadership style, competition and 

MAS information use on departmental performance 

As discussed in Section 2.6.1, the practice of transformational leadership by four 

and five star hotel general managers is important, as their success is very much reliant 

upon positive dealings between staff and customers (Tracey & Hinkin, 1996).  

According to Bass and Avolio (1997), transformational leadership style motivates and 

empowers subordinates by sharing the organisational vision and inspiring and 

intellectually stimulating them.  Other researchers add that transformational leaders 

teach their subordinates to be more independent (Burns, 1978; Tichy & Devanna, 1986).  

It is argued that the transformational leadership style practised by the general manager 

varies from high to low levels.  A general manager who scores high on transformational 

leadership is likely to grant department managers significantly more decision-making 

responsibilities than a general manager who scores low on transformational leadership.  

Two of Hofstede’s four dimensions of national culture, namely power distance and 

individualism are thought to be linked to subordinates’ participation and the senior 

manager’s leadership style (Hofstede, 1980).  In a given environment, the effectiveness 

of high or low transformational leadership may be dependent upon a match between an 

appropriate level of power distance and individualism to experience high job 

satisfaction and organisational commitment (Hofstede, 1980).   

3.4.1.1 Transformational leadership style and power distance  

The extent of decision-making responsibility depends upon high (low) levels of 

transformational leadership style as well as high (low) levels of power distance.  This 

refers to the distribution of power and the extent to which subordinates expect and 

accept decisions made by the senior (Hofstede, 1980).  (See detailed discussion in 

Section 3.3.1). 
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For instance, a match of high (low) power distance and low (high) 

transformational leadership style is likely to provide high performance.  This is because 

cultures scoring high on power distance tend to willingly accept the senior’s orders and 

tolerate their autocratic leadership style (in this study, low transformational leadership).  

Cultures scoring low on power distance tend to make independent decisions and do not 

tolerate their senior’s autocratic leadership style (in this study high transformational 

leadership) (Hofstede, 1980).  However, mismatch of a high power distance and a high 

transformational leadership style does not prepare subordinates to handle additional 

responsibility, as these individuals tend to respect authority, accept inequality and do 

not challenge decisions made by seniors.  Similarly, mismatch of low power distance 

and low transformational leadership style fails to provide subordinates adequate 

decision-making responsibility, because these individuals tend to be independent and 

consider each other as equals with similar rights.  In both the cases, either subordinates 

are not capable of handling added responsibility or subordinates have keen desire to 

take on added responsibility.   

Morris and Pavett (1992) found a positive and significant relationship between 

authoritarian leadership styles and high performance in Mexico, characterised as a high 

power distance culture.  Also, a positive and significant relationship was found between 

the senior manager’s participative leadership style (i.e., the USA is characterised as a 

low power distance culture) and high performance.  

Similarly, Newman and Nollen (1996) found lower performance when senior 

managers in a high power distance country (Singapore) encouraged their subordinates’ 

participation, as subordinates in a high power distance culture consider participation to 

be a sign of mistrust, disrespect for authority and incompetence of senior managers 

(Hofstede, 1980).  Moreover, Denison and Mishra (1995) reported that in the USA, 

organisations encouraging high participation were significantly more efficient and faster 
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growing than organisations that did not encourage participation, since these 

organisations reflect greater confidence in decentralised authority and their members 

express the desire for high levels of independence and participation.   

3.4.1.2 Transformational leadership style and individualism 

As discussed in Section 3.3.2, high individualism focuses on satisfying personal 

interests and the interests of close family, displays a desire for self-orientation and 

autonomy, and being prepared to openly discuss work-related issues with the senior 

(Hofstede, 1980).  In contrast, individuals in low individualism cultures display a desire 

for the group’s welfare and dislike confronting seniors (Hofstede, 1980).  

Research indicates that managers in the USA with high individualism levels 

displayed greater entrepreneurial ability when compared to Portuguese managers with 

low individualism levels (Morris, Duane & Jeffrey, 1994).  Morris et al. (1994) 

explained that to achieve improved performance, an appropriate match between the 

management practices and the individualism dimension of the national culture is 

necessary.  In another study, Newman and Nollen (1996) found that while the high 

individualism dimension of the national culture among managers in the USA was 

associated with self-centred behaviour and resulted in improved performance, the low 

individualism levels of Singaporean managers was associated with group behaviour and 

also resulted in improved performance.  This indicates that high (low) individualism is 

effective and dependent upon cultural values and beliefs of managers. 

3.4.1.3 Transformational leadership style, power distance and 

individualism 

Hofstede (1983) reported that low power distance and high individualism (such 

as in Australia) as well as high power distance and low individualism (such as in India) 

coexist within national cultures.  For example, countries with low power distance and 

high individualism (Australia) reflect a greater desire for independence and high 
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autonomy, as this situation fulfils individuals’ psychological needs.  However, a country 

with high power distance combined with low individualism (India) reflects a desire for 

dependence and low autonomy, as individuals’ psychological needs are fulfilled through 

depending on others (Hofstede, 1983).   

On one hand, a country with low power distance and high individualism 

(Australia) would be significantly advantaged working with high rather than low 

transformational leaders, since subordinates are empowered and well prepared to make 

effective decisions using considerable information.  It is argued that in such a situation, 

individuals would be happy working for a high transformational leader, because this 

situation promotes decentralisation and subordinates express a great desire to be 

involved in decision-making.  Hence, they are likely to make good use of MAS 

information.  However, in the same situation, if the senior manager fails to encourage 

subordinates’ participation, it is likely to create dissatisfaction among subordinates due 

to their lack of involvement in decision-making (Hofstede, 1983).   

On the other hand, a country with high power distance and low individualism 

(India) would be significantly advantaged working for a low rather than a high 

transformational leader, since subordinates are prepared to respect elders, accept the 

senior’s decisions and not be given adequate opportunity to take part in decision-

making.  As a result, their use of management accounting systems (MAS) information 

could be somewhat limited.  It is argued that in such a situation, individuals would be 

happy working for a low transformational leader, because this situation promotes 

hierarchy, and employees do not express a great desire to get involved in the decision-

making.  However, in high power distance and low individualism cultures, it is likely 

that subordinates would find it difficult to participate in decision-making, even if they 

were given the opportunity.  In other words, there needs to be a match between 

leadership style and national culture to achieve effective performance. 



119 

  

Khandwalla (1972) points out that the effects of intense market competition are 

felt when competing businesses begin to sell the same or better quality products and 

services at lower prices, and increase their marketing efforts.  Moreover, in the case of 

hotels, competition is the result of increasing globalisation, information technology and 

quality awareness (Brander Brown & Atkinson, 2001; Jogaratnam et al., 1999; Wall 

Street Journal, 2003; Wolff, 2004), and supply and demand (Buckhiester, 2003; Kim et 

al., 2004; Wearne, 1994).  See Section 2.3.1 for a detailed discussion on market 

competition.   

It is maintained that the general manager’s transformational leadership style, 

intense market competition in different cultures would direct department managers to 

make varying complexity of decisions.  Accordingly, department managers would make 

use of broad scope MAS information.  The above explanation proposes that culture 

would have bearing on department managers’ perception of the intensity of market 

competition, the general manager’s transformational leadership style and broad scope 

MAS information use on departmental performance.   

Research evidence of the relationship between management practice, 

management control systems and performance in different cultures has provided 

inconclusive results.  On one hand, Harrison (1993) and Perlow and Weeks (2002) 

found support for the influence of national culture.  On the other hand, Awasthi et al. 

(1998), Chow et al. (1991/1994), DeCarlo and Agarwal (1999), Harrison (1992), Lau et 

al. (1997), Robert et al. (2000) and Sinha et al. (2001) found a lack of support for the 

influence of national culture.   

Harrison (1993) reported a negative and significant two-way interaction between 

national culture and the superior’s evaluative style involving an accounting and 

budgeting based performance measure on managers’ job related tension.  While high 

reliance on an accounting and budgeting based performance measure was related to low 
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job related tension in Singapore, which is characterised as high power distance and low 

individualism culture, low reliance on an accounting and budgeting based performance 

measure was related to low job related tension in Australia, which is characterised as a 

low power distance and high individualism culture.  In addition, a three-way interaction 

between national culture, authoritarianism and an accounting and budgeting based 

performance measure affecting job related tension was also found.  These findings 

indicate that culture has an effect on the above relationships in Australia and Singapore, 

and lends support for the importance of national culture.   

Perlow and Weeks (2002) also considered the influence of national culture on 

the helping behaviour of a group of USA and Indian software engineers.  The results 

indicated that the USA software engineers considered helping others to be a hindrance 

to their work and they preferred providing assistance only on simple problems and 

expected the favour to be returned.  However, Indian software engineers considered 

helping others to be an opportunity to enhance their careers and preferred to provide 

assistance on complex problems and did not expect the favour to be returned.  As such, 

the USA (high individualism) and Indian (low individualism) software engineers 

demonstrated the presence of national cultural differences. 

Unlike the research outcome discussed above, other researchers have found 

somewhat different results.  For instance, Chow et al. (1991) examined the effects of the 

individualism dimension of national culture, workflow interdependence and pay 

interdependence on performance in the USA and Singapore.  They reported the absence 

of two and three-way interactions, hence lending no support for the presence of national 

cultural differences.  In other words no performance improvement was evident in 

Singapore and the USA (characterised as low/high individualism) regardless of any 

relationship between managers’ work and pay.   



121 

  

Harrison (1992) found no support for the three-way interaction between national 

culture, budget participation and budget emphasis (financial based performance 

evaluation) on managers’ job related tension and job satisfaction.  These results indicate 

that culture does not have any bearing on the relationships and the findings may be 

generalised to countries with high power distance and low individualism (Singapore), 

and low power distance and high individualism (Australia).  Furthermore, Chow et al. 

(1994) failed to find support for the presence of national cultural differences between 

USA and Japanese managers.  Chow et al.’s results indicated that Japanese and USA 

managers had a preference for controllability and centralisation, team-based rewards 

and the aspects of control: in other words, the preferences of the managers of both 

countries were similar.  Similarly, Lau et al. (1997) found no main effects or the two-

way interactions between managers’ budget participation and national culture affecting 

their managerial performance in Australia and Singapore.  These findings support the 

view that national culture has no effect on the above relationships.   

Awasthi et al. (1998) found that USA managers’ greater task interdependence 

also increased the level of team-based performance assessment and rewards.  In 

addition, they exhibited greater self-sacrifice for their teams, thus, demonstrating 

collectivist behaviour instead of individualist behaviour.  However, Chinese managers 

showed extreme self-interest in personal performance assessment and rewards, and did 

not care for the group.  Thus, they demonstrated individualistic behaviour instead of 

collectivist behaviour and provided conflicting results with the national culture theory.   

In the same way, DeCarlo and Agarwal (1999) examined the effect of autonomy 

and the superior’s management style on salespersons’ job satisfaction in the USA, 

Australia and India.  The results indicated that what DeCarlo and Agarwal called 

initiation structure (similar to low transformational leadership style) failed to provide a 

positive relationship with job satisfaction in all three countries.  However, what they 
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called consideration structure (similar to high transformational leadership style) 

positively related to job satisfaction among Indian salespersons.  Furthermore, a positive 

relationship was found between autonomy and job satisfaction in all three countries.  In 

addition, among Australian salespersons, a combination of initiation structure and high 

autonomy positively affected their job satisfaction, whereas among Indian salespersons 

a combination of consideration structure and high autonomy positively affected their job 

satisfaction.  These results fail to support Hofstede’s (1980) theory of national culture.  

For example, India is a high power distance and low individualism culture and should 

have a preference for initiation structure, and the USA and Australia are low power 

distance and high individualism cultures, and should have a preference for consideration 

structure. 

Similarly, Robert et al. (2000) investigated the impact of different management 

practices on employee satisfaction in the USA, Mexico, Poland and India.  The results 

indicated that empowerment was negatively related to employee satisfaction among the 

Indian sample, but positively related to employee satisfaction among the USA, Mexican 

and Polish samples.  While Mexico, Poland and India are characterised as high power 

distance cultures (Hofstede, 1980), only the Indian sample showed a negative 

relationship between empowerment and employee satisfaction.  However, continuous 

improvements in all four countries were positively related to employee satisfaction.  

This is inconsistent with the national culture theory, since Mexico, Poland and India 

displayed individualist behaviour instead of collectivist behaviour.   

Sinha et al. (2001) also examined the individualist and collectivist behaviour of 

university students in three different locations in India.  They reported that, while 

students displayed collectivist behaviour at home, they displayed individualist 

behaviour at university and work.  Sinha et al. (2001) went on to explain that “getting a 

good job in a high unemployment economy is surely a compelling personal need that no 
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young man can afford to ignore, but he will also accommodate family and friends’ 

interests” (p.143). These research findings also failed to support Hofstede’s theory that 

Indians are collectivist by nature. 

India is characterised as being a high power distance, low individualism culture, 

where subordinates are happy receiving instructions from their seniors (Hofstede, 1980).  

In such a situation, if subordinates are given increased autonomy, it may result in poor 

performance.  This is because subordinates in India are not exposed to making 

independent decisions from very early in life.  Similarly, subordinates in Australia may 

find it difficult to adjust to organisations granting limited autonomy, since different 

cultural values play an important role in framing individuals’ attitudes and behaviour at 

work.  Despite mixed results found in the literature, it is expected that the relationship 

between the hotel general manager’s transformational leadership style, and the 

department managers’ perceptions of market competition and their use of MAS 

information in Australian and Indian cultures is likely to be different.  The above 

discussion guides to the development of the following hypothesis. 

H12 National culture will moderate the relationship between the general 

manager’s transformational leadership style, department managers’ 

perceptions of the intensity of market competition and their use of MAS 

information affecting departmental performance in Australia and India 

consisting of:  

Financial performance indicator 

(a) Financial performance  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 
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3.5 Chapter summary 

This chapter discussed the general background of national culture and, in 

particular, referred to Hofstede’s research involving IBM managers in 53 different 

countries.  Hofstede (1980) reported five dimensions of national culture including 

power distance, individualism, uncertainty avoidance, masculinity and Confusion 

dynamism.  Essentially, for this study the dimensions of power distance and 

individualism were selected due to their appropriateness in examining the general 

manager’s leadership style, the intensity of market competition and the use of MAS 

information.  It was discussed that to maximise departmental performance it needs a 

suitable match between transformational leadership style, competition and use of broad 

scope MAS information in different cultures. Such as low power distance and high 

individualism cultures (Australia) show greater desire for autonomy than cultures that 

are high power distance and low individualism cultures (India).  However, a mismatch 

between transformational leadership style, competition, use of broad scope MAS 

information and culture fails to maximise performance.  The effects of the three-way 

interactions between department managers’ perceptions of the intensity of market 

competition, the general manager’s transformational leadership style and the use of 

broad scope MAS information on departmental performance were discussed in the 

context of Australian and Indian culture and appropriate hypotheses were developed.   

The next chapter deals with the research procedure used in collecting the data 

and details of measures used in the study. 
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CHAPTER 4.0  -   METHODS 
 

4.1 Introduction 

This chapter is organised in six sections as follows.  Section 4.2 discusses the 

research methodology and in particular the importance of multiple methods of data 

collection.  Section 4.3 describes the sample and the importance of research on national 

culture.  Section 4.4 explains data collection and presents demographic details of the 

managers.  Section 4.5 describes the instrument and the process of pilot study.  Section 

4.6 discusses measures, in particular, departmental performance, competition, 

transformational leadership style, broad scope management accounting systems (MAS) 

and national culture including each variable’s descriptive statistics, reliability and 

validity scores.  Section 4.7 explains the administration of face-to-face interviews with 

department managers. 

4.2 The research methodology 

For this study, multiple research methods involving a self-administered postal 

survey and face-to-face interviews were used.  This is because hotel department 

managers make decisions under intense market competition causing high environmental 

uncertainty (Harris & Mongiello, 2001; Kim et al., 2004; Wolff, 2004), and their job is 

considered to be quite complex (Jones, 1998; Jones & Lockwood, 1998; Mia & Patiar, 

2002).  (See Section 1.2 for a detailed discussion on departmental managers’ job 

complexity).  Brownell (1995) and Yin (1989) point out that when dealing with 

uncertain environments and complex jobs, researchers can benefit by using multiple 

research methods.  Moreover, it allows the researcher to take advantage of the strengths 

of both a self-administered postal survey and face-to-face interviews, while at the same 

time compensating for the weaknesses of each method (Brownell, 1995; Schmitt & 
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Klimoski, 1991; Yin, 1989).  As such, multiple research methods assist researchers in 

gathering information that can be generalised with a higher degree of confidence. 

The first method used in this study was a self-administered postal survey.  

Babbie (1992) states that the use of a self-administered postal survey is perhaps the 

most suitable, widely used and economical means of collecting original data.  

Furthermore, this method provides information from a large population, ensures 

respondents anonymity and allows busy individuals (in this study, managers) to 

complete the questionnaire in their own time.  However, the drawback of this method is 

that it forces managers to accept the limited information and options presented in the 

questionnaire, and is likely to provide an inaccurate reflection of the information 

(Babbie, 1992). 

The second method used in this study was face-to-face interviews.  According to 

Babbie (1992), face-to-face interviews in field research improve researchers 

understanding related to different variables, provide an accurate interpretation of the 

questionnaire and ensure the consistency of the information obtained in different 

cultural settings.  Moreover, it allows researchers to go somewhat closer to the 

participating managers and their work environment and offers an excellent opportunity 

to improve the subjects’ understanding of the questionnaire items.  In particular, Ghauri, 

Gronhaug and Kristianslund (1995) state that the open-ended nature of interview 

questions allows researchers to explain various complex issues and assists in observing 

the respondent’s attitude and reaction to contentious matters.  Hence, researchers are 

able to ask respondents somewhat sensitive questions, which perhaps would not be 

possible under a self-administered postal survey (Ghauri et al., 1995).   

In summary, Brownell (1995) and Yin (1989) highlight the following three 

benefits of using multiple research methods. 
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First, it overcomes survey bias and enhances the reliability and validity of data.  

Moreover, the deficiency of one method can be improved by using another 

method; 

Second, it verifies the results of the study obtained through one method (i.e., a self-

administered postal survey) with another (i.e., face-to-face interviews), and 

assists in building the researcher’s confidence concerning their findings.  

Subsequently, it reveals new insights into and provides a richer explanation of 

the research problems; and   

Third, it deals with highly complex issues and facilitates deeper understanding of the 

relationships between various variables and situations, such as national culture.   

4.3 The sample 

4.3.1 Hotel selection 

The origin of hotels and resorts can be traced back to 2067-405 BC in 

Babylonia.  However, the main growth in hotels and resorts became evident after the 

Second World War.  Now, some six decades later, the hotel industry is playing an 

important role in the economy of many developed and developing nations (Lane & 

Dupre, 1997).  

According to the Royal Automobile Club of Queensland (RACQ, 1999), the 

modern hotel is defined as “a fully licensed premises providing customary hotel 

amenities with all or part of accommodation in a separate block built on modern motel 

lines.  Adequate off-street parking facilities within the hotel boundary should be 

available.  Rooms must be serviced daily at no extra cost”.  A resort is defined as a 

“property situated in spacious grounds and self sufficient in service and facilities 
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providing all meals and a wide range of recreational facilities.  It should have full-time 

activities staff/guide, tour activities desk and a variety of eating outlets on site” (p.21).   

Hotels and resorts are responsible for providing temporary accommodation, 

refreshments and other necessary services to travellers, who are away from home for the 

purpose of business or pleasure.  RACQ (1999) go on to explain that the star rating of 

hotels and resorts is dependent upon the range and the level of luxury offered in 

products and services.  The RACQ describes four star hotels and resorts as  

“Exceptionally well appointed establishments with high quality 
furnishings and offering a high degree of comfort.  Fully air-
conditioned.  High standard of presentation and guest services provided.  
Various restaurant and meals available on premises” (p.22). 
 
Similarly, five star hotels and resorts are described as  

“International style establishments offering a superior standard of 
appointments, furnishings and décor with an extensive range of first 
class guest services.  A number and variety of room style and/or suites 
available.  Wide choice of dining facilities, 24 hour room service and 
additional shopping or recreational facilities available” (p.22). 
 
 
The above descriptions indicate that four and five star hotels and resorts are 

responsible for providing a high standard of accommodation, food and beverages, and 

other services 24 hours a day and seven days a week.  According to Powers and 

Barrows (1999), in these properties, department managers’ work involves a wide scope 

and large span of control.  These aspects of work put added demands on department 

managers to effectively manage their departments.  Jones (1998) and Jones and 

Lockwood (1998) point out that the department managers’ wider job scope and larger 

span of control in managing four and five star hotels and resorts increase their decision-

making responsibility.   

Hence, large (more than 160 bedrooms) four and five star hotels and resorts 

were selected for this study due to their operational sophistication (i.e., wide range of 

products and services, and focus on personalised service), huge investment and different 



129 

  

levels of staffing.  Other hotels and resorts with fewer than four star, and fewer than 160 

bedrooms were excluded as Lau and Tan (1997) argue that mixing different sizes and 

types of businesses restricts the control for differences in business activities.   

4.3.2 Respondents selection  

For this study, food and beverage and rooms department managers were 

selected, as they have significantly more responsibility in areas such as managing 

operations, budgets and coordinating several managerial activities than human 

resources, sales and marketing, finance and maintenance department managers (Kotas, 

1999).  In addition, food and beverage and rooms departments generate over 90% of the 

total revenue and employ about 95% of the total employees (Powers & Barrows, 1999).  

Hence, their significant managerial responsibility makes them suitable candidates for 

examining the effects of management practices and control systems on performance.   

Several researchers support the inclusion of such type of managers.  In 

particular, Becker and Olsen (1995) and Mia and Chenhall (1994) highlight that 

selecting a homogeneous group of managers allows the researchers to control for the 

manager’s job responsibility.  Moreover, involving two major department managers 

from the same hotel and resort provides highly representative and reliable data.   

4.3.3 National culture selection   

Over the years, Hofstede’s national culture theory has been extensively used in 

management control and management practices research (Chow et al., 1994/1996; 

Harrison, 1992; Harrison, et al., 1994; Merchant, Chow, & Wu, 1995).  However, in the 

hotel industry there is only limited evidence of cross-cultural research.  Moreover, there 

were three basic reasons for selecting Australian and Indian hotel managers.   

First, Australia and India have differences as well as similarities.  For example, 

Australia is a young country with a history of western culture going back 200 years, 
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whereas India is an old country with a history going back over 4000 years.  Australia is 

an industrialised country, whereas India is in the process of industrialising and now 

heading towards a free market.  Both Australia and India are multi-racial and multi-

ethnic countries, and although the makeup of ethnic groups in the two countries differs 

significantly, English is the language of business in both (Sekaran, 1983; Thomas & 

Philip, 1994).  As a result, there is no language barrier in collecting data.  Furthermore, 

the tourism and hotel industry in Australia is well established while in India it is 

relatively young and somewhat smaller.  However, four and five star hotels selected in 

both countries are similar in terms of location, size, facilities, level of services and the 

type of customers. 

Second, there is limited evidence of empirical research incorporating national 

culture in the hotel industry (Anastassova & Purcell, 1995; Mwaura et al., 1998; Olson 

& Roper, 1998).  For instance, Anastassova and Purcell (1995) reported that hotel 

managers in the UK have a tendency to exercise more of a participative management 

style than their counterparts in Bulgaria.  Anastassova and Purcell attributed these 

differences to the cultural backgrounds of the managers.  In another cross-cultural study, 

Mwaura et al. (1998) used an interpretative approach to explain various business 

dealings in China.  They concluded that as Chinese hotel managers operated with a high 

power distance and low individualism, and they had a tendency to accept ambiguous 

and uncertain situations.  Whereas, managers in USA hotels operated with low power 

distance and high individualism, and they had a tendency to avoid ambiguous and 

uncertain situations.  In particularly, Chinese managers’ work relationships with 

subordinates took priority over the task on hand and considerable value was placed in 

saving face.  However, in the case of USA managers, work and personal relationships 

were independent of one another.  The above cross-cultural studies simply distinguished 
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hotel managers on the basis of their country of origin, and did not empirically measure 

various dimensions of national culture.   

Third, Hofstede (1980) reported quite large differences in the national culture 

dimension scores of power distance and individualism for Australia and India.  Table 

4.1 illustrates national culture rankings and scores for the two countries.  For example, 

on power distance Australia scored 36 and India 77 on a scale of 0 to 100 and on 

individualism Australia scored 90 and India 48 on a scale of 0 to 100.  Furthermore, in 

studying leadership style and management information, the use of power distance and 

individualism dimensions are highly appropriate (Hofstede, 1980).   

 

Table 4-1 
Hofstede’s national culture dimensions score 
 

Australia India 
Dimension of national culture 

Ranking Score Ranking Score 
Power distance index 41 36 10/11 77 
Individualism index 2 90 21 48 

Source: Hofstede, G. (1991). Cultures and organisations: Software of mind. McGraw Hill: 
Berkshire, pp. 26, 53 and 113. 

 

Therefore, the case for empirically examining national cultural differences and 

the resultant impact on the Australian and Indian hotel industries is fairly strong.  

Accordingly, comparable hotels and resorts in Australia and India were chosen to 

examine the effects of national culture on the relationship between different 

independent and dependent variables in the model of this study.  The comparability of 

hotels and resorts was maintained in terms of their location (capital cities), luxury (star 

rating), target market (corporate and leisure), and the property ownership (management 

contract and owner operated) in the two countries.  Sekaran (1983) points out that when 

undertaking cross-cultural studies; researchers should ensure the consistency of data 
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collected, including sample, its measurement and construct.  In the present study, all 

three consistencies are carefully considered. 

4.4 Data collection  

Initial research related to features of Australian and Indian hotels and resorts was 

accomplished with the help of national and international hotel guides (RACQ, 1999; 

Sita World Travel, 1999; Smeallie, 2000).  Four and five star hotels and resorts with 160 

and more bedrooms were identified and their postal addresses and telephone numbers 

were recorded.   

Random sampling was not used in this study, as there is limited number of large 

four and five star hotels in Australia and India; hence, the total population in the sample 

was included.  Moreover, past researchers report that the response rate of mail surveys 

is about 30% (Emory, 1985; Wallace & Mellor, 1988).  Therefore, to achieve a 

reasonable response rate, all four and five star hotels were selected to ensure that a 

meaningful statistical analysis could be undertaken.  In total, 195 four and five star 

hotels and resorts with 160 or more bedrooms in Australia (140) and India (55) were 

identified (RACQ, 1999; Sita World Travel, 1999; Smeallie, 2000). 

Each hotel’s general manager was mailed a package consisting of (i) a covering 

letter seeking the general manager’s approval to involve their food and beverage and 

rooms department managers in the study; (ii) the questionnaire and (iii) reply paid 

envelopes.  The covering letter stated the purpose of the study, the usefulness of the 

results to managers and emphasised the necessity of maintaining the confidentiality of 

the responses.  Furthermore, assurances were given that the information gathered would 

only be used for research purposes and the results would only be available in an 

aggregate format.  These measures were designed to preserve the anonymity of the 

respondents and encourage managers to participate.  In closing, general managers were 

requested to persuade their food and beverage and rooms department managers to 
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complete the questionnaire and return it directly to the researcher using the reply paid 

envelopes, see Appendix A-General Manager’s Letter and Appendix B-Department 

Manager’s Letter.  Past researchers found that such measures significantly assist in 

improving the response rate of self-administered postal surveys (Converse & Presser, 

1986; Dilman, 1978).   

Four weeks after the first mailing, a second mailing of a fresh package including 

the covering letter, questionnaire and reply paid envelopes were sent to hotel general 

managers, whose department managers failed to respond to the first request.  Table 4.2 

Panel A summarises the responses of Australian hotel department managers to the first 

and second mailings.  In total, 66 food and beverage managers, and 66 rooms 

department managers of 66 hotels in Australia returned completed questionnaires that 

could be used for analysing data, giving a response rate of 47.14% for the Australian 

sample.   

Similarly, Table 4.2 Panel B summarises the responses of Indian hotel 

department managers to the first and second mailings.  In total, 16 food and beverage 

managers and 16 rooms department managers of 16 hotels in India returned completed 

questionnaires that could be used for analysing data, giving a response rate of 29.09% 

for the Indian sample.  It is worthy of note that the smaller response rate in India after 

the first mailing was due to prolonged postal strikes disrupting the distribution and 

return of the questionnaires.  Six weeks after the first mailing in India, the second 

mailing was done from Australia.   

Oppenheim (1996) states that in case respondents are sent a reminder, a non-

response bias ought to be tested.  Consistent with Oppenheim’s approach a t-test was 

undertaken to establish if there was a significant difference between the responses 

received through the first and second mailings (1996).  The results indicated no 

significant difference in terms of the means of different variables between the first and 
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second mailings in Australia and India.  As a result, both sets of responses were 

combined for each country.  The overall response rate of 42.05% was considered 

satisfactory, as according to Emory (1985) and Wallace and Mellor (1988), a 30% 

response rate in self-administered postal surveys is sufficient and commonly reported in 

the literature.   

 

Table 4-2 
Hotel department managers’ response 
 

Responses (A) 
Australian Hotels 

(B) 
Indian Hotels 

First mailing of questionnaires  140  55 
Usable questionnaires returned (1st mailing)   51  6 
Declined to participate   11  9 
Second mailing of questionnaires  78  40 
Usable questionnaires returned (2nd mailing)  15  10 
Total unusable questionnaires  6  4 
Total useable responses 66 (47.14%) 16 (29.09%) 

 

4.4.1 Demographic details of managers 

Table 4.3 provides the demographic details of department managers and hotel 

size in Australia and India.  It is evident that the spread of male and female department 

managers in the two countries is fairly evenly distributed.  Surprisingly, the proportion 

of female department managers in India is about 2.5% higher than in Australia.   

In general, department managers in Australia are relatively younger than their 

counterparts in India.  While the percentage of department managers in the 31 to 40 

years of age category are almost same in the two countries, the younger age group of 21 

to 30 years is better represented in Australia, and the older age group of 41 and over is 

better represented in India.  Department managers in India tend to be more qualified 

than managers in Australia, since almost 97% of managers have hospitality related or 
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masters qualification as compared to 67% in Australia.  Moreover, department 

managers in India tend to be more experienced than their counterparts in Australia, 

since almost 72% of Indian managers have more than six years experience as compared 

to 49% in Australia.  The older age, higher qualifications and greater experience of 

department managers in India may be due to dense population offering fewer 

employment opportunities.  In terms of hotel size, the proportion of small, medium and 

large hotels in both countries is similar.  

 

Table 4-3 
Demographic details of department managers 
 

Australia India Variables 
n % n % 

Gender     
 Male  94 71.21  22 68.75 
 Female  38 28.79  10 31.25 
Age     
 21-30 years  47 35.61  2 6.25 
 31-40 years  67 50.75  16 50.00 
 41 years and over  18 13.64  14 43.75 
Education     
 School certificate  43 32.6  1 3.13 
 Hospitality diploma/degree  85 64.39  25 78.13 
 Masters degree  4 3.03  6 18.75 
Experience     
 Less than 1 year  6 4.5  0 0 
 1–3 years  27 20.5  4 12.5 
 4-6 year  35 26.5  5 15.6 
 More than 6 years  64 48.5  23 71.9 
Hotel Size     
 Up to 160 rooms   17 25.75  5 31.25 
 161-387 rooms  33 50.00  7 43.75 
 388 rooms and over  16 24.24  4 25.00 
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4.5 The instrument 

An extensive review of management, management accounting and hospitality 

management literature failed to reveal a specific instrument that could be used in its 

existing format for specific variables in the present study.  However, a closer scrutiny of 

instruments concerning departmental performance, intensity of market competition and 

broad scope MAS information use unveiled the possibility of adapting them to the hotel 

setting, whereas transformational leadership and national culture required minimal 

adaptation.  Since hotel department managers are extremely busy, emphasis was placed 

during the questionnaire design on obtaining quality rather than quantity of information.  

Indeed, Peng, Peterson and Shyi (1991) point out that the questionnaire size, relevance 

of information and the use of appropriate terminology play an important role in 

motivating managers to complete a questionnaire and provide accurate information.  

The process of adaptation involved an extensive review of hospitality literature and a 

pilot study with masters of hospitality management students, academics and hotel 

department managers. 

An initial questionnaire was compiled from the wider literature and adjusted 

according to the support gathered from hospitality literature.  For example, the 

instrument for departmental performance was adapted from Gupta and Govindrajan’s 

(1984) instrument that consisted of twelve financial and non-financial performance 

indicators.  Abernethy and Stoelwinder (1991) found that Gupta and Govindrajan’s 

(1984) instrument was not suitable for the public hospital setting, as it concentrated on 

the manufacturing industry.  Abernethy and Stoelwinder substituted existing critical 

success factors with the health care industry’s critical success factors to make the 

instrument more meaningful.  Following Abernethy and Stoelwinder’s approach, the 

hotel industry’s critical success factors replaced the manufacturing industry’s critical 

success factors (Brander Brown & Atkinson, 2001; Geller, 1985; Harris & Mongiello, 
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2001; Jones, 1988/1990; Mia & Patiar, 2001; Phillips, 1999; Potter & Schmidgall, 1999; 

Sparrowe, 1994; Tracey & Hinkin, 1996; West, 1990; Witt & Witt, 1989; Zetie et al., 

1994).   

The instrument for establishing department managers’ perceptions of the 

intensity of market competition was adapted from Khandwalla (1972), Mia and Clarke 

(1999) and Williams and Seaman (2001).  The decision to include the three items in this 

study was based on the hospitality literature (Adams, 2000; Baum & Haveman, 1997; 

Buckhiester, 2003; Kim et al., 2004; Poole, 2000; Roginsky, 1995; Wall Street Journal, 

2003), and was further verified during the pilot study with master of hospitality 

management students, academics and hotel department managers.   

However, Chenhall and Morris’s (1984) six-item instrument for broad scope 

MAS information use required minimal adaptation.  After reference to the hospitality 

literature (Barsky, 1992; Baum & Haveman, 1997; Becker & Olsen, 1995; Dube et al., 

1994; Everett, 1989; Olson, et al., 1994; Phillips, 1996; West, 1990) and the pilot study, 

the wording of questions was changed and an additional item was introduced.  In the 

case of transformational leadership style and national culture no change was necessary, 

with the exception of adding the word “hotel” where appropriate. 

The adapted version of the questionnaire was tested on a group of eight masters 

of hospitality management students at Griffith University during June 1999.  These 

students had significant hospitality industry experience at the middle management level 

(with an average experience of 4.5 years at supervisory and junior management level, 

with an even representation of Australian and Indian citizens).  Each student took 

approximately 30 minutes to complete the questionnaire and a further 30 minutes to 

reflect on the clarity of instructions, ease of understanding the questionnaire items and 

their relevance to hotel department managers. 
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On the whole, both Australian and Indian master of hospitality management 

students supported the contents of the questionnaire, and suggested minor changes to 

the instructions.  Relevant changes were incorporated in the questionnaire and it was 

then further verified by four academics (two professors in hospitality, one professor in 

management accounting and one professor in management).  This was followed by the 

completion of the questionnaire by eight department managers (food and beverage and 

rooms in Australia and India) taking approximately 30 minutes to complete.  A further 

30 minutes were spent in discussing the content and the layout of the questionnaire.  

Department managers supported the content of the questionnaire and the instructions 

and terminology used.  All points raised during the pilot study were incorporated in the 

final questionnaire.  The pilot study hotel managers were excluded from the final 

sample. 

4.6 Measures 

The final copy of the questionnaire was marked for food and beverage managers 

and room department managers respectively.  Although both questionnaires collected 

the same information, there was a slight variation in the wording to make it more job-

specific for each department manager.  The questionnaire consisted the following six 

sections: 

Section 1: Eight items related to departmental performance using Gupta and 

Govindrajan’s (1984) instrument and two global questions related to overall changes in 

departmental performance and revenue in the past two years;  

Section 2: Three items related to the department manager’s perception of market 

competition adapted from Khandawalla’s (1972) instrument;  

Section 3: Twenty items related to the general manager’s transformational 

leadership style using Bass and Avolio’s (1997) MLQ-5X instrument;  
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Section 4: Seven items related to the department manager’s use of broad scope 

MAS information using Chenhall and Morris’s (1986) instrument;  

Section 5: Nine items related to the department manager’s personal work values 

and beliefs using Hofstede’s (1980) national culture instrument; and 

Section 6: Various demographic details of the department managers and their 

operation. 

4.6.1 Departmental performance 

Eccles (1991) defines departmental performance measurement as a method of 

assessing the organisation’s ability to effectively use resources and fulfil stakeholders’ 

needs.  Eccles’ definition applies to both financial and non-financial aspects of 

performance.  However, Ezzamel (1992) and Walker (1996) noted that financial 

performance indicators, such as return on investment; earnings per share; and return on 

capital employed are more commonly used.  In the context of hotels, financial measures 

such as revenue per available room, average daily room rate, cost percentages and room 

occupancy are common (Mia & Patiar, 2001; Phillips, 1999). 

Researchers claim that in hotels, exclusive use of financial based performance 

indicators is inappropriate, as they are unable to assess the critical aspects of the 

business (Brander Brown & McDonnell, 1995; Phillips, 1999).  In particular, financial 

performance measures such as average daily room rate and revenue per available room 

tend to focus on the short-term success of the business (Berger, 1997; Phillips, 1999) 

and are distorted by extreme high or low values (Enz et al., 2001; Slattery, 2002).  Other 

researchers point out that financial measures ignore the needs of different customers and 

fail to identify the genuine cause of problems (Berger, 1997; Kennerely & Neely, 2003).  

Hence, reliance on financial indicators has the potential to ignore critical aspects of 

business success.   
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Furthermore, Kaplan and Norton (1993), Kennerley and Neely (2003) and Mia 

and Patiar (2001) forewarn that complete reliance on financial performance negatively 

impacts on business competitiveness and profitability.  Indeed, in a competitive 

environment, managers’ access to feedback on financial and non-financial success 

factors including operating budget, customers, staff and the operation provides early 

warning signs that can be used to improve the quality of products and services as well as 

processes.   

In this study, department managers’ perceptions of departmental performance 

were measured by comparing the actual performance and a priori expectations, rather 

than an absolute scale.  This is because managers’ a priori expectations of departmental 

performance are likely to reflect the anticipated effect of market competition, the 

general manager’s transformational leadership style and broad scope MAS information 

use.  Also, self-reporting of hotel departments’ performance as opposed to reporting by 

a superior was adopted, since the reliability of self-reporting in the literature is reported 

to be high.  For instance, Heneman (1974) found a high correlation between self-

reporting and a superior’s rating of subordinates’ performance.  Similarly, Patiar and 

Mia (2005) found that there was no significant difference between self-reporting and the 

general manager’s (superior’s) reporting of their department managers’ performance.  

Several other researchers have also used self-reporting of performance (Govindrajan, 

1988; Govindrajan & Fisher, 1990; Gul & Chia, 1994; Jogaratanam et al., 1999; Lau et 

al., 1997; Mia, 1989; Mia & Clarke, 1999; Mia & Patiar 2001/2002).   

As departmental performance is a multi-dimensional concept, the use of 

financial and non-financial performance indicators is likely to be a more comprehensive 

measure of the construct (Bromwich, 1990; Chong & Chong, 1997; Kaplan & Atkinson, 

1998).  Given that the focus of this study is hotels and resorts operating departments, 
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primary data is the only basis of performance measurement.  This study used an adapted 

version of Gupta and Govindrajan’s (1984) performance instrument in two parts.   

In part one, each department manager was asked to evaluate their departmental 

performance by comparing it with the assessment of their general manager’s 

expectations on eight performance items: occupancy, average room rate (average 

spend), customer satisfaction, repeat business, staff development, staff morale, meeting 

operating budget and cost reduction.  Department managers responded to each of the 

eight items of performance on a seven-point Likert scale anchored at both ends.  On the 

scale, 1 indicated, “not at all satisfied” and 7 indicated, “highly satisfied”.   

In part two, each department manager rank ordered the same performance items 

in the order of importance they believe their general manager attaches in evaluating 

their departmental performance.  The degree of importance was assessed using a 

technique that was similar to Govindarajan and Gupta (1984).  On the scale, 1 indicated 

“most important” and 8 indicated “least important”.  Responding department managers 

were given the choice to allocate the same rank to performance items if they felt those 

to be of equal importance.  See Appendix C-Self-Administered Postal Survey 

Questionnaire for departmental performance items.   

In addition, department managers were asked two global questions to indicate 

the change in overall departmental performance and revenue in the past two years.  

They indicated the change in performance and revenue on a Likert scale where 1 

indicated, “significantly declined” and 7 indicated, “significantly improved”.  See 

Appendix C-Self-Administered Postal Survey Questionnaire for overall change in 

departmental performance and revenue in the past two years.  Table 4.4 provides the 

descriptive statistics for departmental performance as well as two global questions. 
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Table 4-4 
Raw scores for departmental performance 
 
 Mean S. D. Theo. range Actual range 
Achieving occupancy 5.17 1.29 1 – 7 1 - 7 
Achieving ADR 5.06 1.21 1 – 7 3 – 7 
Customer satisfaction 5.35 1.10 1 – 7 2 – 7 
Repeat business 5.28 1.08 1 – 7 3 – 7 
Staff development 4.86 1.14 1 – 7 3 – 7 
Staff morale 4.99 1.15 1 – 7 2 – 7 
Meeting operating budget 5.32 1.30 1 – 7 3 – 7 
Cost reduction  5.29 1.15 1 – 7 4 – 7 
     
Change in o’all d. perf. over 2 yrs 5.54 1.06 1 – 7 2 - 7 
Change in o’ll d. revenue over 2 yrs 5.37 1.15 1 - 7 3 - 7 

 

Consistent with Gupta and Govindarajan’s (1984) approach, the score for each 

performance item was multiplied with its ranking to arrive at the sum of each of the 

eight performance items.  Table 4.5 illustrates the sum of performance scores as well as 

other descriptive statistics.   

 
Table 4-5 
Descriptive statistics for departmental performance  
 

 Sum perf 
& ranking 

S. D. Theo. range Actual 
range 

Achieving occupancy 12.54 8.92 1 - 56 1 – 49 
Achieving ADR 13.43 8.87 1 – 56 3 – 42 
Customer satisfaction 11.60 7.86 1 – 56 2 – 42 
Repeat business 15.20 9.62 1 – 56 3– 45.5 
Staff development 18.26 9.34 1 – 56 3 – 49 
Staff morale 17.16 9.52 1 –56 2 – 49 
Meeting operating budget 10.55 8.00 1 – 56 3 – 42 
Cost reduction  16.27 11.22 1 –56 4 - 49 
     
Change in o’all d. perf. over 2 yrs 5.54 1.06 1 – 7 2 – 7 
Change in o’all d. revenue over 2 yrs 5.37 1.15 1 – 7 3 – 7 
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In their original questionnaire, Gupta and Govindarajan (1984) suggested 

calculating the weighted mean of performance and ranking to arrive at single overall 

performance score.  Other researchers have used the same technique (Govindarajan, 

1988; Govindarajan & Fisher, 1990; Govindarajan & Gupta, 1985; Jogaratanam et al., 

1999).  However, in this study an alternative approach of factor analysis (using a 

Principal Component-Varimax with a Kaiser Normalization Rotation method) was used 

on the eight items of performance.  The results of factor analysis extracted three factors 

with Eigen-values greater than one and accounting for 71.2% of the total variance.  

Table 4.6 illustrates the factor analysis results.   

 
Table 4-6 
Factor analysis for departmental performance 
 

Items Factor 1 Factor 2 Factor 3 
Achieving occupancy 0.230 0.023 0.847 
Achieving ADR 0.103 0.257 0.842 
Customer satisfaction 0.685 0.261 0.120 
Repeat business 0.710 0.175 0.160 
Staff development 0.834 0.160 0.048 
Staff morale 0.808 -0.018 0.206 
Meeting operating budget 0.134 0.901 0.041 
Cost reduction  0.237 0.809 0.261 
Eigen values 3.40 1.23 1.07 
Explained variance 42.44% 15.42% 13.36% 

 

The mean of performance items that loaded on the same factor were calculated 

to determine their relative importance to arrive at a single scale.  For example, for factor 

1, four items related to customers and staff was labelled as non-financial performance- 

quality of staff and customer relationships, and for factor 3, two items related to 

occupancy and ADR was labelled as capacity utilisation.  Similarly, for factor 2, two 

items related to operating budget was labelled as financial performance. 
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Tables 4.7 (a) and 4.7 (b) illustrate the descriptive statistics (weighted mean) and 

reliability alpha for the three dimensions of departmental performance as well as two 

overall departmental performance dimensions based on the combined sample and split 

by country.  All aspects of departmental performance seem fairly high, however, a 

closer look reveals that overall departmental performance and financial performance 

were the highest, whereas non-financial performance related to capacity utilisation and 

quality of staff and customers were the lowest.  This is despite repeated discussions in 

the hospitality literature about the need to maximise the usage of hotel facilities and the 

importance of face-face to interaction between staff and customers (Barsky, 1992; 

Guerrier & Deery, 1998; Hinkin & Tracey, 1994; Lane & Dupre, 1997; Sparrowe, 

1994).  Interestingly, in the case of the Indian sample, non-financial performance is 

somewhat higher than their counterparts in Australia.  Moreover, in all cases, the 

standard deviation shows that department manager responses concerning departmental 

performance are reasonably well spread. 

The reliability of the scale was tested using Cronbach alpha to estimate the 

internal consistency of the scales.  The results were .73 for financial performance and 

.69 and .79 for non-financial performance (capacity utilisation and quality of staff and 

customer relationships respectively), which is judged to be acceptable (Nunnally, 1978).  

Table 4-7 (a)  
Descriptive statistics and reliability for departmental performance 
 

Dimensions/Variable Mean S. D. Actual Range Alpha 
Financial performance 5.30 1.12 2.50 – 7 .73 
Non-financial performance     
 Capacity utilisation  5.11 1.05 3 – 7 .69 
 Quality of staff & customer relationships  5.08 0.88 3 – 7 .79 
     
 Change in o’all d. perf. over 2 yrs 5.54 1.06 2 – 7 N/A 
 Change in o’all d. revenue over 2 yrs 5.37 1.15 3 – 7 N/A 

N/A – Not Applicable 
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Table 4-7 (b)  
Descriptive statistics and reliability for departmental performance by country 
 

Australia India 
Dimensions/Variable 

Mean S.D. Actual 
range Alpha Mean S.D. Actual 

range Alpha 

Financial performance 5.32 1.05 2.50–7 .73 5.23 1.36 3 – 7 .71 
Non-fin performance         
Capacity utilisation  5.09 1.02 3 – 7 .71 5.17 1.17 3 – 7 .70 
 Quality of staff and customer 
relationships  

5.06 0.83 3 – 7 .81 5.13 1.04 3.4–7 .75 

         
 Change in o’all d. perf. over 2 yrs 5.60 1.04 3 – 7 N/A 5.30 1.11 2 – 7 N/A 
 Change in o’all d. rev. over 2 yrs 5.31 1.17 3 – 7 N/A 5.61 1.04 3 – 7 N/A 

 

4.6.2 Market competition 

Khandwalla (1972) states that the influence of market competition is 

experienced when providers of similar products and services seek to outperform each 

other in terms of increased market share and sales revenue.  In addition, competitors 

may exercise their competitive advantage of cost, quality and brand to dominate the 

market (Porter, 1980).  This generates competitive threats and reduces a particular 

product or service’s life cycle (Rolfe, 1992), creating uncertainty in the environment 

and restricting managers’ ability to make effective decisions (Mia & Clarke, 1999).   

In the context of hotels, there is sufficient anecdotal evidence suggesting that 

competition is on the rise, for instance, Kriegl (2000) states that recently a number of 

new hotels have opened in popular tourist destinations due to the large growth in 

tourism activities and attractive growth potentials.  Adams (2000) and Poole (2000) 

highlight that financial institutions are placing a greater importance on hotel project 

appraisal in terms of their location, target markets, and management company profile.  

Similarly, several web-based hotel reservation system companies such as Orbitz, 

Expedia and Travelcity have made it possible for customers to compare room rates and 

verify different facilities through personal computers (Wall Street Journal, 2003).  As a 
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result, competing hotels are entering into a price war (Baum & Haveman, 1997; 

Buckhiester, 2003; Kim et al., 2004; Roginsky, 1995; Wall Street Journal, 1997).  It is 

maintained by several authors that new hotel developments, stringency of funds to build 

hotels and price reductions have added to the intensity of market competition.  

Rutherford (1987) explains that intense market competition in hotels impedes 

department managers’ ability to make effective decisions. 

In addition, during the pilot study interviews, department managers commented 

on the aspects of market competition.  One room department manager said:  

“You see, in terms of the physical makeup of four and five star hotels’ 
rooms, restaurants and other amenities, there is little or no difference 
wherever you go.  So, as our competitors reduce their room rates, we 
have no other option but to match or even beat competitors’ rates or 
offer free breakfast, bottle of wine to maximise the use of our facilities.  
We believe that the room rate is one of the main determining factors in 
customers choosing us”. 
 
Another room department manager commented:   

“We offer various incentives and loyalty programs to our customers but 
to a large extent the customer loyalty is driven by the prices.  As a 
matter of fact, recently we lost a major contract due to our competitor 
offering slightly lower prices, despite our central location and superior 
quality customer service”.   
 
Another room department manager pointed out:  

“Our guest rooms in comparison to competitors are very similar in size, 
facilities and location.  For this reason, we have to monitor our 
competitors’ prices closely.  If our guest rooms are not sold by 6.00 pm 
on any one night, the likelihood of selling the same vanishes.  Keeping 
these specifics in mind, we have no option but to secure the sale, so at 
least our major cost is recovered.  While heavy discounting drags our 
average room rate, it improves our occupancy and the possibility of 
selling other products and services, and above all gives us an 
opportunity to gain customer loyalty”. 
 
Similarly, food and beverage department managers felt that they had to respond 

to the competitors’ marketing efforts (advertising, sales promotions and merchandising).  

One food and beverage department manager commented:   

“In this city, I was the first F&B manager to invite the international 
celebrity chefs during the slack period to keep up the customer’s 
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interest.  Indeed, these actions assisted us in attracting and retaining 
larger number of customers, but these days several other hotels and 
resorts are following similar strategies and diluting its effect for 
everyone.  We have to constantly work on attracting more customers”.   
 
It is evident from the above comments that price and marketing competition is 

fairly high in the hotel industry.  Moreover, practising managers during the pilot study 

interviews supported the use of items related to price, products and services quality, and 

marketing to assess the intensity of market competition and used by other researchers 

(Khandawalla, 1972; Mia & Clarke, 1999; Williams & Seaman, 2001).  Therefore, it is 

appropriate to use price, products and services quality, and aspects of marketing in 

assessing the intensity of market competition in hotels.   

Department managers described their perceptions of the intensity of market 

competition faced by their respective departments.  They were asked, “How difficult 

would you say it is for your department to compete in terms of products and services 

price, quality (e.g., comfort, amenities, atmosphere and efficient service) and marketing 

efforts of competitors (e.g., sales promotions, advertising and loyalty programs)”.  See 

Appendix C-Self-Administered Postal Survey Questionnaire for department managers’ 

perceptions of the intensity of market competition affecting their department.  The three 

items (aspects) of market competition were measured on a seven point Likert scale 

ranging from 1 to 7, where 1 indicated “not at all difficult” and 7 indicated “very 

difficult”.  This method allowed department managers to assess the intensity of market 

competition affecting their department within the hotel. 

The descriptive statistics of the three items of market competition including the 

mean and standard deviation are shown in Table 4.8.  The descriptive statistics indicate 

that price competition tends to be slightly higher than the marketing competition.  The 

means show there is fairly high level of competition and the standard deviations for the 

three items also show that hotel department managers’ responses were reasonably well 

spread.   
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Table 4-8 
Descriptive statistics for market competition 
 

Variable Mean S. Dev Actual Range 

Price competition  4.24 1.55 1 – 7 

Product and service quality competition 3.73 1.28 1 – 7 

Marketing competition 3.96 1.21 1 – 7 

 

Consistent with the approach adopted by Chong and Rundus (2004) and 

Williams and Seaman (2001), factor analysis (using a Principal Component-Varimax 

with a Kaiser Normalization Rotation method) was used to test construct validity for the 

three-item instrument assessing market competition.  The factor analysis extracted a 

single factor with an Eigen-value greater than one and accounting for 75.6% of the total 

variance.  Table 4.9 illustrates the factor analysis results.   

 

Table 4-9 
Factor analysis for market competition 
 

Items Factor 1 
Price competition .810 
Product and service competition .795 
Marketing competition .989 
Eigen values 2.27 
Explained variance 75.56% 

 

The average of the three items of market competition was taken to represent the 

hotel department manager’s perception of the intensity of market competition faced by 

their department.  Tables 4.10 (a) and 4.10 (b) present mean, standard deviation and 

reliability alpha for the market competition based on the combined sample and split by 

country.  The combined score for market competition is somewhat high and reasonably 

well spread.  However, department managers in Australia perceive competition to be 

higher than their counterparts in India.  The reliability of the scale was tested using 
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Cronbach alpha to test for internal consistency of the scale.  The results were .82 for 

overall competition, which is judged to be acceptable (Nunnally, 1978) and is in line 

with Chong and Rundus (2004) and Williams and Seaman (2001), who reported alpha 

scores of .87 and .67 respectively.   

Table 4-10 (a) 
Descriptive statistics and reliability for market competition 
 

Variable Mean S.D. Actual range Reliability alpha 
Market competition 3.98 1.16 1 – 7 .82 

 

Table 4-10 (b)  
Descriptive statistics and reliability for market competition by country 
 

Australia India 
Variable 

Mean S.D. Actual 
range Alpha Mean S.D. Actual 

range Alpha 

Market competition 4.08 1.15 2 – 7 .82 3.55 1.13 1 – .50 .79 
 

4.6.3 Transformational leadership style 

Burns (1978) described transformational leadership as a leadership style that 

satisfies individuals’ higher order needs and develops individuals to their full potential. 

Bass (1985) preceded Burns (1978) theory of transformational leadership and explained 

that transformational leaders influence higher levels of motivation and organisational 

commitment among subordinates by articulating and sharing their vision, and calling for 

higher order ideals and values.  In addition, transformational leaders develop 

subordinates’ creative and innovative skills (Tracey & Hinkin, 1996), which result in 

improved performance (Catanyag, 1995; Garcia, 1995).  For this study, transformational 

leadership style is the only style included for the following two reasons.   

First, the preparation and delivery of hotel products and services depend upon a 

significant level of face-to-face interactions between staff and customers (Dobyns & 

Crowford-Mason, 1991).  Moreover, the competitive environment affects the provision 
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of hotel products and services (Brander Brown & Atkinson, 2001; Jogaratnam et al., 

1999; Wolff, 2004).  Hence, a combination of high face-to-face interaction between 

staff and customers and the competitive environment creates considerable uncertainty 

(discussed at length under Sections 1.2.2 and 2.4.2).   

Second, transformational leadership theory has been widely used in recent 

studies of performance and leader effectiveness (Banerji & Krishnan, 2000; Boehnke et 

al., 1997; Dvir et al., 2002; Sosik & Megerian, 1999; Tracey & Hinkin, 1996; Yusaf, 

1998).  These studies found a positive relationship between transformational leadership 

and performance (Lowe et al., 1996; Zwingman-Bagley, 1999) as well as with 

subordinates’ satisfaction with the leader and the leader’s effectiveness (Arnold et al., 

2001; Tracey & Hinkin, 1996).  Therefore, the inclusion of transformational leadership 

in this study is highly relevant. 

Bass and Avolio’s (1997) revised Multifactor Leadership Questionnaire (MLQ-

Form 5X) was used in this study to assess department managers’ perceptions of their 

general manager’s (superior’s) transformational leadership style.  Researchers in 

management and hospitality have extensively used this instrument and found it to be 

highly reliable (Hinkin & Tracey, 1994; Jung & Avolio, 1999; Lowe, et al., 1996; Parry 

& Sarros, 1994; Shamir, Zakay, Breinin & Popper, 1998; Sosik & Megerian, 1999; 

Tracey & Hinkin, 1996). 

The transformational leadership style of hotel general managers was assessed 

with the help of 20 items representing Bass’s theoretical five sub-dimensions: idealised 

attributes (manager encourages pride for being associated with him/her), idealised 

behaviour (talks about his/her most important values and beliefs), inspirational 

motivation (talks positively about the future), intellectual stimulation (seeks differing 

viewpoint when solving problems) and individualised consideration (spends time 

teaching and coaching).  See Appendix C-Self-Administered Postal Survey 
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Questionnaire for department managers’ perceptions of their general manager’s 

transformational leadership style items.  Department managers were asked to indicate 

the extent to which each of the 20 items reflected their general manager’s 

transformational leadership style.  All 20 transformational leadership items were 

measured using a five point Likert scale where 1 indicated “not at all” and 5 indicated 

“frequently if not always”.  Table 4.11 lists the descriptive statistics for transformational 

leadership items segregated into Bass’s theoretical five sub-dimensions. 

Table 4-11 
Descriptive statistics for transformational leadership style 

Items Mean S.D. Theo. 
range 

Act. range 

Idealised attributes      
 Encourages pride  3.65 1.04 1 – 5 1 – 5 
 Goes beyond self-interest 3.81 1.07 1 – 5 1 – 5 
 Build others respect 3.51 1.06 1 – 5 1 – 5 
 Displays sense of power 4.03 0.93 1 – 5 1 – 5 
Idealised behaviour     
 Talks of important values 3.73 1.00 1 – 5 1 – 5 
 States sense of purpose 3.87 1.03 1 – 5 1 – 5 
 Considers moral issues 3.63 1.05 1 – 5 1 – 5 
 Stresses collective sense 3.83 0.96 1 – 5 1 – 5 
Inspirational motivation      
 Talks positively of future 3.97 0.97 1 – 5 1 – 5 
 Talks of achievements 4.03 0.98 1 – 5 1 – 5 
 Communicates vision 3.84 1.05 1 – 5 1 – 5 
 Goals will be achieved 3.94 0.86 1 – 5 2 – 5 
Intellectual stimulation      
 Re-examines critical items 3.86 0.89 1 – 5 1 – 5 
 Seeks differing views 3.54 1.16 1 – 5 1 – 5 
 Gets others to look at problem differently 3.73 0.99 1 – 5 1 – 5 
 Suggests new ways 3.90 0.95 1 – 5 1 – 5 
Individualised consideration      
 Spends time in coaching 3.15 1.02 1 – 5 1 – 5 
 Treats as individuals 3.54 1.10 1 – 5 1 – 5 
 Considers individuals different abilities 3.81 0.89 1 – 5 1 – 5 
 Helps develop strengths 3.57 0.98 1 – 5 1 – 5 
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Consistent with the approach of Atwater and Yammarino (1992), Avolio, 

Howell and Sosik (1999), Banerji and Krishnan (2000), Chen (2004), Deluga (1988), 

Dubinslay, Yammarino and Jolson (1995), Madzar (2001), Sosik and Megerian (1999) 

and Tracey and Hinkin (1996), the mean of 20 items was taken to reflect the global 

score representing hotel department managers’ perceptions of their general manager’s 

transformational leadership style.   

Tables 4.12 (a) and 4.12 (b) present mean, standard deviation and reliability 

alpha for hotel general managers’ transformational leadership style based on combined 

sample and split by country.  The combined score for general managers’ 

transformational leadership style is somewhat high and well spread.  However, 

department managers in Australia perceive general managers to be more 

transformational than their counterparts in India. 

The internal consistency reliability Cronbach coefficient alpha of .94 for the 

combined sample, .93 for Australian and .95 for Indian sample was achieved, and was 

in line with Cronbach coefficient alpha between .87 and .96 reported by other 

researchers (Arnold et al., 2001; Avolio et al., 1999; Madzar, 2001).  The reliability 

alpha for transformational leadership style indicates a satisfactory level of reliability of 

the instrument, as it is well above the expected level of .70, recommended by Nunnally 

(1978).   

Table 4-12 (a)  
Descriptive statistics and reliability for transformational leadership style  
 

Variable Mean S.D. Actual range Alpha 
Transformational 3.72 0.68 1.79 – 4.96 .94 

 
Table 4-12 (b)  
Descriptive statistics and reliability for transformational leadership style by 
country  
 

Australia India Variable 
Mean S.D. A.  Range Alpha Mean S.D. A. Range Alpha

Transformational 3.78 0.66 1.79 – 4.96 .93 3.43 0.70 1.95 – 4.91 .95 
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4.6.4 Broad scope MAS information use 

Chenhall and Morris’s (1986) original instrument of management accounting 

systems (MAS) has four dimensions including scope, timeliness, aggregation and 

integration of information.  However, in the current study, the dimension of broad scope 

MAS information is used for three main reasons.  First, hotel department managers 

operate in a competitive environment, added to which are the unique characteristics of 

the hotel industry causing high job complexity (as discussed in Section 1.2.2 concerning 

motivation for the study).  High job complexity creates an increased level of 

environmental uncertainty, which can only be effectively managed using broad scope 

MAS information (Davidson & Griffin, 2000; Ferris & Haskins, 1988; Mia, 1989; 

Moores & Booth, 1994).  Second, the use of broad scope MAS information allows 

insight into complex decision-making (Chong, 1996; Gul & Chia, 1994; Mia, 1994).  

Third, the dimension of broad scope MAS information use, which has been extensively 

used by various researchers (Chong, 1996; Gordon & Narayanan, 1984; Gul, 1991; Gul 

& Chia, 1994; Mia, 1993; Mia & Chenhall, 1994; Mia & Clarke, 1999). 

The scope of information can be either narrow or broad in nature.  On one hand, 

narrow scope MAS information involves internally generated historical financial 

information, such as sales revenue, net profit and return on investment.  On the other 

hand, broad scope MAS information involves narrow scope information as well as 

external and future oriented information, such as competitors’ actions, market 

conditions, state of the economy, customers’ preferences and their demographics.  

According to Mia and Chenhall (1994) and Mia and Clarke (1999), broad scope MAS 

information ought to incorporate both internally generated financial (i.e., sales, gross 

profit, material and labour costs) and non-financial (i.e., customer satisfaction, 

employees satisfaction) data, and externally generated data (i.e., details of competitors 

and economical, social, legal and technological changes) affecting the business.  
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The instrument used in assessing department managers’ use of broad scope 

MAS information was adapted from Chenhall and Morris’s (1986) six-item instrument.  

This instrument was deemed to be suitable for the current study, since Chenhall and 

Morris’s instrument secures the distinctiveness of MAS information that is considered 

to be highly critical for senior managers’ decision-making (Mia, 1993).  The original 

instrument measured managers’ perceptions of MAS information use.  However, Chong 

(1996), Gul and Chia (1994) and Mia and Chenhall (1994) criticised the assessment of 

the perceived usefulness of MAS information.  They contended that the perceived 

usefulness of MAS information in itself fails to provide a satisfactory link between the 

MAS information and performance.  For instance, managers may perceive a certain type 

of MAS information to be highly useful, but until they actually use the particular 

information they would not know its worth.  Accordingly, Chong (1996), Gul and Chia 

(1994) and Mia and Chenhall (1994) recommend measuring the manager’s extent of 

MAS use, rather than the manager’s perception of its usefulness.  For this study, 

managers’ use of MAS information was used.   

Department managers were asked to indicate a number that best described their 

level of information use related to financial and non-financial aspects of the operation, 

non-financial aspects of the market, future events, likelihood of the future events 

occurring, social changes and external environment using a seven point Likert scale 

where 1 indicated “Very low” and 7 indicated “Very high”.  See Appendix C-Self-

Administered Postal Survey Questionnaire for broad scope MAS information use items.  

Table 4.13 illustrates the descriptive statistics for the seven items of broad scope MAS 

information use. 
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Table 4-13 
Descriptive statistics for broad scope MAS information use 
 

Items Mean S.D. Theo. range Act. range 
Broad scope MAS      
Financial aspect of ops 5.86 1.00 1 - 7 2 - 7 
Non-fin aspect of ops 5.45 1.17 1 – 7 1 – 7 
Non-fin aspect of market 5.09 1.23 1 – 7 1 – 7 
Future events 5.34 1.27 1 – 7 1 – 7 
Likelihood of event 5.06 1.21 1 – 7 1 – 7 
Social changes 4.88 1.17 1 – 7 1 – 7 
External environment  4.77 1.24 1 – 7 1 – 7 

 

To test the construct validity for broad scope MAS information use, factor 

analysis (using a Principal Component-Varimax with a Kaiser Normalization Rotation 

method) was used.  The factor analysis extracted a single factor with an Eigen-value 

greater than one and accounting for 60.8% of the total variance.  Table 4.14 illustrates 

the factor analysis results.  Therefore, the average of the seven items of broad scope 

MAS information use was taken to represent broad scope MAS information use.   

The reliability of the scale was tested using Cronbach alpha to estimate the 

internal consistency of the items.  The results were .85 for overall broad scope MAS 

information use, which is judged to be acceptable (Nunnally, 1978).  Furthermore, other 

researchers, such as Chenhall and Morris (1986), Chong (1996), Chong and Chong 

(1997), Gul (1991) and Gul and Chia (1994) reported internal reliability coefficient 

alphas between .76 and .92 respectively indicating high internal reliability for the scale.   
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Table 4-14 
Factor analysis for broad scope MAS information use 
 

Items Factor 1 
Financial aspect of ops 0.633 
Non-fin aspect of ops 0.739 
Non-fin aspect of mkt 0.786 
Future events 0.709 
Likelihood of event 0.739 
Social changes 0.753 
External environment  0.751 
Eigen values 3.74 
Explained variance 53.48% 

 

Tables 4.15 (a) and 4.15 (b) provide descriptive statistics and reliability alpha for 

broad scope MAS information use based on the combined sample and split by country.  

The combined score for department managers’ use of broad scope MAS information is 

fairly high and reasonably well spread.  In terms of department managers in Australia, 

they seem to make greater use of broad scope MAS information as compared to their 

counterparts in India.  However, the spread of scores among Indian managers is higher 

than Australian managers. 

 

Table 4-15 (a)  
Descriptive statistics and reliability for broad scope MAS information use 
 

Variable Mean S.D. Actual range Alpha 
B. scope MAS  5.21 0.87 1.4 - 7 .85 

 

Table 4-15 (b)  
Descriptive statistics and reliability for broad scope MAS information use by 
country 
 

Australia India 
Variable 

Mean S.D. Act. 
range Alpha Mean S.D. Act. 

range Alpha 

B. scope MAS  5.29 0.79 1.40 - 7 .82 4.88 1.09 2.70–6.7 .92 
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4.6.5 National culture 

Hofstede (1980) explains national culture as the way individuals think, feel and 

behave at home, in the work environment and in society.  Hofstede (1980) identified 

four dimensions of national culture including power distance, individualism, uncertainty 

avoidance and masculinity.  At a later date, a fifth dimension of time orientation was 

added.  Triandis (1982) points out that Hofstede’s national culture dimensions are 

highly reliable and assist in understanding national culture diversity among different 

countries.  Researchers such as Chow et al. (1994/1996), Harrison (1992/1993), 

Helgstrand and Stuhlmacher (1999), Lau et al. (1997), O’Connor (1995) and Roper, 

Brookes and Hampton (1997) support the use of Hofstede’s national culture framework.   

For this research, two dimensions of national culture, namely power distance 

and individualism, were selected because Hofstede (1980) links those with the senior 

manager’s leadership style and management control systems, and the same dimensions 

for Australia and India are on the opposite ends of the scale.  Moreover, several 

researchers lend support for the use of power distance and individualism dimensions of 

national culture and explain that these dimensions are sufficient to establish cultural 

differences in organizational settings (Chow et al., 1994/1996; Harrison, 1992/1993; 

Lau et al., 1997).  Hence, the above two dimensions of national culture are used in 

investigating culture effects on hotel general manager’s transformational leadership 

style and department managers’ use of management accounting systems (MAS) 

information on performance.   

National culture for Australian and Indian managers was assessed by means of 

their personal work values and beliefs in the work environment.  For instance, the power 

distance instrument consisted of three items.  The first item asked department managers 

if they were afraid to express their opinion to their superior.  The remaining two items 

asked them to indicate the extent of involvement their superior allows in decision-
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making and the extent of department managers desire to get involved in decision-

making.  Similarly, a six-item instrument assessed individualism by gauging the degree 

to which an individual integrates into a group, thus reflecting the culture’s status.  

Department managers were asked to express their level of disagreement or agreement 

with various aspects of personal values and beliefs at work.  See Appendix C-Self-

Administered Postal Survey Questionnaire for power distance and individualism items.  

A five point Likert scale was used, where 1 indicated “strongly disagree” and 5 

indicated “strongly agree”.  Table 4.16 provides descriptive statistics including mean, 

standard deviation, theoretical range and actual range for power distance and 

individualism scores of the Australian and Indian samples. 

 

Table 4-16 
Descriptive statistics of national culture  
 

Australia India 
Variables 

Mean S.D. Theo. 
range 

Act. 
range Mean S.D. Act. 

range 
Power Distance        
1. Afraid to express views 1.91 1.23 1 - 5 1 - 5 2.58 0.86 2 - 5 
2. GM involves staff 3.23 1.39 1 - 5 1 - 5 2.42 0.68 1 – 3.5 
3. I favour my GM to involve staff 4.04 0.86 1 - 5 2 - 5 2.92 0.76 1 - 4 
Individualism        
1. Ample time for personal life 2.93 0.94 1 - 5 1 - 5 2.50 0.60 1 - 4 
2. Ample freedom at work 3.51 1.06 1 - 5 1 - 5 2.75 0.76 1 - 4 
3. Job provides challenging work 4.45 0.79 1 - 5 1 - 5 4.03 0.86 3 - 5 
4. Hotel provides ample personal 

development 
3.45 1.29 1 - 5 1 - 5 2.53 0.84 1 - 4 

5. Hotel provides good physical 
conditions 

3.64 1.25 1 - 5 1 - 5 3.31 0.86 1 - 5 

6. Able to apply skills at work 3.95 1.12 1 - 5 1 - 5 3.56 0.98 1 - 5 
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4.6.5.1 Power distance 

Power distance concerns the degree to which superiors exercise their influence 

and status in getting the work done, and the extent of equality or inequalities existing in 

the society.  More specifically, the level of power distance is determined by how far the 

superior involves their subordinates in decision-making.  In this study, power distance 

was assessed using Hofstede’s (1980) three-item instrument.  The first item asked 

managers to indicate if they were afraid to express their disagreement with superiors 

and the other two items concerned whether the superior displayed an autocratic or 

consultative management style.  Hofstede (1980) reported that managers scoring high 

on the power distance dimension of national culture tended to be afraid of expressing 

their views in front of the superior and favour working for an autocratic leader.  

However, managers scoring low on power distance tended to be open and frank in 

expressing their views in front of the superior and favoured working for a consultative 

leader. 

Power distance scores for Australian and Indian hotel managers were calculated 

using Hofstede’s (1980, p.103) formula, also used by Harrison (1992) and Lau et al. 

(1997).  To this formula Hofstede (1980) added a constant of 135 to assign an 

assortment of power distance scores between 0 and 100.  The following formula is used 

in determining the power distance score. 

PD = 135 - 25 (mean score of “A”) + (% of managers perception “B”) - (% of 

managers expectations of their superior “C”).     

Where: 

A = staff members at this hotel are afraid to express their views with superiors 

B = my GM involves subordinates in all decision-making 

C = I favour my GM to involve subordinates in all decisions 

Power distance scores for Australia and India 
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Australia 

Power Distance Score =  135 – 25 (1.91) + 33.3 – 70.4  

   35 – 47.75 + 33.3 – 70.4 = 50 

India 

Power Distance Score =  135 – 25 (2.58) + 50 – 31.2  

 135 – 64.5 + 50 – 31.2 = 89.3 or 89  

Since Hofstede’s original instrument was designed to measure the national 

culture and not individual managers’ personality scores, a single score for Australia and 

India as a nation was calculated.  Under these circumstances, reliability tests, such as 

Cronbach alpha and factor analysis were not necessary (Hofstede, 1980).   

4.6.5.2 Individualism 

According to Hofstede (1991), high individualism refers to “societies in which 

the ties between individuals are loose: everyone is expected to look after himself or 

herself and his or her immediate family”.  Hofstede established that the high 

individualism dimension of national culture firmly relates to the value workers attach to 

“work goal” items, such as personal life, freedom and challenging work, and the feeling 

of independence.  Low individualism, however, refers to “societies in which people 

from birth onwards are integrated into a strong cohesive in-group, which throughout 

people’s lifetime continues to protect them in exchange for unquestioning loyalty” (p. 

52).  In addition, it relates to training, physical conditions and the use of skills. 

Hofstede (1991) reported that managers scoring high on the overall dimension of 

individualism scored high on items concerning time for personal life, freedom to adopt a 

personal approach and challenging work to achieve a sense of accomplishment, and 

scored low on items concerning training opportunities, physical conditions and ability to 

use knowledge and skills at work.  Managers scoring low on the overall dimension of 

individualism scored low on items concerning time for personal life, freedom to adopt a 
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personal approach and challenging work to achieve a sense of accomplishment, and 

scored high on items concerning training opportunities, physical conditions and ability 

to use knowledge and skills at work.  In addition, Hofstede stated that wealthy nations 

tend to take the work conditions like training, physical conditions and the use of skills 

for granted, hence making these conditions relatively unimportant work goals.  

However, poor nations tend to consider good working conditions such as training, 

physical conditions and the use of skills as a privilege, hence making them relatively 

important work goals.  

The individualism dimension of national culture was assessed using Hofstede’s 

(1980) six-item instrument based on work goals.  The index for individualism was 

calculated based on Hofstede’s (1980) formula, which was also used by Harrison (1992) 

and Lau et al. (1997), and scores ranged between 0 and 100.  As with power distance, 

the individualism dimension of national culture did not require reliability and validity 

tests (Hofstede, 1980). 

IDV = 14.680 - 41.562 (mean of “A”) + 43.678 (mean of “B”) - 24.587 (mean of 

“C”) - 26.298 (mean of “D”) + 39.495 (mean of “E”) + 26.511 (mean of “F”). 

Where 

A = Job leaves ample personal time 

B = Hotel provides ample personal development 

C = Job provides challenging work 

D = Job allows freedom at work 

E = Hotel provides good physical conditions 

F = Able to apply skills at work 

Individualism scores for Australia and India 
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Australia 

14.68 – (41.56 * 2.93) + (43.68 * 3.45) – (24.59 * 4.45) – (26.3 * 3.51) + (39.5 * 

3.64) + (26.51 * 3.95) 

14.68 – 121.77 + 150.7 – 109.42 – 92.31 + 143.78 + 104.71 = 90.4 or 90 

India 

14.68 – (41.56 * 2.5) + (43.68 * 2.53) – (24.59 * 4.03) – (26.30 * 2.75) + (39.5 * 

3.31) + (26.51 * 3.56) 

14.68 – 103.9 + 110.51 – 99.10 – 72.33 + 130.75 + 94.37 = 74.98 or 75 

 

4.7 Data collection through face-to-face interviews 

The follow-up face-to-face interviews were organised with randomly selected 

hotel department managers in the two countries who indicated their interest in taking 

part in such interviews at a later date.  A self-administered survey questionnaire allowed 

reaching a large number of hotel department managers, whereas face-to-face interviews 

allowed clarifying issues related to the results obtained through the self-administered 

postal survey.  In fact, the effects of the relationship between department managers’ 

perceptions of the intensity of market competition, their general manager’s 

transformational leadership style, and their use of broad scope MAS information on 

departmental performance is better understood by getting closer to the subjects.  

Moreover, discussing and observing managers’ attitudes and behaviour towards 

different aspects of management control systems and practices during the interview 

improved the understanding of the impact of national culture on the relationships. 

In the self-administered postal survey questionnaire, each department manager 

was asked to indicate if they were happy to participate in follow-up interviews to be 

conducted at a later date.  In total, 16 food and beverage and 16 rooms department 

managers from 16 hotels in Australia and India indicated their willingness to participate 
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in the face-to-face interviews.  Out of ten food and beverage and ten rooms department 

managers from ten hotels in Australia, four food and beverage and four rooms 

department managers were randomly selected, and arrangements related to the date and 

time of the interviews were made.  Similarly, out of six food and beverage and six 

rooms department managers from six hotels in India, four food and beverage and four 

rooms department managers were randomly selected, and arrangements related to the 

date and time of the interviews were made.  Therefore, the qualitative data were 

collected from eight department managers (rooms and food and beverage) in Australia 

and eight department managers (rooms and food and beverage) in India. 

Face-to-face interviews involved open-ended questions related to each of the 

variables.  A copy of the face-to-face interview questions is included in Appendix D.  

During the interview brief notes were taken and at the conclusion of the interview, notes 

were elaborated.  The open-ended part of interview lasted between 30 and 40 minutes 

with each manager. 

4.8 Chapter summary 

The purpose of this chapter was to present details related to the procedure used 

in collecting data for testing the hypotheses.  In particular, two methods of data 

collection used in the study (i.e., self-administered postal survey and face-to-face 

interviews with selected department managers in Australia and India) were discussed, 

and their benefits were highlighted.  The sample, including the selection and importance 

of large four and five star hotels, particular department managers (i.e., food and 

beverage and rooms) and aspects of national culture were discussed.  This was followed 

by data collection procedure, comparison of response rates of hotel department 

managers in Australia and India, and their demographic details.  Next, the details of the 

pilot study with master of hospitality management students, academics and practising 

managers provided to improve the reliability and validity of the study.  A detailed 
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discussion on measures, including financial and non-financial aspects of departmental 

performance, the intensity of market competition perceived by hotel department 

managers, the general manager’s transformational leadership style, the use of broad 

scope management accounting systems information and national culture, was also 

provided.  In addition, the justification for selecting various dimensions of different 

variables was explained, and their reliability as well as validity results were provided.  

The final part of this chapter explained the process of managing face-to-face interviews 

with hotel department managers.   

The next chapter presents the results of the performance model hypotheses, the 

effect of national culture on the performance model, and the qualitative data collected 

through face-to-face interviews with hotel department managers. 
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CHAPTER 5.0  -   RESULTS 

5.1 Introduction 

This chapter presents the results of self-administered postal survey and face-to-

face interviews with Australian and Indian hotel managers, and is organised in five 

sections.  Section 5.2 argues for the suitability of the regression models used.  Section 

5.3 presents the additive and multiplicative models for testing various hypotheses.  This 

is followed by Section 5.4, which reports results for the first set of hypotheses related to 

the direct effect and the interactive effect of the hotel department managers’ perceived 

intensity of the market competition, their general manager’s transformational leadership 

style and their use of broad scope management accounting systems (MAS) information 

on departmental performance.  Section 5.5 presents the second set of hypotheses related 

to national culture and incorporating its effect on the three-way interaction.  Section 5.6 

reports the results of the qualitative data gathered through face-to-face interviews with 

hotel department managers in Australia and India. 

The hypotheses developed in Chapter 2 state that, to a large extent, the high 

market competition creates uncertainty (Burns & Stalker, 1961; Duncan, 1972; Weick, 

1969) and the hotel industry’s unique characteristics further adds to the uncertainty (Mia 

& Patiar, 2002).  Also the senior manager’s transformational leadership style genuinely 

motivates and empowers subordinates by sharing the organisational vision and decision-

making power (Bass, 1985; Bass & Avolio, 1994; Mullins, 1999).  The sharing of 

vision and decision-making power helps subordinates recognise their own potential and 

enhances their self-confidence.  A combination of department managers’ perception of 

the intense market competition and the general manager’s transformational leadership 

style leads to department managers’ increased use of broad scope MAS information, 

which in turn results in improved performance (Chenhall & Morris, 1986; Chong & 

Chong, 1997; Fry & Slocum, 1984; Gordon & Narayanan, 1984; Mia, 1993).  
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Moreover, hypotheses developed in Chapter 3 states that the above relationships are 

moderated by the effect of national culture.  To test the direct effects and the interactive 

effects of the independent variables on the dependent variables, multiple regression 

analysis was used. 

5.2 Suitability of regression model 

The regression analysis is perhaps the most suitable and commonly used 

statistical technique in business and academic research.  Researchers have assessed the 

relationship between various independent and dependent variables using multiple 

regression technique (Chenhall & Morris, 1986; Gellis, 2001; Govindarajan & Fisher, 

1990; Gul, 1991; Gul & Chia, 1994; Gupta & Govindarajan, 1984; Hinkin & Tracey, 

1994; Jogaratnam et al., 1999; Mia, 1993; Mia & Chenhall, 1994; Mia & Patiar, 2002).  

Other researchers investigated the effect of national culture by using culture as a 

dummy variable (Awasthi et al., 1998; Harrison, 1992/1993; Lau et al., 1997; 

O’Connor, 1995; Williams & Seaman, 2001).  

Consistent with the practice of past researchers, the present data conformed to 

the general assumptions of multiple regression technique.  Hair (2002) and Tabachick 

and Fidell (2001) outlined four assumptions that must be satisfied before a valid 

regression model can be used to examine the relationship between independent and 

dependent variables.  Such as, data to be of an interval scale and free from measurement 

error; have a linear relationship between the variables; be normally distributed and have 

no collinearity.  Each of the four assumptions is discussed next. 

First, data must be of an interval scale and be free from measurement error.  

While data in this study is of an ordinal scale, numbers represents managers’ 

perceptions and has somewhat resemblance to an interval data.  Moreover, researchers 

in general management and management accounting support the use of regression 

method (Chong & Rundus, 2004; Hinkin & Tracey, 1994; Mia & Clarke, 1999; Tracey 
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& Hinkin, 1996).  The variables in the study have no apparent measurement errors.  

This is because Cronbach alpha for all the variables used in the study are between .70 

and .94.  Hence, indicating that the measurement errors are at the satisfactory level.  See 

Section 4.6 for details on variables measurement. 

Second, there must be a linear relationship between independent and dependent 

variables.  According to Darlington (1990), the assumption of linearity is extremely 

vital when examining interaction effect in the multiple regression models.  Darlington 

points out that occasionally curvilinear relationship pretends as a linear interaction.  In 

this study, linearity is confirmed with a normal-probability plot of the standardised and 

expected residuals for each model.  It is evident that residuals do not display any 

curvilinear pattern, which can be taken as the presence of linearity in the data.  

Furthermore, the linear relationship between the independent and dependent variables in 

the study are supported by the theoretical justification discussed in the theory chapter.  

As such, it allows estimating the true relationship between the variables.  

Third, data ought to be normally distributed.  The assumption of normality was 

computed with the help of normal probability plot of each predicted dependent variable 

score.  In this study, the pattern of the data indicate that scores of dependent variables 

tend to concentrate in the centre of the plot and the remaining scores trailing off 

gradually from the centre.  These results confirm that the variance contained in the 

residuals is representative of the true population variance (Hair, 2002).  Therefore, the 

normality assumption was also fulfilled. 

Fourth, there should be no significant correlation among the independent 

variables.  The results of inter-correlation indicate a positive and significant, but weak 

correlation between transformational leadership style and broad scope MAS information 

use (Pearson correlation coefficient = .22, p < .01).  However, in the case of the inter-

correlation between transformational leadership style and market competition as well as 
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market competition and broad scope MAS information use, no significant correlation 

was found.  See Table 5.1 for correlation matrix.  The lack of collinearity among the 

independent variables improves the predictive ability of the regression model, as it 

increases the amount of variance explained by variables that are reasonably independent 

of each other (Hair, 2002).  Therefore, the data satisfy all assumptions necessary for the 

general multiple regression models and the hypotheses can be tested with the direct and 

interactive effects.   

 

Table 5-1 
Mean, standard deviation and inter-correlation for measures used in the study; N 
= 164 
 

Variables Mean S.D. 1 2 3 4 5 6 7 

1.  Competition 3.98 1.16 -       
2.  Transformational 

leadership 
3.72 0.68 -.04 -      

3.  B. Scope MAS 
information 

5.21 0.87 .08 .22** -     

4.  Financial performance 5.30 1.12 -.18* .17* .20** -    
5.  Capacity utilisation 5.11 1.05 -.20* .19* .19* .64** -   
6.  Quality of staff and 

customer relationship  
5.08 0.88 -.19* .30** .22** .58** .53** -  

7.  Overall change in 
performance  

5.54 1.06 -.07 .22** .26** .50** .34** .42** - 

8.  Overall change in 
revenue  

5.37 1.15 -.16* .18* .11 .34** .27** .25** .61** 

* p < .05.  ** p < .01.   

 

The inter-correlation results among independent and dependent variables 

indicate a positive and significant, but low relationship.  However, the inter-correlation 

among the dependent variable tends to be positive and significant, but low to moderate 

(Pearson correlation coefficient ranging between .25, p < .01 and .64, p < .01).  

Furthermore, it is worthy of note that apart from the inter-correlation among 

independent and dependent variables, such controlled variables as hotel department 

managers’ gender, age, education and professional experience and culture were also 
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included.  The results indicate that none of the controlled variables significantly 

correlated with either independent or dependent variables.  See Appendix E for inter-

correlation results for all independent, dependent and controlled variables used in the 

study.   

5.3 The additive and multiplicative models 

The additive and multiplicative models were used in this study to examine the 

direct effects, and the two and three-way interactions between the department managers’ 

perception of the intensity of market competition, their general manager’s 

transformational leadership style and their use of broad scope MAS information on 

departmental performance.  The departmental performance included financial 

performance, non-financial performance indicators (capacity utilisation and quality of 

staff and customer relationships), and overall departmental performance indicators 

(change in over all departmental performance and departmental revenue in the past two 

years).  To examine the above relationship, the use of hierarchical multiple regression 

technique was used, since this technique is most appropriate (Schoonhoven, 1981; 

Southwood, 1978; Tabachick & Fidell, 2001) and commonly used by other researchers 

(Dunk, 2003; Govindarajan & Fisher, 1990; Gul & Chia, 1994; Hartmann & Moers, 

1999/2003; Lau et al., 1997).   

There are three main reasons for selecting hierarchical multiple regression 

technique.  First, hierarchical multiple regression allows to examine the significance of 

the coefficient for the direct effect, the two-way and the three-way interactions 

independently.  Dunk (2003), Hartmann and Moers (1999/2003), Schoonhoven (1981) 

and Southwood (1978) point out that hierarchical multiple regression technique 

improves the reliability of the results.  Second, according to Cohen and Cohen (1983), 

hierarchical multiple regression technique also allows determining the proportion of the 

variance accounted for by the direct effect model, the two-way interaction model and 
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the three-way interaction models separately.  Third, hierarchical multiple regression 

improves the accuracy of estimation and the power of the tests appropriate to the direct 

effect and lower order interaction to be unaffected by the higher order interactions 

(Cohen & Cohen, 1983).      

In this study, the direct effect Hypotheses (H1 to H3), the two-way interaction 

Hypotheses (H4 to H6) and the three-way interaction Hypotheses (H7 to H9) involving 

market competition, transformational leadership style and broad scope MAS 

information use were hypothsed to assess their effect on three dimensions of 

departmental performance and two dimensions of change in overall departmental 

performance and revenue.  The following three multiple regression equations were used. 

Yi  = β0 + β1P + β2T + β3M + ε  (Equation 1, additive model) 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + ε (Equation 2, 2-way interaction 

model) 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + β7PTM + ε  (Equation 3, 3-way interaction 

model) 

Where:  P = Competition;  

 T = Transformational leadership style; and  

 M = Broad scope MAS information use 

 β0 = Constant: β1; β2; β3; β4; β5; β6; β7 are regression coefficients 

 Yi = Financial performance (when i = a) 

 Non-financial performance: Capacity utilisation (i = b); and quality of 

staff and customer relationships (i = c) 

 Overall change in departmental performance (i = d); and overall 

change in departmental revenue (i = e) 

 ε = Error term 
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5.4 Results of the first set of hypotheses  

5.4.1 The direct effects hypotheses H1 (a-e) to H3 (a-e) 

The results of the direct effects hypotheses involving market competition, 

general manager’s transformational leadership style and department managers’ use of 

broad scope MAS information on departmental performance [i.e., (a) financial 

performance, (b) capacity utilisation, (c) quality of staff and customer relationships, (d) 

overall change in departmental performance, and (e) overall change in departmental 

revenue] are reported next. 

 

Hypotheses H1(a-e) state that there is a negative relationship between hotel department 

managers’ perceptions of the intensity of market competition and departmental 

performance consisting of: 

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d)  Overall change in departmental performance over the past two years  

(e)  Overall change in departmental revenue over the past two years. 

 

H1 (a-e) have been tested using the following regression equation: 

Yi  = β0 + β1P + β2T + β3M + ε    (1) 

The results of the direct effect model equation 1 for the combined sample 

(Australian and Indian managers) are presented.  To support H1 (a-e), the regression 

coefficient β1 in equation 1 for market competition must be negative and significant.  If 
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the coefficient sign for market competition is in the expected direction, then it could be 

concluded that the department managers’ perceptions of market competition negatively 

affects departmental performance. 

The results of the direct effects model equation 1 are presented in Tables 5.2 to 

5.6.  The results of equation 1 indicate that the coefficient β1 for market competition is 

negative and significant for (a) financial performance, (b) capacity utilisation, (c) 

quality of staff and customer relationships, and (e) overall change in departmental 

revenue.  In other words, departmental performance declined when hotel department 

managers perceive the environment to be highly competitive for their department.   

Table 5.2, Step 1 for (a) financial performance is (β1 = -.19; p < .05).  The model 

explains 9.4% of the variance in the financial performance (Adj. R2 = .077; F = 5.51; p 

< .01).  Table 5.3, Step 1 for (b) capacity utilisation is (β1= -.21; p < .01).  The model 

explains 10.2% of the variance in the capacity utilisation (Adj. R2= .085; F = 6.04; p < 

.001).  Table 5.4, Step 1 for (c) quality of staff and customer relationships is (β1 = -.20; 

p < .01).  The model explains 15.7% of the variance in the quality of staff and customer 

relationships (Adj. R2 = .141; F = 9.93; p < .001).  Table 5.6, Step 1 for (e) overall 

change in departmental revenue is (β1 = -.16; p < .05).  The model explains 6.1% of the 

variance in the overall change in departmental revenue (Adj. R2 = .044; F = 3.49; p < 

.05).   

However, no significant and direct effect result for (d) overall change in 

departmental performance is found, but the sign is in the negative direction, See Table 

5.5, Step 1 for detailed results.  The hypotheses H1 (a, b, c and e), which states there is a 

negative and significant relationship between hotel department managers perception of 

the intensity of market competition and departmental performance, and cannot be 

rejected, whereas hypothesis H1 (d) can be rejected. 
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Hypotheses H2 (a-e) state that here is a positive relationship between hotel department 

managers’ perceptions of their general manager’s transformational leadership style and 

departmental performance consisting of:  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

H2 (a-e) have been tested using the following regression equation: 

Yi  = β0 + β1P + β2T + β3M + ε     (1) 

To support H2 (a-e), the regression coefficient β2 in equation 1 for 

transformational leadership style must be positive and significant.  If the coefficient sign 

for transformational leadership style is in the expected direction, then it could be 

concluded that the department managers’ perceptions of their general manager’s 

transformational leadership style positively affects departmental performance. 

The results of the direct effect model equation 1 are presented in Table 5.4 to 

5.6.  The results of equation 1 indicate that the coefficient β2 for transformational 

leadership style is positive and significant for (c) quality of staff and customer 

relationships, (d) overall change in departmental performance, and (e) overall change in 

departmental revenue.  Explained differently, departmental performance improved when 

hotel department managers perceive their general manager to display transformational 

leadership style.   
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Table 5.4, Step 1 for (c) quality of staff and customer relationships is (β2= 0.26; 

p < .001).  The model explains 15.7% of the variance in the quality of staff and 

customer relationships (Adj. R2 = .141; F = 9.93; p < .001).  Table 5.5, Step 1 for (d) 

overall change in departmental performance is (β2 = .17; p < .05).  The model explains 

10.2% of the variance in the overall change in departmental performance (Adj. R2 = 

.085; F = 6.03; p < .001).  Table 5.6, Step 1 for (e) overall change in departmental 

revenue is (β2 = .15; p < .05).  The model explains 6.1% of the variance in the overall 

change in departmental revenue (Adj. R2 = .044; F = 3.49; p < .05).   

However, no significant direct effect result for H2 (a) financial performance and 

(b) capacity utilisation is found, but the sign is in the positive direction, See Tables 5.2 

and 5.3 for detailed results.  The hypotheses H2 (c, d and e), which states that there is 

positive and significant relationship between transformational leadership style and 

departmental performance, hence cannot be rejected, whereas H2 (a and b) can be 

rejected. 

 

Hypotheses H3 (a-e) state that here is a positive relationship between hotel department 

managers’ use of broad scope MAS information and departmental performance 

consisting of:  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 
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H3 (a-e) have been tested using the following regression equation: 

Yi  = β0 + β1P + β2T + β3M + ε     (1) 

To support H3 (a-e), the regression coefficient β3 in equation 1 for broad scope 

MAS information use must be positive and significant.  If the coefficient sign for broad 

scope MAS information use is in the expected direction, then it could be concluded that 

department managers’ use of broad scope MAS information positively affects 

departmental performance. 

The results of the direct effect model equation 1 are presented in Table 5.2 to 

5.6.  The results of equation 1 indicate that the coefficient β3 for broad scope MAS 

information use is positive and significant for H3 (a) financial performance, (b) capacity 

utilisation, (c) quality of staff and customer relationships, and (d) overall change in 

departmental performance.  In other words, departmental performance improved when 

hotel department managers make increasing use of broad scope MAS information.   

Table 5.2, Step 1 for (a) financial performance is (β3 = .19; p < .05).  The model 

explains 9.4% of the variance in the financial performance (Adj. R2 = .077; F = 5.51; p 

< .01).  Table 5.3, Step 1 for (b) capacity utilisation is (β3 = .17; p < .05).  The model 

explains 10.2% of the variance in the capacity utilisation (Adj. R2 = .085; F = 6.04; p < 

.001).  Table 5.4, Step 1 for (c) quality of staff and customer relationships is (β3 = .18; p 

< .05).  The model explains 15.7% of the variance in the quality of staff and customer 

relationships (Adj. R2 = .141; F = 9.93; p < .001).  Table 5.5, Step 1 for (d) overall 

change in departmental performance is (β3 = .23; p < .01).  The model explains 10.2% 

of the variance in the overall change in departmental performance (Adj. R2 = .085; F = 

6.03; p < .001).   

However, no significant direct effect result for H3 (e) overall change in 

departmental revenue is found, but the sign is in the positive direction, See Tables 5.6 
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for detailed results.  The hypotheses H3 (a, b, c, and d), which states that there is 

positive and significant relationship between broad scope MAS information use and 

departmental performance, hence, cannot be rejected, whereas H3 (e) can be rejected. 

 

Table 5-2 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (a) financial 
performance; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 4.03 .68  4.10 4.10  -10.97 8.84  

P – Competition β1 -.18 .07 -.19 * -.47 .64 -.49 3.36 2.09 3.49 

T – Transformational β2 .20 .13 .12  .62 .93 .38 4.95 2.43 3.03 * 

M – MAS information β3 .24 .10 .19 * .14 .67 .11 2.84 1.55 2.21 

P x M β4    .08 .09 .53 -.61 .37 -4.07 

T x M β5    -.05 .15 -.26 -.83 .43 -3.98 * 

P x T β6    -.04 .10 -.18 -1.14 .58 -5.06 * 

P x T x M β7       .20 .10 5.74 * 

           

R2  .094   .099   .120   

Adjusted R2  .077   .065   .081   

F - value  5.51 **   2.89 *   3.05 **   

Adjusted R2 explained 
by interaction term     -1.20%   1.60%   

* = p < .05. ** = p < .01. *** = p < .001. 
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Table 5-3 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (b) capacity 
utilisation; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 3.95 .64  -1.77 3.80  -10.03 8.25  

P – Competition β1 -.19 .07 -.21 ** .02 .59 .02 2.12 1.95 2.34 

T – Transformational β2 .22 .12 .14 2.01 .86 1.30 * 4.38 2.27 2.85 * 

M – MAS information β3 .21 .09 .17 * .98 .62 .81 2.46 1.45 2.03 

P x M β4    .05 .09 .32 -.33 .35 -2.36 

T x M β5    -.25 .14 -1.28 -.68 .40 -3.45 

P x T β6    -.12 .09 -.58 -.73 .54 -3.42 

P x T x M β7       .11 .10 3.34 

           

R2  .102   .129   .136   

Adjusted R2  .085   .096   .097   

F - value  6.04 ***   3.87 **   3.51 **   

Adjusted R2 explained 
by interaction term     1.10%   .10%   

* = p < .05. ** = p < .01. *** = p < .001.   

 

Table 5-4 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (c) staff and 
customer relationships; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficien

t B SEB β B SEB β B SEB β 

Constant β0 3.51 .51  2.33 3.04  .59 6.63  

P – Competition β1 -.15 .06 -.20 ** -.78 .47 -1.03 -.34 1.57 -.44 

T – Transformational β2 .33 .10 .26 *** 1.46 .69 1.14 * 1.96 1.83 1.53 

M – MAS information β3 .18 .08 .18 * .32 .49 .32 .63 1.16 .63 

P x M β4    .15 .07 1.25 * .07 .28 .58 

T x M β5    -.19 .11 -1.14 -.28 .32 -1.69 

P x T β6    -.05 .07 -.27 -.17 .44 .98 

P x T x M β7       .02 .08 .84 

           

R2  .157   .197   .198   

Adjusted R2  .141   .167   .162   

F - value  9.93 ***   6.44 ***   5.50 ***   

Adjusted R2 explained 
by interaction term     2.60%   -.50%   

* = p < .05. ** = p < .01. *** = p < .001.  
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Table 5-5 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (d) overall change 
in departmental performance; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 3.42 .64  7.09 3.87  -7.30 8.33  

P – Competition β1 -.07 .07 -.08 -.74 .60 -.81 2.91 1.97 3.19 

T – Transformational β2 .26 .12 .17 * -.38 .88 -.25 3.75 2.29 2.42 

M – MAS information β3 .28 .09 .23 ** -.16 .63 -.13 2.41 1.46 1.98 

P x M β4    .06 .09 .42 -.60 .35 -4.21 

T x M β5    .05 .14 .27 -.69 .41 -3.48 

P x T β6    .09 .09 .43 -.96 .55 -4.48 

P x T x M β7       .19 .10 5.77 * 

           

R2  .102   .110   .131   

Adjusted R2  .085   .076   .092   

F - value  6.03 ***   3.23 **   3.36 **   

Adjusted R2 explained 
by interaction term     .90%   1.60%   

* = p < .05. ** = p < .01. *** = p < .001.   

 

Table 5-6 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (e) overall change 
in departmental revenue; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 4.45 .71  8.01 4.28  -10.28 9.18  

P – Competition β1 -.16 .08 -.16 * .01 .67 .01 4.65 2.17 4.69 * 

T – Transformational β2 .25 .13 .15 * -1.06 .97 -.63 4.19 2.53 2.49  

M – MAS information β3 .12 .10 .09 -.45 .70 -.34 2.82 1.61 2.13 

P x M β4    -.06 .10 -.41 -.90 .39 -5.84 * 

T x M β5    .22 .15 1.02 -.73 .45 -3.38 

P x T β6    .05 .10 .20 -1.29 .60 -5.55 * 

P x T x M β7       .24 .11 6.76 * 

           

R2  .061   .077   .106   

Adjusted R2  .044   .041   .065   

F - value  3.49 *   2.17 *   2.63 *   

Adjusted R2 explained 
by interaction term     -.30%   2.40%   

* = p < .05. ** = p < .01. *** = p < .001.   
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5.4.2 The two-way interaction hypotheses H4 (a-e) to H6 (a-e) 

The results of the two-way interaction hypotheses involving market competition, 

general manager’s transformational leadership style and department managers’ use of 

broad scope MAS information on departmental performance [i.e., (a) financial 

performance, (b) capacity utilisation, (c) quality of staff and customer relationships, (d) 

overall change in departmental performance, and (e) overall change in departmental 

revenue] are reported next. 

Hypotheses H4 (a-e) state that there is a significant interaction between hotel 

department managers’ perceptions of the intensity of market competition and their use 

of broad scope MAS information affecting departmental performance consisting of: 

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

H4 (a-e) have been tested using the following equation: 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + ε  (2) 

The results of the two-way interaction model equation 2 for the combined 

sample (Australian and Indian managers) are presented.  Multiplying the mean score of 

a combination of two independent variables (i.e., competition, transformational 

leadership and MAS information use) created the two-way interaction.  To support H4 

(a-e), the regression coefficient β4 in equation 2 must be positive and significant.  If the 
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two-way interaction term is positive and significant, then it could be concluded that the 

effect of department managers’ perceptions of the intensity of market competition and 

their use of broad scope MAS information positively affects departmental performance. 

The results of the two-way interaction equation 2 are presented in Table 5.2 to 

5.6.  The results of equation 2 indicate that the coefficient β4 for the two-way interaction 

between hotel department managers’ perception of competitive environment and their 

use of broad scope MAS information on departmental performance (c) quality of staff 

and customer relationships is positive and significant.  Table 5.4, Step 2 for (c) quality 

of staff and customer relationships is (β4 = 1.25; p < .05).  The model explains 19.7% of 

the variance (Adj. R2 = 0.167; F = 6.44; p < .001) and Adj. R2 increases by 2.60% from 

14.10% to 16.70% in the quality of staff and customer relationships.  

As expected, H4 (c) stating that the relationship between hotel department 

managers perceptions of competitive environment and their use of broad scope MAS 

information is positively associated with (c) quality of staff and customer relationships, 

hence H4 (c) cannot be rejected. 

However, Step 2 of Tables 5.2, 5.3, 5.5 and 5.6 shows that the coefficient β4 for 

the two-way interaction of market competition and broad scope MAS information use is 

not significant.  Explained differently, a combined effect of competition and broad 

scope MAS information use has no effect on departmental performance consisting of (a) 

financial performance, (b) capacity utilisation, (d) overall change in departmental 

performance, and (e) overall change in departmental revenue.  Hence, H4 (a, b, d and e) 

can be rejected.   

Hypotheses H5 (a-e) state that there is a significant interaction between hotel 

department managers’ perceptions of their general managers’ transformational 

leadership style and their use of broad scope MAS information affecting departmental 

performance consisting of: 



181 

  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

H5 (a-e) have been tested using the following regression equation: 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + ε   (2) 

To support H5 (a-e), the regression coefficient β5 in equation 2 must be positive 

and significant.  If the two-way interaction term of is positive and significant, then it 

could be concluded that the effect of department managers’ perception of their general 

manager’s transformational leadership and their use of broad scope MAS information 

positively affects departmental performance. 

The results of the two-way interaction equation 2 are presented in Tables 5.2 to 

5.6, where the coefficient β5 for the two-way interaction of transformational leadership 

style and broad scope MAS information use is not significant.  Explained differently, 

departmental performance failed to improve with the combination of transformational 

leadership style of general managers and departmental managers use of broad scope 

MAS information.   

As the relationship between hotel department managers’ perception of their 

general manager’s transformational leadership style and their use of broad scope MAS 

information on (a) financial performance, (b) capacity utilisation, (c) staff and customer 
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relationships, (d) overall change in departmental performance as well as (e) overall 

change in departmental revenue is not significant, H5 (a-e) can be rejected. 

Hypotheses H6 (a-e) state that there is a positive and significant interaction 

between hotel department managers’ perceptions of the intensity of market competition 

and their general managers’ transformational leadership style affecting departmental 

performance consisting of:  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

H6 (a-e) have been tested using the following regression equation: 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + ε  (2) 

To support H6 (a-e), the regression coefficient β6 in equation 2 must be positive 

and significant.  If the two-way interaction term is positive and significant, then it could 

be concluded that the effect of department managers’ perception of the intensity of 

market competition and the general manager’s transformational leadership style 

positively affects departmental performance. 

The results of the two-way interaction equation 2 are presented in Table 5.2 to 

5.6, where the coefficient β6 for the two-way interaction of market competition and 

transformational leadership style is not significant.  In other words, departmental 

performance including (a-e) failed to improve, when hotel department managers 
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perceived the environment for their departments to be highly competitive and also 

perceived their general managers to display transformational leadership style.    Hence, 

H6 (a-e) can be rejected. 

5.4.3 The three-way interaction hypotheses H7 (a-e) to H9 (a-e)  

The results of the three-way interaction hypotheses involving competition, 

transformational leadership style and broad scope MAS information use on 

departmental performance [i.e. (a) financial performance, (b) capacity utilisation, (c) 

quality of staff and customer relationships, (d) change in overall departmental 

performance and (e) change in overall departmental revenue] are reported next. 

Hypotheses H7 (a-e) state that there is a significant three-way interaction 

between department managers’ perceptions of their general managers transformational 

leadership style, the intensity of market competition and broad scope MAS information 

use affecting departmental performance consisting of:  

Financial performance indicator 

(a) Financial performance  

Non-financial performance indicators  

(b) Capacity utilisation 

(c) Quality of staff and customer relationships  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

H7 (a-e) have been tested using the following regression equation: 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + β7PTM + ε (3) 

Multiplying the mean score of competition, transformational leadership and 

MAS information use created the three-way interaction.  To support H7 (a-e), the 



184 

  

regression coefficients β7 in equation 3 must be positive and significant.  If the three-

way interaction term is positive and significant, then it could be concluded that the 

effect of department managers’ perceptions of the general manager’s transformational 

leadership style, the intensity of market competition and their use of broad scope MAS 

information positively affects departmental performance. 

The results of the three-way interaction model equation 3 are presented in Tables 

5.2 to 5.6.  The results of equation 3 indicate that the coefficient β7 for the three-way 

interaction between the hotel general managers transformational leadership style, 

department managers’ perceptions of market competition and their use of broad scope 

MAS information on departmental performance (a) financial performance, (d) overall 

change in departmental performance and (e) overall change in departmental revenue are 

positive and significant.  Table 5.2, Step 3 for (a) financial performance is (β7 = 5.74; p 

< .05).  The model explains 12.0% of the variance (Adj. R2 = .081; F = 3.05; p < .01), 

and adj. R2 increases by 1.6% from 6.5% (equation 2) to 8.1% in the financial 

performance.  Table 5.5, Step 3 for (d) overall change in departmental performance is 

(β7 = 5.77; p < .05).  The model explains 13.1% of the variance (Adj. R2 = .092; F = 

3.36; p < .01), and adj. R2 increases by 1.6% from 7.6% (equation 2) to 9.2% in the 

overall change in departmental performance.   Table 5.6, Step 3 for (e) overall change in 

departmental revenue is (β7 = 6.76; p < .05).  The model explains 10.6% of the variance 

(Adj. R2 = 0.065; F = 2.63; p < .05), and adj. R2 increases by 2.4% from 4.1% (equation 

2) to 6.5% in the overall change in departmental revenue.     

The hypotheses H7 (a, d and e), which states that there is significant three-way 

interaction between department managers’ perceptions of their general managers 

transformational leadership style, the intensity of market competition and broad scope 

MAS information use affecting departmental performance, hence, cannot be rejected. 
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However, Tables 5.3 and 5.4, Step 3 indicate that β7 is not significant for the 

three-way interaction between the hotel general managers transformational leadership 

style, department managers perception of market competition and their use of broad 

scope MAS information on departmental performance consisting of (b) capacity 

utilisation and (c) quality of staff and customer relationships.  Hence, hypotheses H7 (b 

and c) can be rejected. 

 

Hypotheses H 8.0 and H 8.1 (a-e) 

The respective significant three-way interaction results for H7 (a, d and e) are 

further interpreted by dichotomising at the mean of high transformational leadership 

style, high (low) intensity of market competition and high (low) use of broad scope 

MAS information on departmental performance [i.e., (a) financial performance, (d) 

overall change in departmental performance and (e) overall change in departmental 

revenue].  Table 5.7 (a) outlines the proposed effects of high transformational 

leadership, high (low) competition and high (low) MAS information use on 

departmental performance, and develops appropriate hypotheses.   

 

Table 5-7(a)  
Proposed effects of high transformational leadership style, high (low) competition 
and high (low) MAS information use on departmental performance (a, d and e) 
 

Situations Transformational Competition MAS Performance 
1 High High High High 
2 High High Low Low 
3 High Low High High 
4 High Low Low High 

 

Hypotheses H8.0 (a, d and e) state that a combination of high transformational 

leadership style, high (low) intensity of market competition and high (low) use of broad 

scope MAS information will result in high performance consisting of:  
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Financial performance indicator 

(a) Financial performance  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e)  Overall change in departmental revenue over the past two years. 

 

Situations 1, 3 and 4  

Situation 1 indicates that a combination of high transformational leadership, 

high competition and high use of MAS information will result in high level of 

departmental performance.  The results show that (a) financial performance mean score 

of 5.55, (d) overall change in departmental performance mean score of 6.03, and (e) 

overall change in departmental revenue mean score of 5.72.  While for departmental 

performance (d and e) mean scores are the highest, in the case of (a) mean score is 

second highest.  Furthermore, Table 5.7 (b) provides details of mean scores, standard 

deviation and ‘n’ value, which indicates that departmental performance, is reasonably 

well spread.   

Take situation 3, a combination of high transformational leadership, low 

competition and high use of MAS information was hypothised to result in high level of 

departmental performance.  The results show that (a) financial performance mean score 

of 5.74, (d) overall change in departmental performance mean score of 5.80, and (e) 

overall change in departmental revenue mean score of 5.56 are found.  While for 

departmental performance (a) mean score is the highest among four situations, 

departmental performance for (d and e) mean scores are second highest.  Furthermore, 

Table 5.7 (b) provides details of mean scores, standard deviation and ‘n’ value, which 

indicates that departmental performance, is reasonably well spread. 
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Similarly, situation 4 indicates that a combination of high transformational 

leadership, low competition and low use of MAS information will result in high level of 

departmental performance.  The results show that (a) financial performance mean score 

of 5.50, (d) overall change in departmental performance mean score of 5.47, and (e) 

overall change in departmental revenue mean score of 5.67 are third highest among four 

situations.  Moreover, Table 5.7 (b) provides details of mean scores, standard deviation 

and ‘n’ value, which are reasonably well spread.   

In summary, the above results of situations 1, 3 and 4 indicate that a congruence 

between general manager’s high transformational leadership style, high (low) intensity 

of market competition perceived by department managers and their high (low) use of 

broad scope MAS information are associated with high (a) financial performance, (d) 

overall change in departmental performance, and (e) overall change in departmental 

revenue.  Hence, H8.0 (a, d and e) cannot be rejected.  

 

Hypotheses H8.1 (a, d and e) state that a combination of high transformational 

leadership style, high intensity of market competition and low use of broad scope MAS 

information will result in low performance consisting of:  

Financial performance indicator 

(a) Financial performance  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 
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Situation 2 

Situation 2 indicates that a combination of high transformational leadership, 

high competition and low use of MAS information will result in low departmental 

performance.  The results show that for departmental performance (a) financial 

performance mean scores of 5.04, (d) overall change in departmental performance mean 

scores of 5.47, and (e) overall change in departmental revenue mean scores of 5.47 are 

amongst the lowest of four situations.  In addition, Table 5.7 (b) provides details of 

mean scores, standard deviation and ‘n’ value, which are reasonably well spread. 

In summary, the above results of situation 2 indicate that an incongruence 

between general manager’s high transformational leadership style, high intensity of 

market competition perceived by department managers and their low use of broad scope 

MAS information is associated with low departmental performance consisting of (a) 

financial performance, (d) overall change in departmental performance, and (e) overall 

change in departmental revenue.  Hence, H8.1 (a, d and e) cannot be rejected.  
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Table 5-7(b) 
Effect of high transformational leadership style, high (low) competition and high 
(low) MAS information use on departmental performance (a, d and e) 
 

Situations Transform-
ational 

Competition MAS a d e 

1 High High High M 5.55 
SD 1.09 
n 29 

M 6.03 
SD .73 
n 29 

M 5.72 
SD 1.00 
n 29 

2 High High Low M 5.04 
SD .92 
n 15 

M 5.47 
SD 1.19 
n 15 

M 5.47 
SD 1.25 
n 15 

3 High Low High M 5.74 
SD .90 
n 25 

M 5.80 
SD .82 
n 25 

M 5.56 
SD 1.08 
n 25 

4 High Low Low M 5.50 
SD 1.09 
n 15 

M 5.47 
SD 1.06 
n 15 

M 5.67 
SD 1.18 
n 15 

 
a = financial performance; d =overall change in departmental performance; and e = overall change in 
departmental revenue. 

 

Hypotheses H9.0 and H9.1 (a-e) 

The respective significant three-way interaction results for H7 (a, d and e) are 

further interpreted by dichotomising at the mean of low transformational leadership 

style, high (low) intensity of market competition and high (low) use of broad scope 

MAS information on departmental performance [i.e., (a) financial performance, (d) 

overall change in departmental performance and (e) overall change in departmental 

revenue].  Table 5.8 (a) outlines the proposed effects of low transformational leadership, 

high (low) competition and high (low) MAS information use on departmental 

performance, and develops appropriate hypotheses.   
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Table 5-8(a) 
Proposed effects of low transformational leadership style, high (low) competition 
and high (low) MAS information use on departmental performance (a, d and e) 
 

Situations Transform
-ational 

Competition MAS Performance 

5 Low High High Low 
6 Low High Low Low 
7 Low Low High High 
8 Low Low Low High 

 

Hypotheses H9.0 (a, d and e) state that a combination of low transformational 

leadership style, high intensity of market competition and high (low) use of broad scope 

MAS information will result in low performance consisting of: 

Financial performance indicator 

(a) Financial performance  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years. 

 

Situations 5 and 6 

Situation 5 indicates that a combination of low transformational leadership, high 

competition and high use of MAS information will result in low level of departmental 

performance.  The results show that (a) financial performance mean score of 5.15, (d) 

overall change in departmental performance mean score of 5.20, and (e) overall change 

in departmental revenue mean score of 4.86.  While departmental performance for (e) 

mean score is the lowest among four situations, but for (a and d) mean scores are second 

lowest.  In addition, Table 5.8 (b) provides details of mean scores, standard deviation 

and ‘n’ value, which is reasonably well spread.   

Take situation 6, a combination of low transformational leadership, high 

competition and low use of MAS information was hypothised to result in low level of 
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departmental performance.  The results show that (a) financial performance mean score 

of 4.60, (d) overall change in departmental performance mean score of 4.93, and (e) 

overall change in departmental revenue mean score of 4.91.  While departmental 

performance for (a) mean score is the lowest among four situations, but for (d and e) 

mean scores are second lowest.  Furthermore, Table 5.8 (b) provides details of mean 

scores, standard deviation and ‘n’ value, which is reasonably well spread. 

In summary, the above results of situations 5 and 6 indicate that an incongruence 

between general manager’s low transformational leadership style, high intensity of 

market competition perceived by department managers and their high (low) use of broad 

scope MAS information are associated with low (a) financial performance, (d) overall 

change in departmental performance, and (e) overall change in departmental revenue.  

Hence, H9.0 (a, d and e) cannot be rejected.  

 

Hypotheses H9.1 (a, d and e) state that a combination of low transformational 

leadership style, low intensity of market competition and high (low) use of broad scope 

MAS information will result in high performance consisting of: 

Financial performance indicator 

(a) Financial performance  

Overall departmental performance indicators  

(d) Overall change in departmental performance over the past two years  

(e) Overall change in departmental revenue over the past two years.  

 

Situations 7 and 8 

Recall situation 7, indicating that a combination of low transformational 

leadership, low competition and high use of MAS information will result in high level 

of departmental performance.  The results show that (a) financial performance mean 
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score of 5.76, (d) overall change in departmental performance mean score of 6.00, and 

(e) overall change in departmental revenue mean score of 5.50 are found to be highest 

among four situations.  Moreover, Table 5.8 (b) provides details of mean scores, 

standard deviation and ‘n’ value, which is reasonably well spread. 

Similarly, situation 8 indicates that a combination of low transformational 

leadership, low competition and low use of MAS information results in high level of 

departmental performance.  The results show that (a) financial performance mean score 

of 5.32, (d) overall change in departmental performance mean score of 5.59, and (e) 

overall change in departmental revenue mean score of 5.53 are second highest amongst 

four situations.  In addition, Table 5.8 (b) provides details of mean scores, standard 

deviation and ‘n’ value, which is reasonably well spread.   

In summary, the above results of situations 7 and 8 indicate that congruence 

between general manager’s low transformational leadership style, low market 

competition perceived by department managers and their high (low) use of broad scope 

MAS information is associated with high for (a) financial performance, (d) overall 

change in departmental performance and (e) overall change in departmental revenue.  

Hence, H9.1 (a, d and e) cannot be rejected.  
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Table 5-8(b) 
Effects of low transformational leadership style, high (low) competition and high 
(low) MAS information use on departmental performance (a, d and e) 
 
Situations Transform-

ational 
Competition MAS a d e 

5 Low High High M 5.15 
SD 1.10 
n 25 

M 5.20 
SD 1.26 
n 25 

M 4.86 
SD 1.17 
n 25 

6 Low High Low M 4.60 
SD .96 
n 27 

M 4.93 
SD .87 
n 27 

M4.91 
SD 1.07 
n 27 

7 Low Low High M 5.76 
SD .89 
n 12 

M 6.00 
SD 1.04 
n 12 

M 5.50 
SD 1.31 
n 12 

8 Low Low Low M 5.32 
SD 1.54 
n 16 

M 5.59 
SD 1.20 
n 16 

M 5.53 
SD 1.09 
n 16 

 
a = financial performance; d =overall change in departmental performance; and e = overall change in 
departmental revenue. 

 

To establish if departmental performance scores of (a) financial performance, (d) 

overall change in departmental performance, and (e) overall change in departmental 

revenue differ under a combination of high transformational leadership style, high (low) 

competition and high (low) MAS use, and a combination of low transformational 

leadership style, high (low) competition and high (low) MAS use.  Explained 

differently, mean scores for departmental performance (a, d and e) are compared 

between situations (1 and 5); (2 and 6); (3 and 7); and (4 and 8) respectively and 

presented in Table 5.9.   

The results in Table 5.9 provide absolute and percentage change in mean score 

for departmental performance (a, d and e).  In addition, t-test results report if there is a 

significant difference between the mean scores of department performance under high 
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and low transformational leadership style scenarios (i.e., situation 1 and 5; 2 and 6; 3 

and 7; and 4 and 8).   

While situation 1 predicted high departmental performance, situation 5 predicted 

low departmental performance.  The results are somewhat mixed.  The percentage 

difference of departmental performance consisting of (a, d and e) under high and low 

transformational leadership styles ranged between 7.77% and 17.70%.  The t-test results 

for departmental performance (d and e) are significant, where (t = 3.03; p < .01) and (t = 

2.93; p < .01) respectively.  Hence indicating that there is significant difference between 

situations 1 and 5 for (d) overall change in departmental performance and (e) overall 

change in departmental revenue.  However, for departmental performance (a) no 

significant difference is found, indicating that there in no significant difference in 

situations 1 and 5 for (a) financial performance. 

Recall, both situations 2 and 6 predicted low departmental performance (a, d and 

e).  These results are also somewhat mixed.  While the percentage difference of 

departmental performance consisting of (a, d and e) under high and low 

transformational leadership styles ranged between 9.57% and 11.40%.   The t-test 

results for departmental performance (a and e) are not significant, hence indicating that 

there is no significant difference between situations 2 and 6.  However, for (d) 

departmental performance, significant difference is found (t = 1.69; p < .05), indicating 

that there is significant difference between high and low transformational leadership 

styles. 

It was also predicted that situation 3 and situation 7 and, situation 4 and situation 

8 cause high departmental performance.  When situations 3 versus 7 as well as 4 versus 

8 are compared, the results show that percentage difference tends to be very low ranging 

between .34% and 3.38%.  Furthermore, the t-test results indicate that there is no 

significant difference between situations 3 and 7 as well as 4 and 8 respectively.  Hence, 
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under low competition, whether general managers practice high or low transformational 

leadership style and department managers use high or low broad scope MAS 

information, departmental performance is not affected.  See Table 5.9 for detailed 

results.    

 



196 

  

 
 
Table 5-9 
Difference in departmental performance at high (low) transformational leadership style, high (low) competition and high (low) 
MAS information use 
 

(a) Financial performance (d) Overall change in d. performance (e) Overall change in d. revenue 
Situations 

High 
t’mational

Low 
t’mational Diff. t statics High 

t’mational
Low 

t’mational Diff. t statics High 
t’mational

Low 
t’mational Diff. t statics 

1H & 5L 
1H 
5.55 

5L 
5.15 

.40 
7.77% 

1.34 
1H 
6.03 

5L 
5.20 

0.83 
15.96% 

3.03 **
1H 
5.72 

5L 
4.86 

0.86 
17.70% 

2.93 ** 

2H & 6L 
2H 
5.04 

6L 
4.60 

.44 
9.57% 

1.44 
2H 
5.47 

6L 
4.93 

.54 
10.95% 

1.69 * 
2H 
5.47 

6L 
4.91 

0.56 
11.40% 

1.53  

3H & 7L 
3H 
5.74 

7L 
5.76 

- .020 
- .34% 

-.06 
3H 
5.80 

7L 
6.00 

- 0.20 
- 3.33% 

-.65 
3H 
5.56 

7L 
5.50 

0.06 
1.09% 

.15 

4H & 8L 
4H 
5.50 

8L 
5.32 

.18 
3.38% 

.38 
4H 
5.47 

8L 
5.59 

- 0.12 
- 2.15% 

.29 
4H 
5.67 

8L 
5.53 

0.14 
2.53% 

.34 

 
Situation 1H = high transformational, high competition & high MAS info use; Situation 2H = high transformational, high competition & low MAS info use; Situation 
3H = high transformational, low competition & high MAS info use; & Situation 4H = high transformational, low competition & low MAS info use; 
 
Situation 5L = low transformational, high competition & high MAS info use; Situation 6L = low transformational, high competition & low MAS info use; Situation 7L 
= Low transformational, low competition & high MAS info use; & Situation 8L = low transformational, low competition & low MAS info use. 
 
* = p < .05. ** = p < .01. 
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5.5 Results of the second set of hypotheses  

5.5.1 Power distance and individualism  

Hofstede (1984) defined culture as individuals’ own way of displaying a certain 

type of behaviour and the way of thinking.  On one hand, power distance relates to the 

relationship between the superior and subordinates, where subordinates willingly accept 

(high power distance) or not accept (low power distance) the inequality of power 

sharing.  On the other hand, individualism refers to ones concern for self and close 

family members (high individualism) or for the concern of community and society at 

large (low individualism).  Due to these individuals differences based on power distance 

and individualism dimensions of culture, it was hypothised that hotel managers in 

Australia and India would differ.  Moreover, it was also hypothised that the three-way 

interaction between competition, transformational leadership style and MAS 

information use on departmental performance in Australia and India would also vary.  

It was essential to corroborate if Australia and India differed on the two 

dimensions of national culture namely, power distance and individualism before 

embarking on the effect of culture on the three-way interaction of competition, 

transformational leadership style and MAS information use on departmental 

performance.  

H10 and H11 have been tested first by comparing the present study’s score for 

power distance and individualism (See Section 4.6.5 for calculating the scores) with that 

of Hofstede’s (1980).  Second, mean of power distance and individualism dimensions 

for Australian and Indian sample of managers was compared.   

Hypothesis H10 states that the power distance scores of hotel department 

managers in Australia will be significantly lower than that of their counterparts in India. 
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Hypothesis H11 states that the individualism scores of hotel department 

managers in Australia will be significantly higher than that of their counterparts in 

India. 

The results of H10 concerning power distance dimension of culture is reported 

in Table 5.10 and are somewhat as expected.  For instance, power distance scores of 

Australia and India for the present study has slightly increased from Hofstede’s results, 

but the difference between the two countries remained similar as Hofstede reported a 

difference of 39 and the present study reported a difference of 41.     

The results of H11 concerning individualism dimension of culture is reported in 

Table 5.10 and are not as expected.  For instance, while individualism scores of 

Australia have remained unchanged, for India individualism scores have increased from 

48 to 75, indeed a significant jump.  Also the difference between Australia and India 

was reported by Hofstede to be 42.  However, in the present study the difference 

between the two countries has significantly reduced from 42 to 15.   

 

Table 5-10 
Comparison of power distance and individualism scores 
 

Power Distance Individualism 
Countries 

Current    
study 

Hofstede 
(1980) 

Current    
study 

Hofstede 
(1980) 

Australia 50 36 90 90 
India 89 77 75 48 
Difference 39 41 15 42 

 

Furthermore, the results of the difference in the mean for power distance and 

individualism scores of Australia and India are presented in Table 5.11.  The results 

show that there is a significant difference between the mean score for power distance 

between Australia and India, where (t = 3.11; p < .01).  Hence, the hypotheses H10, 
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which states that the power distance scores of hotel department managers in Australia 

will be significantly lower than that of their counterparts in India, cannot be rejected.   

The results also show that there is a significant difference between the mean 

score for individualism between Australia and India, where (t = 3.86; p < .001).  Hence, 

the hypotheses H11, which states that the individualism scores of hotel department 

managers in Australia will be significantly higher than that of their counterparts in 

India, cannot be rejected.   

 

Table 5-11 
t-test for difference in means of national cultural dimensions for Australia and 
India 
 

Dimensions Countries n Mean S. D. t-statistics 
Australia  132 9.18 2.19 

Power distance 
India  32 7.92 1.35 

3.11 ** 

Australia  132 21.93 4.50 
Individualism 

India  32 18.69 3.05 
3.86 *** 

* = p < .05. ** = p < .01. *** = p < .001. 

 

5.5.2 Effect of national culture on the performance model 

The effect of national culture on the three-way interaction between market 

competition, transformational leadership style and broad scope MAS information use on 

departmental performance (a, d and e) was tested by splitting the sample into Australia 

and India, rather than dichotomising the national culture and incorporating into the 

regression equation for two main reasons.  First, in examining the three-way interaction 

and dichotomising national culture (i.e., nominating zero for Australia and one for 

India) produces the four-way interaction, which makes the interpretation of the results 

difficult.  Cohen and Cohen (1983) support this view and further highlight that 

interactions larger than the three-way are basically problematic to conceptualise and not 
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likely to exist.  Two, the technique of splitting files (i.e., national culture or other 

demographic variable) is recognised as being common practice reported by researchers 

in marketing and management literature.  Therefore, a decision to split files by the 

country was taken.  

Hypothesis H12 (a, d and e) state that national culture will moderate the 

relationship between the general manager’s transformational leadership style, 

department managers’ perceptions of the intensity of market competition and their use 

of MAS information affecting departmental performance in Australia and India 

consisting of  

Financial performance indicator 

(a)  Financial performance  

Overall departmental performance indicators  

(d)  Overall change in departmental performance over the past two years  

(e)  Overall change in departmental revenue over the past two years. 

 

H12 (a, d and e) have been tested using the following regression equation: 

Yi = β0 + β1P + β2T + β3M + β4PM + β5TM + β6PT + β7PTM + ε (4) 

NOTE: The same equation 4 is used for Australian and Indian sample. 

H12 (a, d and e) predicted that the national culture would significantly moderate 

the three-way interaction as indicated in the model equation 4.  The general manager’s 

transformational leadership style, department managers’ perception of market 

competition and their use of broad scope MAS information on departmental 

performance in Australia and India would differ.   

To support H12 (a, d and e), the regression coefficients β7 in equation 4 

must be significant and positive.  If the three-way interaction term is significant 

and positive, then it could be concluded that national culture of Australia or 
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India affects departmental performance.  The results of the three-way interaction 

model equation 4 for Australia are presented in Tables 5.12.   

5.5.2.1 Australian sample 

The results of the three-way interaction equation 4 indicate that the coefficient 

β7 for the three-way interaction between the hotel general managers transformational 

leadership style, department managers’ perception of market competition and their use 

of broad scope MAS information on departmental performance consisting of (e) overall 

change in departmental revenue is positive and significant.  Table 5.12, Step 3 for (e) 

overall change in departmental revenue is (β7 = 10.69; p < .05).  The model explains 

11.7% of the variance (Adj.R2 = .067; F = 2.34; p < .05) and Adj.R2 increases by 2.60% 

from 4.10% (equation 2) to 6.70% in the overall change in departmental revenue.  H12 

(e) indicates that national culture of Australia moderates the relationship between the 

general manager’s transformational leadership style, department managers’ perception 

of the intensity of market competition and their use of MAS information affecting 

overall change in departmental revenue.  Hence, H12 (e) cannot be rejected.   

However, the results of the three-way interaction equation 4 indicate that the 

coefficient β7 for the three-way interaction between the hotel general managers 

transformational leadership style, department managers’ perception of market 

competition and their use of broad scope MAS information on (a) financial performance 

and (d) overall change in departmental performance is not significant.  H12 (a and d) 

indicate that national culture of Australia does not moderates the relationship between 

the general manager’s transformational leadership style, department managers’ 

perception of the intensity of market competition and their use of MAS information 

affecting capacity utilisation and staff and customer relationships.  Hence, H12 (a, and 

d) can be rejected.  Appendix F (i and ii) show detailed results.   
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Table 5-12 
Summary data for hierarchical regression analysis for competition, 
transformational leadership style and MAS information use on (e) overall change 
in departmental revenue - Australian sample; N = 132. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 3.35 .88  4.85 5.51  -29.82 17.19  

P – Competition β1 -.06 .09 -.05 .81 .86 .80 8.37 3.65 8.20 *

T – Transformational β2 .35 .16 .20 * -.65 1.19 -.37 8.85 4.62 5.00 *

M – MAS information β3 .17 .13 .11 -.40 .93 -.27 6.11 3.20 4.12 *

P x M β4    -.10 .13 -.63 -1.52 .68 -9.62 *

T x M β5    .26 .20 1.11 -1.53 .86 -6.52 

P x T β6    -.10 .13 -.38 -2.17 .99 -9.18 *

P x T x M β7       .39 .18 10.69 * 

           

R2  .062   .085   .117   

Adjusted R2  .040   .041   .067   

F - value  2.82 *   1.93   2.34 *   

Adjusted R2 explained 
by interaction term     .10%   2.60%   

* = p < .05. ** = p < .01. *** = p < .001.   

5.5.2.2 Indian sample 

The results of the three-way interaction equation 4 indicate that the coefficient β7 

for the three-way interaction between the hotel general managers transformational 

leadership style, department managers’ perception of market competition and their use 

of broad scope MAS information on (a) financial performance, (d) overall change in 

departmental performance and (e) overall change in departmental revenue is not 

significant.  H12 (a, d and e) indicate that national culture of India does not moderate 

the relationship between the general manager’s transformational leadership style, 

department managers’ perception of the intensity of market competition and their use of 
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MAS information affecting capacity utilisation and staff and customer relationships.  

Hence, H12 (a, d and e) can be rejected.  Appendix G (i, ii and iii) show detailed results.   

A further analysis examined if there were significant difference between the 

mean scores of the dependent and independent variables for Australian and Indian 

managers.  The results of the t-test revealed some interesting results.  On one hand, no 

significant differences between Australia and India for the dependent variables were 

found.  On the other hand, significant differences in the means of independent variables 

for Australia and India were found.  For instance, for competition t = 2.38; p < .05, 

transformational leadership t = 2.64; p < .01 and MAS information t = 2.02; p < .02.  

See Table 5.13 for the detailed results of t-test. 

 

Table 5-13 
t-test for difference in means of dependent and independent variables for Australia 
and India 
 

Variables Countries n Mean S.D. t-
statistics 

Australia 132 5.32 1.05 
Financial performance 

India 32 5.23 1.36 
.36 

Australia 132 5.09 1.02 
Capacity utilisation 

India 32 5.17 1.17 
-.35 

Australia 132 5.06 .83 Staff and customer 
relationships India 32 5.13 1.05 

-.32 

Australia 132 5.60 1.04 Overall change in 
departmental performance India 32 5.30 1.11 

1.45 

Australia 132 5.31 1.17 Overall change in 
departmental revenue India 32 5.61 1.04 

-1.32 

Australia 132 4.08 1.15 
Competition 

India 32 3.55 1.13 
2.38 * 

Australia 132 3.78 .66 
Transformational 

India 32 3.43 .70 
2.64 ** 

Australia 132 5.29 .79 
MAS information 

India 32 4.88 1.09 
2.02 * 

* = p < .05. ** = p < .01. *** = p < .001. 
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5.6  Face-to-face interviews with department managers 

In total eight hotels and resorts (four in Australia and four in India) participated 

in face-to-face interviews.  These hotels and resorts represented a cross-section of the 

hotel industry in terms of their location (central business district, airport and tourist 

attractions), size (between 260 and 350 bedrooms), market mix (domestic and 

international business as well as leisure travellers) and star grading system.  Altogether 

16 department managers (eight rooms and eight food and beverage) were interviewed in 

their offices.   

The interviews lasted between 30 and 40 minutes involving discussion related to 

their department’s performance, their general manager’s transformational leadership 

style, department managers’ perception of the intensity of market competition and their 

use of broad scope MAS information, as well as their cultural values and belief.  The 

main focus of these interviews was to gain deeper insight into various management 

practices and department managers’ values and belief.  See Appendix D for details of 

the interview questions. 

A table was used to chart out the information gathered through face-to-face 

interviews with each manager in Australia and India.  See Appendix-H and Appendix-I 

for the information provided by each manager.  The analysis of information and the 

direct quotes by managers were then used to generate a detailed discussion on various 

aspects of the study.   

5.6.1 Departmental performance 

The process of developing budgets and associated performance targets seems 

very similar in both the countries.  Repeatedly department managers reported that while 

they were involved in the target setting, in real terms they had little or no say to 

influence the final outcome.  This is because either the investor or the corporate office 
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decides the return on investment and the type of products and services that should be 

offered.  The broad goals and objectives are then interpreted by the general manager and 

the financial controller, who decides what the occupancy should be, the average room 

rate/the average spend each department should be achieving and what costs (labour and 

materials) should be incurred.   

With regard to the emphasis and the method of departmental performance 

evaluation, significant differences between Australia and India were found.  On one 

hand, in Australia the vast majority of hotels were using a technique very similar to 

balanced scorecard (BSC).  Three of the four hotels were using three performance 

indicators and one hotel was using four performance indicators.  For instance, financial 

performance, staff satisfaction and customer satisfaction were the most common 

indicators, but in one case the use of creativity and innovation in operational 

improvements was also included.  In terms of the weighting given to different 

performance indicators, it was similar in all the hotels.  Most hotels used a combination 

of self-evaluation and evaluation by a superior, but in one case evaluation by a 

subordinate was also taken into account.  One particular hotel that used four 

performance indicators as well as three different means of performance evaluation had a 

system of bonus payments to those department managers who achieved their 

performance targets in recognition of their contribution.  Indeed, the level of motivation 

and the desire to make further improvements was clearly evident among those 

department managers.    

On the other hand, in India the vast majority of hotels were using fairly 

traditional methods of performance evaluation in terms of the financial aspects, which 

were evaluated by the superior.  While both financial performance and customer 

satisfaction were regarded as critical, in effect, financial performance was considered 

the most important.  For example, department managers’ job confirmation and 
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promotion were based on their ability to achieve their budget (i.e., revenue and costs).  

However, it was encouraging to note that recently BSC technique was implemented in 

one of the hotels.   

One department manager in this hotel expressed his fondness for the BSC 

technique, and also pointed out that, “it is in my interest to try and underestimate my 

revenue and overestimate my costs, when finalising budgets.  This allows me sufficient 

flexibility of attaining the performance targets for my departments”.  Another 

department manager from the same hotel commented that, “BSC technique tends to be 

highly cumbersome technique and causes hindrance in accomplishing the day to day 

operational goals”.  As the BSC technique was fairly new to the hotel, both department 

managers seemed somewhat apprehensive.   

Moreover, none of the respondent managers (in Australia and India) had their 

managerial performance evaluated, despite the high extent of face-to-face interactions 

between managers, staff and customers.  Frequently department managers 

acknowledged that there was a lack of attention on the part of the senior management to 

their professional development.  More specifically, general managers had no inclination 

to either provide resources (such as financial resource and time) or encouragement for 

their professional development. 

5.6.2 Market competition 

Generally the intensity of market competition perceived by both Australian and 

Indian hotel department managers was high and on the rise, but rooms and food and 

beverage managers viewed competition differently.   

In Australia, rooms and food and beverage managers perceived that the intensity 

of market competition to be equally high.  For example, two rooms’ department 

managers commented that although a price war was imminent in Australia, particularly, 
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they believed in providing additional benefits in a subtle manner and avoiding giving an 

impression of price reductions.  Two other room department managers pointed out that  

 
“We are dealing with a highly perishable product, if all our rooms are 
not sold every night, the revenue is lost.  With the help of a computer 
program and past experience, we know that a certain percentage of 
rooms will not be occupied, so we sell those at very last moment at a 
heavily discounted rate to receive whatever we can”.   
 

Similarly, food and beverage managers pointed out that competition within food 

and beverage outlets was high but was different for different types of outlet.  For 

instance, formal restaurants are faced with much tougher competition, because this type 

of restaurant appeals to a smaller group of individuals.  However, less formal 

restaurants, despite several competing outlets outside the hotel, are exposed to limited 

competition, perhaps because of their greater popularity.   

Rooms’ department managers in India perceived the intensity of market 

competition to be somewhat higher than food and beverage department managers.  On 

one hand, first room department manager pointed out that most businesses including 

hotels had enjoyed the environment of low competition in the past due to government 

policies and protections.  However, due to economic liberalisation and the government’s 

intention to sell-off state owned hotels have attracted several multinational hotel chains 

in the capital cities.  Furthermore, emerging tourism destinations in the Indian 

subcontinent and an increasing number of Indian nationals travelling overseas are 

contributing towards increased intensity of market competition.  Second room 

department manager highlighted that “the intensity of market competition is rising, 

because it is becoming common practice to heavily discount the room rates, which was 

unheard of in the past”.  Third room department manager added that, “while we are able 

to maintain the average hotel occupancy at about 85%, certainly we are not able to 
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achieve the same level of average rooms rates as we were achieving prior to the 

September 11 attack, you see our sales revenue is dramatically declining”. 

On the other hand, food and beverage managers in India indicated that the 

intensity of market competition for their department was not very severe.  One food and 

beverage department manager said: 

“See we are in a fortunate situation because there are always enough 
guests staying in the hotel.  First, almost all our international guests 
dine in the hotel as they often have concerns about safety and hygiene 
and try to avoid eating outside the hotel.  Second, our domestic guests 
take this as a matter of prestige issue and prefer dining in the hotel.  In 
addition, we have a huge customer base of local residents who use our 
restaurants and function rooms all the time for casual dining and 
celebration”.   

 

Another food and beverage manager pointed out that “our restaurants are always 

full despite having no difference in lunch and dinner menu prices”. 

5.6.3 Transformational leadership style 

Department managers’ perception of their general manager’s transformational 

leadership style significantly differed in the two countries.  Department managers in 

Australia showed considerable desire to get involved in decision-making and take on 

additional responsibility.  Most general managers genuinely relinquished decision- 

making responsibility to their department managers while some tended to keep physical 

control over important and strategic issues.  For example, one department manager said 

that  

“In this hotel there are five members of the executive team comprised 
of finance, rooms, food and beverage, sales and marketing and 
engineering, and our general manager is simply a facilitator.  All major 
decisions are openly discussed among the executive team where we not 
only have to convince our general manager but managers from 
completely different backgrounds.  I find this process very challenging 
and good for my personal development”.   
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Similarly, several department managers discussed the issue of empowerment and 

their desire and ability to empower their subordinates right through to the front line 

employees. 

Most department managers in India commented that they were able to openly 

discuss work-related issues with their general managers and receive assistance when 

needed but indicated the importance of showing respect for their superiors.  Some 

department managers felt that their general managers had a lack of trust in their ability, 

and felt that it was the general manager’s prerogative to behave in such a manner.  One 

department manager felt that the position of general manager grants them an authority 

to intervene in all aspects of hotel operations as they see fit.  He went on to say that 

general managers need to make their physical presence felt to ensure that the hotel is 

managed efficiently.  Another department manager said that the idea of empowerment 

in India is very new and he is not sure if subordinate managers are ready to handle such 

a level of responsibility.  It seems that department managers in India are more than 

satisfied working for low transformational leaders who grant limited decision-making 

power and keep close control on the business activities of various departments. 

It is interesting to note that department managers in Australia showed a great 

desire to get involved in the decision-making process and really enjoyed the added 

responsibility.  In the case of department managers in India, they had no great desire to 

get involved in extensive decision-making and were happy with the existing traditional 

relationship of the superior and subordinates. 

5.6.4 Broad scope MAS information use 

All department mangers representing rooms and food and beverage in Australia 

and India provided fairly consistent responses during the interview that they had access 

to information either from their computer terminal or received from their finance 

department on regular basis.  Firstly, all room department managers recognised that the 
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computerised reservation systems adopted by their hotels (e.g. the Fidellio System) 

were very useful in providing daily and weekly reports including information on 

occupancy, average room rate, market mix and average room rate by market mix, which 

were available as and when needed.  This information allowed managers to make 

effective decisions in offering appropriate room rates, and directing their marketing 

efforts to declining markets. 

Secondly, food and beverage managers reported that they were responsible for 

widespread operations such as several restaurants, function rooms and in-room dining 

24 hours a day.  In all cases managers reported that a food and beverage control office 

provided weekly profit and loss statements providing details of sales, materials, labour 

costs and direct overheads.  These statements provided comparisons with the past year 

and budgeted figures to indicate how particular outlets were performing. 

The overall impression was that department managers in Australia had more 

access to externally generated information than their counterparts in India.  One 

department manager in Australia said that there is a website set up by their company, 

which allows them to share that information on global basis.  In addition, department 

managers in Australia commented that regional and national level departments of 

tourism provide useful information related to tourism trends and forecasts.  However, it 

was evident that in India, a similar level of information support was not available.  

Perhaps in India, department managers did not require more sophisticated information, 

because they were not empowered to make strategic decisions and also they tended to 

perceive their market competition to be less intense. 

On the whole, hotel department managers considered that they were satisfied 

with the accessibility of MAS information, which came mainly from internal sources 

and was used for making different kinds of decisions.  While such information is 

sufficient for making tactical decisions, it is perhaps not sufficient for making strategic 
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decisions because the hotel industry is maturing and becoming more competitive.  To 

cope with additional demands, department managers would require more multifaceted 

information from both internal and external sources: of a financial and non-financial 

nature, with a historical and forward-looking perspective. 

5.6.5 National culture 

Information related to department managers’ attitudes reflecting their national 

cultural characteristics were gathered.  There were distinct differences noticed between 

Australian and Indian department managers in terms of their attitudes and behaviour in 

dealing with their seniors and subordinates. 

While department managers in Australia respected general managers for their 

position, at the same time they considered them to be very much on an equal basis.  

Rooms as well food and beverage managers felt that their appointment in the hotel was 

due to their expertise in their field.  Hence, they had no hesitation in expressing their 

views in open without fear.  In terms of dealing with subordinates, department managers 

encouraged free exchange of information and disregarded formalising chains of 

command.   

Department managers’ behaviour in India was somewhat formal.  Although 

department managers were reasonably comfortable in putting their point of view across 

to their general managers, they felt a little apprehensive in disagreeing and debating 

issues even if they held very strong views.  In addition, department managers seemed 

nervous in the presence of the general manager, the owners and the head office 

executives.  One department manager said, “my general manager has earned this senior 

position because he is worthy of it, and for that it is my duty to respect his authority”.  

In terms of dealing with subordinates, department managers felt hesitant in dealing with 

superiors directly and very much believed in following the formal chains of command.  

One department manager said: “in India if you get too friendly with your juniors and 
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front line employees, they would take advantage of your kind nature and misuse it.  I 

strongly believe in keeping the distance”.  Possibly this insecurity may be due to the 

class system and high unemployment in India. 

5.7 Chapter summary 

The results of the hypotheses examined in this study were based on quantitative 

data gathered through self-administered postal questionnaires as well as qualitative data 

gathered through face-to-face interviews with hotel department managers in Australia 

and India.  In particular, this chapter discussed the suitability of regression models and 

outlined four main assumptions, which highlighted a satisfactory level of acceptance.  

The results of the first set of hypotheses involving the direct effects, the two-way 

interaction and the three-way interaction were provided.  Furthermore, assessment of 

the significant interactions into directional hypotheses provided additional insight.  The 

second set of hypotheses involved the effect of national culture on the three-way 

interaction and provided additional insight by assessing the directional hypotheses.  In 

general the results of the direct effect and the three-way interaction provided support for 

the hypotheses and the data collected through face-to-face interviews also provided 

adequate support.   

The next chapter discusses the results obtained from the first and second sets of 

hypotheses as well as the qualitative data gathered through face-to-face interviews.  The 

theoretical and managerial implications, limitations of the study and future research 

directions are also discussed. 
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CHAPTER 6.0  -   DISCUSSON AND CONCLUSION 
 

6.1 Introduction 

The aim of this research was twofold.  Firstly, the combined effect of the 

intensity of market competition, the general manager’s transformational leadership style 

and MAS information use on departmental performance was examined.  Secondly, the 

moderating effect of national culture on the performance model was also assessed.   

Data for the study was gathered through a self-administered postal survey and 

face-to-face interviews with rooms and food and beverage department managers in four 

and five star hotels and resorts in Australia and India.  The main purpose of undertaking 

a self-administered postal survey was to gather a sufficiently large amount of data, and 

the face-to-face interviews were designed to expand on the information gathered 

through the self-administered postal survey.  Moreover, the qualitative data gathered 

through interviews clarified issues related to department managers’ perceptions of their 

general manager’s transformational leadership style, the intensity of market competition 

and their use of broad scope MAS information on departmental performance.     

The discussion and conclusion chapter is organised as follows.  Section 6.2 

outlines the summary of results concerning the basic performance model and explains 

the results.  Section 6.3 discusses the performance model incorporating the moderating 

effect of national culture and explains the results.  Section 6.4 reports the results of face-

to-face interviews with hotel department managers in Australia and India.  This is 

followed by Section 6.5, which highlights the theoretical and managerial implications of 

the research findings, the limitations of the study and the future research directions.  
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6.2 Findings of the performance model  

The foundation of this thesis is based on the past research evidence showing that 

the use of broad scope MAS information is dependent upon the general manager’s 

transformational leadership style and the intensity of market competition.  An ideal 

combination of transformational leadership style, competition and broad scope MAS 

information use will result in high departmental performance.  It is evident that a senior 

manager who practises a high transformational leadership style tends to delegate added 

decision-making responsibility by providing adequate resources and supporting 

subordinates’ personal development (Hinkin & Tracey, 1994; Kirkpatrick & Locke, 

1996; Sparrowe, 1994; Tracey & Hinkin, 1996).  As a result, subordinates are able to 

make effective decisions.   

Researchers found that transformational leadership style is associated with high 

levels of job satisfaction, organisational commitment and performance (Arnold et al., 

2001; Lowe et al., 1999; Sparrowe, 1994; Tracey & Hinkin, 1996; Zwingman-Bagley, 

1999).  Moreover, the complexity of decisions significantly rises due to the competitive 

environment, which prompts managers to find alternative market segments, and to 

introduce improved products, services and processes to convert threats into 

opportunities (D’Aveni, 1994; Porter, 1980; Smith et al., 1992).  Therefore, the use of 

broad scope MAS information dramatically increases managers’ ability to cope with 

extended decision-making responsibility and more complex decisions, and improve the 

likelihood of high departmental performance (Buckhiester, 2003; Chong & Rundus, 

2004; DeFranco, 1997; Kim et al., 2004).  

The three-way interaction between transformational leadership style, market 

competition and broad scope MAS information use affecting departmental performance 

is plausible.  This is because, while a transformational leadership style empowers 

subordinates (i.e., grants greater decision-making responsibility), intense competition 
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creates a higher level of uncertainty.  Together, increased decision-making 

responsibility and high uncertainty requires department managers to make complex 

decisions.  Indeed, the use of broad scope MAS information helps in dealing with 

complex decisions and reducing uncertainty.  The need for broad scope MAS 

information is high only when managers have the added responsibility of making 

complex decisions.  However, the need for broad scope MAS information is low when 

managers have limited responsibility of making decisions and the complexity of the 

decisions is low.  In this way, departmental performance may be dependent upon 

different combinations of transformational leadership style, market competition and 

broad scope MAS information use. 

Before commencing the discussion on the major findings of this study, the 

results are summarised to include the direct effects, the two-way interaction and the 

three-way interaction between different variables used in the study.   

The direct effects 

In this study, the direct effects of market competition, transformational 

leadership style and broad scope MAS information use on the dimensions of 

departmental performance consisting of (a) financial performance, (b) capacity 

utilisation, (c) quality of staff and customer relationships, (d) overall change in 

departmental performance over the past two years and (e) overall change in 

departmental revenue over the past two years were investigated.  Next, each of the 

direct effects results is presented.   

1.  Market competition was negatively associated with departmental 

performance in the dimensions of (a) financial performance, (b) capacity utilisation, (c) 

quality of staff and customer relationships, and (e) overall change in departmental 

revenue over the past two years.   
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2.  Transformational leadership style was positively associated with 

departmental performance in the dimensions of (c) quality of staff and customer 

relationships, (d) overall change in departmental performance over the past two years, 

and (e) overall change in departmental revenue over the past two years.  

3.  The use of broad scope MAS information was positively associated with 

departmental performance in the dimensions of (a) financial performance, (b) capacity 

utilisation, (c) quality of staff and customer relationships, and (d) overall change in 

departmental performance over the past two years.   

The two-way interaction 

The two-way interaction of market competition, transformational leadership 

style and broad scope MAS information use on the dimensions of departmental 

performance consisting of (a) financial performance, (b) capacity utilisation, (c) quality 

of staff and customer relationships, (d) overall change in departmental performance over 

the past two years and (e) overall change in departmental revenue over the past two 

years were investigated.  Next, the two-way interaction result is presented.   

4.  There was a significant and positive two-way interaction between market 

competition and the use of broad scope MAS information affecting departmental 

performance in the dimension of (c) quality of staff and customer relationships.  

However, this was the only two-way interaction found to be significant. 

The three-way interaction 

The three-way interaction of market competition, transformational leadership 

style and broad scope MAS information use on the dimensions of departmental 

performance consisting of (a) financial performance, (b) capacity utilisation, (c) quality 

of staff and customer relationships, (d) overall change in departmental performance over 

the past two years and (e) overall change in departmental revenue over the past two 

years were investigated.  Next, the three-way interaction results are presented.   
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5.  There was a significant and positive three-way interaction between 

market competition, transformational leadership style and the use of broad scope MAS 

information affecting departmental performance in the dimensions of (a) financial 

performance, (d) overall change in departmental performance over the past two years 

and (e) overall change in departmental revenue over the past two years.   

6.  A congruence of high transformational leadership style, high (low) 

market competition and high (low) use of broad scope MAS information was associated 

with high departmental performance in the dimensions of (a) financial performance, (d) 

overall change in departmental performance over the past two years and (e) overall 

change in departmental revenue over the past two years.   

7.  An incongruence of high transformational leadership style, high market 

competition and low use of broad scope MAS information was associated with low 

departmental performance in the dimensions of (a) financial performance, (d) overall 

change in departmental performance over the past two years and (e) overall change in 

departmental revenue over the past two years.   

8.  An incongruence of low transformational leadership style, high market 

competition and high (low) use of broad scope MAS information was associated with 

low departmental performance in the dimensions of (a) financial performance, (d) 

overall change in departmental performance over the past two years and (e) overall 

change in departmental revenue over the past two years.   

9.  A congruence of low transformational leadership style, low market 

competition and high (low) use of broad scope MAS information was associated with 

high departmental performance in the dimensions of (a) financial performance, (d) 

overall change in departmental performance over the past two years and (e) overall 

change in departmental revenue over the past two years.   
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10.  There was significant difference noted between situation 1 (i.e., high 

transformational leadership style, high competition and high MAS information use) and 

situation 5 (i.e., low transformational leadership style, high competition and high MAS 

information use) for departmental performance in the dimensions of (d) overall change 

in departmental performance over the past two years, and (e) overall change in 

departmental revenue over the past two years.  

11.  There was a significant difference noted between situation 2 (i.e., high 

transformational leadership style, high competition and low MAS information use) and 

situation 6 (i.e., low transformational leadership style, high competition and low MAS 

information use) for departmental performance in the dimensions of (d) overall change 

in departmental performance over the past two years. 

NOTE: For situation 3 and situation 7, as well as situation 4 and situation 8, no 

significant differences were found.  

Dunk (2003) and Hartmann and Moers (1999/2003) argue that as the three-way 

interaction is of the highest order, it is recognised convention to discuss the three-way 

interaction results first.  They go on to say that in the absence of a three-way interaction, 

the lower order, such as two-way interactions and the direct effects reveal more 

meaningful information.   

6.2.1 The three-way interaction of transformational leadership style, 

competition and MAS information use on departmental performance 

A significant and positive three-way interaction between transformational 

leadership style, market competition, broad scope MAS information use and 

departmental performance in the dimensions of (a) financial, (d) overall change in 

departmental performance, and (e) overall change in departmental revenue was found.  

In particular, the results of this study indicate that the association of broad scope MAS 

information use with departmental performance is dependent upon the general 
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manager’s transformational leadership style and the department managers’ perceptions 

of the intensity of market competition.  In such situations the results of lower order 

interactions (i.e., the two-way interaction and the direct effects) are not interpreted as 

they become meaningless.    

Among four and five star hotels, customers expect highly personalised service 

(Hinkin & Tracey, 1994; Tracey & Hinkin, 1996), which according to Brymer et al. 

(1991), Dobyns and Crowford-Mason (1991), Faulkner and Patiar (1997) and Zohar 

(1994), raises employees stress levels.  Various researchers contend that employees’ 

high levels of job stress can be reduced and eventually eliminated, if senior managers 

are able to display a caring attitude towards their subordinates (Dube et al., 1994; 

Guerrier & Deery, 1998; Kinwin, 1992; Miller, 1994; Mullins, 1999; Sparrowe, 1994).   

The senior manager’s transformational leadership style effectively shares the 

organisational vision, inspires and stimulates subordinates, and empowers them to make 

independent decisions (Burns, 1978; Tichy & Devanna, 1986).  In addition, it results in 

subordinates achieving higher order needs and developing their full potential.  Banker et 

al. (1998), Bass (1985), Dobyns and Crowford-Mason (1991), Hater and Bass (1988), 

Keller (1995) and Tichy and Devanna (1986) point out that the senior manager’s 

transformational leadership style plays an important role in increasing subordinates’ job 

and organisational commitment, and in reducing uncertainty and stress levels.  There are 

other researchers who report that a transformational leadership style is also a good 

predictor of high performance (Arnold et al., 2001; Bass, 1990; Deluga, 1988; Hinkin & 

Tracey, 1994; Kirkpatrick & Locke, 1996; Masi & Cooke, 2000; Ristow, et al., 1999; 

Tracey & Hinkin, 1996; Yusaf, 1998).   

Furthermore, hotel department managers are involved in making highly complex 

decisions due to two main reasons presented in the literature.  Firstly, the effect of 

market competition is endured by businesses as their competitors start offering products 
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and services that are adequate substitute in terms of quality, price and marketing 

(Khandwalla, 1972).  Secondly, market competition is intensified by technological 

developments, customers’ awareness of quality and globalisation of businesses (Brander 

Brown & Atkinson, 2001; Jogaratnam et al., 1999; Wall Street Journal, 2003; Wolff, 

2004).  As a result, intense market competition restricts managers’ ability to accurately 

make decisions, since the unpredictability of situations and outcomes gives rise to 

considerable uncertainty (Burns & Stalker, 1961; Duncan, 1972; Jones, 1998; Miles et 

al., 1974).   

Faced with the responsibility of making a large number of decisions (i.e., due to 

the senior manager’s transformational leadership style) and in dealing with complex 

decisions (i.e., due to the competitive market), department managers are forced to use a 

comprehensive set of broad scope MAS information.  Gordon and Narayanan (1984) 

and Chenhall and Morris (1986) noted that broad scope MAS information makes 

available not only financial and non-financial information, but information that is from 

internal and external sources and is of a both historical and futuristic nature.  Davidson 

and Griffin (2000), Ferris and Haskins (1988), Huber (1980), Mia (1989) and Moores 

and Booth (1994) reported that the extensive use of broad scope MAS information by 

managers helped them to make large number of complex decisions, and resulted in 

improved performance. This is because the use of broad scope MAS information 

encourages managers to consider several options; some of which would perhaps 

otherwise have gone unnoticed.  Consequently, it improves managers’ understanding of 

the job and enhances their performance (Ferris & Haskins, 1988; Gordon & Narayanan, 

1984; Mia, 1989/1993).   

There is rather strong evidence from theory and other researchers that the 

relationship between broad scope MAS information use and departmental performance 
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is affected by the transformational leadership style and the intensity of market 

competition.   

The results of the present study are consistent with the theory that when 

managers’ perceptions of the intensity of market competition rises, there is greater 

uncertainty and decisions become more complex; and the senior manager’s 

transformational leadership style grants significantly more decision-making 

responsibility.  According to Duncan (1973), Gerloff (1985) and Gul and Chia (1994), 

to make complex decisions effectively managers need to locate and process 

considerable broad scope MAS information.   

Moreover, the results of the present study are also supported by the work of 

Gordon and Narayanan (1984), who reported that a combination of managers’ 

perceptions of high environmental uncertainty, an organic type of organisational 

structure and broad scope MAS information use improved managerial performance.  

Similarly, Gul and Chia (1994) reported a significant three-way interaction between the 

effects of managers’ perceptions of environmental uncertainty, decentralised 

organisational structure and broad scope as well as aggregation of MAS information use 

on managerial performance.   

To further interpret the significance of the three-way interaction results, 

transformational leadership style, competition and use of broad scope MAS information 

were dichotomised at their mean into high and low levels, and their effect on 

departmental performance was examined.  Firstly, four situations related to the effect of 

high transformational leadership, high (low) competition and high (low) MAS 

information use on departmental performance are discussed.  Secondly, four other 

situations related to the effect of low transformational leadership, high (low) 

competition and high (low) MAS information use on departmental performance are 

discussed.   
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High transformational leadership style 

A congruence of high (low) market competition perceived by department 

managers and their high (low) use of broad scope MAS information was found to be 

associated with higher departmental performance in the dimensions of (a) financial 

performance, (d) overall change in departmental performance, and (e) overall change in 

departmental revenue as compared to an incongruence of high market competition 

perceived by department managers and their low use of broad scope MAS information.   

These findings support the theory discussed in Section 2.6.1.1 that the senior 

manager’s high transformational leadership style involves sharing organisational vision, 

inspiring, intellectually stimulating as well as empowering subordinate managers (Bass 

& Avolio, 1997; Burns, 1978).  Such behaviour of senior managers assists in motivating 

subordinates and achieving improved performance (Bennis & Nanus, 1985; Conger, 

1989; Deluga, 1988; Ristow et al., 1999; Yusaf, 1998).  This is because high 

transformational leadership style not only provides adequate resources but offers 

personal development opportunities to subordinates (Hinkin & Tracey, 1994; 

Kirkpatrick & Locke, 1996; Sparrowe, 1994; Tracey & Hinkin, 1996).  In addition, high 

market competition rapidly changes the market conditions and customer needs, and 

makes the predictability of the environment and outcomes of decisions difficult.  This 

intensifies the complexity of decisions for department managers and encourages them to 

consult a comprehensive set of broad scope MAS information to improve their 

performance. 

Yet a high transformational leadership style in the senior manager in stable 

market competition allows department managers to predict the market conditions and 

outcomes with relative ease.  This lowers the level of complexity and requires limited 

use of broad scope MAS information.  In other words, managers would select the most 

pertinent information that is relevant to the decision in hand.  Hence, a congruence of 
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high (low) market competition and high (low) broad scope MAS information use under 

high transformational leadership style would result in high departmental performance.   

However, if there is an incongruence of high competition and low use of broad 

scope MAS information under a high transformational leadership style, it results in low 

departmental performance. This is because the low use of broad scope MAS 

information is inadequate in providing pertinent information for making more complex 

and an increased number of decisions.  Moreover, it fails to reduce the high level of 

uncertainty. 

Low transformational leadership style 

An incongruence of high market competition perceived by department managers 

and their high (low) use of broad scope MAS information was found to be associated 

with low departmental performance in the dimension of (a) financial performance, (d) 

overall change in departmental performance, and (e) overall change in departmental 

revenue as compared to a congruence of low market competition perceived by 

department managers and their high (low) use of broad scope MAS information.   

These findings also support the theory discussed in Section 2.6.1.2 that the 

senior manager’s low transformational leadership style fails to adequately share 

organisational vision, inspire, intellectually stimulate and empower subordinate 

managers (Bass & Avolio, 1997).  Such behaviour helps neither in motivating 

subordinates nor improving their performance (Bennis & Nanus, 1985; Conger, 1989; 

Deluga, 1988; Ristow et al., 1999; Yusaf, 1998).  This is because low transformational 

leadership style does not provide extended decision-making responsibility and 

opportunity for subordinates’ personal development (Hinkin & Tracey, 1994; 

Kirkpatrick & Locke, 1996; Sparrowe, 1994; Tracey & Hinkin, 1996).   With limited 

decision-making responsibility, department managers have less need to make use of 

broad scope MAS information.  However, as the market competition increases, the 
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complexity and the predictability of decisions and outcomes become difficult.  To 

reduce such high complexity, department managers are required to make use of broad 

scope MAS information.  Regardless of high or low use of broad scope MAS 

information, under high competition and low transformational leadership style, 

departmental performance would be low.   

However, if there is a congruence of low market competition and low 

transformational leadership style, the market conditions and outcomes become relatively 

easy to predict for department managers.  The low level of complexity also permits 

managers to adjust their use of broad scope MAS information accordingly.  In other 

words, departmental managers would only select the most pertinent information that is 

relevant to the decision in hand.  Regardless of whether the use of broad scope MAS 

information is high or low, the performance is likely to remain high due to the lack of 

interference from market competition and limited responsibility for decision-making. 

The above results are further interpreted by comparing the differences in 

departmental performance for situation 1 (i.e., high transformational leadership style, 

high competition and high MAS use) and situation 5 (i.e., low transformational 

leadership style, high competition and high MAS use).  Significant differences in the 

mean departmental performance of situation 1 and situation 5 were found for (d) overall 

change in departmental performance, and (e) overall change in departmental revenue, 

but no significant difference for (a) financial performance was found.   

Similarly, for situation 2 (i.e., high transformational leadership style, high 

competition and low MAS use) and situation 6 (i.e., low transformational leadership 

style, high competition and low MAS use), the mean differences in departmental 

performance were compared.  While a significant difference for (d) overall change in 

departmental performance was found, there were no significant differences found for (a) 

financial performance and (e) overall change in departmental revenue. 
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Hence, these results indicate that while competition and MAS use remain 

constant, managers working under high transformational leadership style tend to yield 

significantly higher performance than managers working under low transformational 

leadership style.  These findings are well supported by past research showing that high 

transformational leadership style succeeds in effectively empowering managers by 

achieving high motivation and improved performance (Bennis & Nanus, 1985; Conger, 

1989; Deluga, 1988; Hinkin & Tracey, 1994; Ristow et al., 1999; Tracey & Hinkin, 

1996; Yusaf, 1998).  Moreover, in the case of situation 3 and situation 7 as well as 

situation 4 and situation 8, no significant differences between the departmental 

performance scores were found.    

As discussed in the beginning of the previous section, that there was an absence 

of the three-way interactions between the effects of market competition, 

transformational leadership style and broad scope MAS information use on 

departmental performance in the dimensions of (b) capacity utilisation, and (c) quality 

of staff and customer relationships making the interpretation of the two-way interactions 

more meaningful (Dunk, 2003; Hartmann & Moers, 1999/2003).  The two-way 

interactions are interpreted next. 

6.2.2 The two-way interaction between the effects of competition and MAS 

information use on departmental performance 

A significant and positive two-way interaction between the effects of the 

intensity of market competition and broad scope MAS information use on departmental 

performance concerning only (c) quality of staff and customer relationships was found 

to exist in the expected direction.  Explained differently, the term ‘significant 

interaction’ implies that the combined effect of a competitive environment and the use 

of broad scope MAS information resulted in improved quality of staff and customer 

relationships. 
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This is because in the competitive environment, it becomes difficult to 

adequately plan and achieve expected results.  Moreover, overall demand for hotel 

products and services declines and forces managers to reduce the price of their products 

and services (i.e., room rates), offer additional items or step up marketing efforts.  

While these strategies help attract additional customers, in reality it reduces the revenue 

earned and increases the cost (Baum & Haveman, 1997; Buckhiester, 2003; Roginsky, 

1995; Wall Street Journal, 1997).  The concern related to higher costs coupled with 

lower revenue is that it becomes difficult to sustain adequate profitability.  Buckhiester 

(2003) and Kim et al. (2004) state that often hotel managers react to such situations by 

reducing service, and substituting materials with cheaper alternatives.  While in the 

short-term it may help in maintaining profitability, in the long-term this upsets 

customers, who feel cheated and may never return.   

The proactive means of tackling threats of lower revenue and higher costs 

caused by competitors’ actions is to critically analyse decisions and use appropriate 

information from all relevant sources.  Indeed, broad scope MAS information that is 

financial and non-financial in nature sourced from internal and external sources as well 

as being historical and futuristic in nature can help in overcoming the effects of 

competition.  For instance, information related to employees’ job satisfaction and 

morale, market information related to competitors and industry trends, and customers’ 

satisfaction including their intention to engage in repeat purchase behaviour can be 

furnished with the help of broad scope MAS information.  If managers use such vital 

information related to their competitors, the market, their customers and staff, it will put 

them in a stronger position to devise suitable strategies for offering improved products 

and services, and hence, achieve higher customer and staff satisfaction.   

While it was expected that even in the most competitive environment all aspects 

of departmental performance would improve with the use of broad scope MAS 
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information, the results are somewhat puzzling in that only the quality of staff and 

customer relationships improved.  The possible reasons for the results may be due to the 

nature of the hotel industry and the severity of the market competition.   

On one hand, according to Power and Barrows (1999) and Sparrowe (1994), the 

hotel industry is recognised to be a “people-oriented business”, where customers’ 

satisfaction is dependent upon receiving superior and consistent quality products and 

services.  Particularly, in four and five star hotels, customers expect highly personalised 

service 24-hours a day (i.e., valet and butler services, check-in and checkout facilities 

and extensive provision of food and beverages).  A high standard of customer service 

requires the provision of adequate training and development opportunities. 

Considerable research in the hospitality industry has provided evidence of a 

strong relationship between motivated staff, superior quality customer service and 

higher customer satisfaction.  Various researchers report that highly motivated 

employees are more successful in delivering superior quality customer service and 

fostering customer loyalty than less motivated employees (Barsky, 1992; Edwards, 

1992; Heskett et al., 1990; Hirst, 1992; Oh & Parks, 1997; Schmenner, 1995; Voss et 

al., 1998).  In addition, Banker et al. (1998) also state that in the competitive 

environment, managers are required to pay greater attention to customer needs, so that 

customer loyalty can be maintained.  Hence, there is sufficient evidence to support the 

contention that the combined effect of intense market competition and broad scope 

MAS information use resulted in high performance in terms of quality of staff and 

customer relationships.   

On the other hand, hotel managers feel helpless when the market competition 

gets intense particularly due to external environmental forces (i.e., poor state of the 

national and international economy, terrorist attacks, industrial disputes in 

transportation…..) and coupled with the perishable nature of hotels and resorts products 
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and services.  There are researchers who contend that hotel managers tend to 

concentrate on operational issues and somewhat overlook strategic issues (Brander 

Brown & McDonnell, 1995; Harris & Brander Brown, 1998; Mia & Patiar, 2001; Zetie 

et al., 1994).  Possibly due to the above reasons, no significant two-way interactions 

with other aspects of departmental performance were found. 

Moreover, the absence of significant two-way interactions between competition 

and MAS information use; competition and transformational leadership style; and 

transformational leadership style and MAS information use on departmental 

performance further stresses the importance of the interpretation of the direct effects 

more meaningful.  The direct effects are interpreted next. 

6.2.3 (i) The direct effect of competition on departmental performance  

A significant and negative relationship between the intensity of market 

competition and departmental performance in the dimensions of (a) financial 

performance, (b) capacity utilisation, (c) quality of staff and customer relationships and 

(e) overall change in departmental revenue shows that performance declines due to a 

competitive environment.  In other words, as the market becomes more competitive, it 

becomes difficult for hotel department managers to achieve high room and food and 

beverage area occupancy, sustain the average room rates as well as average spend on 

food and beverages.   For instance, Miles et al. (1974) point out that intense market 

competition reduces managers’ ability to accurately predict market behaviour.  Duncan 

(1972) supports the above view and warns that under such situations, managers often 

end up making wrong decisions.  Particularly in hotels during intense competitive times, 

competitors launch price reductions and aggressive marketing strategies to secure a 

larger share of the market (Baum & Haveman, 1997; Buckhiester, 2003; Roginsky, 

1995; Wall Street Journal, 1997).   
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It has been discussed in Section 1.2.2 that the hotel’s products and services are 

highly perishable in nature.  If hotel rooms are not sold on a particular night or a 

restaurant seat is not occupied during a particular meal service, then the possibility of 

selling the same is lost.  As such, managers are under significant pressure to reduce their 

rates, leading to declined sales revenue.  While managers have little or no control over 

reducing the fixed costs in the short-term, the literature reports that it is common 

practice among hotel managers to cut back on the level of services (i.e., introducing 

lower staffing levels) in order to effectively manage financial resources (Buckhiester, 

2003; Kim et al., 2004).   

Brymer et al. (1991) and Faulkner and Patiar (1997) point out that in four and 

five star hotels and resorts, customers expect certain minimum levels of quality service, 

and any reduction in the service quality would negatively impact on the performance 

concerning the quality of staff and customer relationships.  For example, Jogaratnam et 

al. (1999) found that while good quality service had a positive effect on performance, 

intense competition had a negative effect on performance.  Researchers contend that 

positive experiences for customers in hotels are dependent upon maintaining an 

adequate staffing level as well as providing on-going training and development 

opportunities, allowing for continuous improvements to be made (Chong & Rundus, 

2004; Metters et al., 2003; Slack et al., 2004).  The above evidence supports the findings 

of this study that in the competitive environment hotels experience lower financial 

performance, capacity utilisation, quality of staff and customer relationships, and 

overall change in departmental revenue.  However, no significant relationship was 

found between competition and overall change in departmental performance.  It is 

possible that the negative effect of overall change in departmental performance needs to 

be observed over a long period of time in a longitudinal type of study. 
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6.2.3 (ii) The direct effect of transformational leadership style on departmental 

performance  

A significant and positive relationship between the hotel general manager’s 

transformational leadership style and departmental performance in the dimensions of (c) 

quality of staff and customer relationships (d) overall change in departmental 

performance and (e) overall change in departmental revenue indicate that performance 

improves when department managers are properly managed by their senior managers.  

In other words, the general manager’s transformational leadership style succeeds in 

attaining department managers’ higher order needs and developing their full potential 

by sharing organisational vision, inspiring, intellectually stimulating and empowering 

them (Bass & Avolio, 1997; Burns, 1978).   

In the context of the hotel industry, Hinkin and Tracey (1994) and Tracey and 

Hinkin (1996) highlight that customers in the four and five star hotels and resorts expect 

highly personalised customer service, because these hotels and resorts are supposed to 

be the best.  According to Heskett et al. (1990) and Schmenner (1995), hospitality 

employees who are highly satisfied and motivated tend to be better equipped to respond 

to customers’ needs and avert service quality breakdown.  Barsky (1992), Becker and 

Murrmann (1999), Dube et al. (1994) support this point of view, adding that excellent 

customer service is the key to sustaining customer loyalty.  

Much of the literature reports that empowered employees in the hospitality 

industry experience high job satisfaction, organisational commitment and performance 

(Anastassova & Purcell, 1995; Conger & Kanungo, 1987; Hinkin & Tracey 1994; 

Sparrowe, 1994; Tracey & Hinkin 1996).  Hence, there is sufficient evidence from the 

past research that a significant and positive association exists between transformational 

leadership and staff and customer relationships, and overall change in departmental 

performance and revenue.  
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However, no significant relationship was found between transformational 

leadership style and (a) financial performance as well as (b) capacity utilisation.  This 

fact is puzzling, because Barsky (1992), Becker and Murrmann (1999) and Dube et al. 

(1994) reported that that excellent customer service develops customer loyalty and 

logically it should translate into high financial performance and capacity utilisation of 

hotel and resort facilities.  It is possible that the positive effects of customer loyalty need 

to be observed over a longer period of time in a longitudinal type of study.  

6.2.3 (iii) The direct effect of MAS information use on departmental 

performance 

A significant and positive relationship was found between department managers’ 

use of broad scope MAS information and departmental performance in the dimensions 

of (a) financial performance, (b) capacity utilisation, (c) quality of staff and customer 

relationships and (d) overall change in departmental performance.  In other words, 

department managers’ extensive use of broad scope MAS information including 

financial and non-financial, internal and external, as well as historical and futuristic 

information permitted them to consider a number of alternative strategies to achieve the 

optimum result.  This improved managers’ understanding of the job and enhanced their 

performance (Ferris & Haskins, 1988; Gordon & Narayanan, 1984; Mia, 1989/1993). 

Since various decisions by hotel department managers are made under several 

constraints (i.e., products and services are intangible, their production, delivery and 

consumption are simultaneous and involve a high level of face-to-face interaction 

among staff and customers), the use of a comprehensive set of broad scope MAS 

information becomes critical.  Davidson and Griffin (2000), Huber (1980) and Moores 

and Booth (1994) point out that broad scope MAS information assists in decision-

making related to improving sales revenue and customer satisfaction, developing new 

products, services, processes and markets as well as reducing costs.  Particularly in the 
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context of hotels, department managers make decisions related to capacity utilisation 

(i.e., pricing of existing and new products and services, and devising and implementing 

sales promotion campaigns).   

Yield management literature suggests that competitive rates for rooms and food 

and beverage can be established by precisely matching past, present and future 

reservations, average room rates, market mix, major events taking place in the area and 

the state of the economy, together with other information (Jagels & Coltman, 2004).  

This makes it possible to work out the probability of selling or not selling the guest 

bedrooms.  Furthermore, Buckhiester (2003) and DeFranco (1997) argue that the use of 

sophisticated models for forecasting demand for hotel bedrooms and revenue assists in 

determining the most attractive room rate.  Thus, it is evident from the present study and 

the past research that the use of detailed MAS information greatly assists in achieving 

high levels of occupancy and average daily rates in rooms as well as food and beverage.   

Similarly, broad scope MAS information is capable of providing an array of 

useful information related to past, current and potential customers’ likes and dislikes, 

future trends and competitors’ actions (Gordon & Narayanan 1984; Chenhall & Morris, 

1986; Mia, 1989).  In the “people-oriented businesses”, particularly four and five star 

hotels, significant emphasis is given to providing highly personalised customer service.  

Indeed high customer satisfaction is dependent upon employees’ friendly attitude and 

behaviour (i.e., dependent upon successful interaction between staff and customers) and 

excellent job skills.  Heskett et al. (1990) and Schmenner (1995) point out that 

contented and motivated employees tend to deliver excellent customer service and play 

an important role in accomplishing higher customer satisfaction and customer loyalty.   

In this regard, broad scope MAS information from both internal and external 

sources related to employees’ job satisfaction and morale, market information and 

customers’ satisfaction, including their intent to engage in repeat purchase behaviour 
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can help in devising suitable strategies for employee development and thus achieve 

higher customer satisfaction.  Hence, it is apparent from the present study that the use of 

detailed MAS information greatly assisted in achieving high financial performance, 

capacity utilisation, quality of staff and customer relationships and overall change in 

departmental performance, and provides further support for the past literature.  

However, it is puzzling that this study does not indicate broad scope MAS information 

use contributed to overall change in departmental revenue.  Perhaps this issue could be 

best handled with the help of a longitudinal study. 

The preceding discussion on direct effects leads to the conclusion that among 

four and five star hotels and resorts, performance can be predicted by the condition of 

market competition, senior manager’s transformational leadership style and the extent 

of broad scope MAS information use.  For instance, high competition would result in 

low performance and low competition would result in high performance; high 

transformational leadership would result in high performance and low transformational 

leadership would result in low performance; and high MAS information use would 

result in high performance and low MAS information use would result in low 

performance.  The next section deals with the effect of national culture. 

6.3 The moderating effect of national culture on the performance model 

The three-way interaction model is further tested by assessing the moderating 

effect of national culture on the relationship between the effects of transformational 

leadership style, market competition and broad scope MAS information use on 

departmental performance.  It has been extensively argued in Section 1.2 that the 

investigation of the above relationship is critical due to lack of research addressing 

transformational leadership, competition, MAS information use, national culture and 

performance in the hotel industry.  
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However, there is sufficient evidence based on direct effects indicating that 

national culture affects the relationship between leadership style and performance in 

industries other than the hotel industry (Hofstede, 1980; Morris & Pavett, 1992), and 

these findings are of some relevance to this study.  For instance, Denison and Mishra 

(1995) found that a match between low power distance and high participation in the 

USA resulted in high performance, whereas Newman and Nollen (1996) reported that a 

mismatch between high power distance and high participation in Singapore resulted in 

low performance.  It was argued in Section 3.5 that the three-way interaction between 

the effects of transformational leadership style, competition and MAS use on 

departmental performance is likely to be different in Australia and India. 

Before discussing the major findings of the moderating effects of national 

culture on the performance model, various results related to the two dimensions of 

national culture, independent and dependent variables of the study and the three-way 

interactions are summarised below. 

1. The power distance scores of department managers in Australia are 

significantly lower than in India. 

2. The individualism scores of department managers in Australia are 

significantly higher than in India. 

3.   The market competition scores of department managers in Australia and 

India are significantly different. 

4.  The transformational leadership style scores of department managers in 

Australia and India are significantly different. 

5.  The broad scope MAS information use scores of department managers in 

Australia and India are significantly different. 

6.  The departmental performance scores for the dimensions of (a) financial 

performance, (b) capacity utilisation, (c) staff and customer relationships, (d) overall 
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change in departmental performance, and (e) overall change in departmental revenue in 

Australia and India are not significantly different. 

7.  The three-way interaction between market competition, transformational 

leadership style and the use of broad scope MAS information affecting departmental 

performance in the dimensions of (e) overall change in departmental revenue over the 

past two years is significant and positive in Australia.   

8.  The three-way interaction between market competition, transformational 

leadership style and the use of broad scope MAS information affecting departmental 

performance in the dimensions of (a, d and e) are not significant in India. 

6.3.1 Dimensions of national culture 

Hofstede (1980) defined national culture as “collective programming of the 

mind”, where different social groups display unique characteristics and share systems of 

values, attitudes, customs and beliefs.  Moreover, these societal norms are learnt over 

time through family upbringing, education systems and society at large.  Hofstede 

(1980) identified four dimensions of national culture, to which at a later date, a fifth 

dimension was added.  Only two dimensions of national culture, power distance and 

individualism were used in the present study and it is discussed at length in Section 3.2.  

Power distance 

Power distance is the relationship between people at home, work and in society, 

where they indicate varying degrees of tolerance for inequality (Hofstede, 1980).  For 

example, high power distance cultures have a tendency to respect their elders and 

superiors, whereas low power distance cultures have a tendency to display independent 

behaviour.  Power distance scores for hotel department managers in Australia were 

lower than those in India.  Indeed, t-test results revealed that there is a significant 

difference between the mean score of power distance for Australian and Indian 

managers.  An interesting point to observe is that power distance scores for the present 
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study and Hofstede’s study in 1980 are similar.  Hence, this suggests that individuals’ 

tolerance for inequality in the two countries has remained unchanged. 

Individualism 

Individualism is the degree to which people assimilate into a group (Hofstede, 

1980).  For example, high individualism relates to a person satisfying personal interests 

and the interests of their immediate family, and preferring high level of independence at 

work.  Low individualism relates to a person extending personal interests to a group or 

an organisation, and tending to happily accept the senior’s instructions.  Hotel 

department managers in Australia scored higher on individualism than those in India.  

Indeed, t-test results revealed that there is a significant difference between the mean 

score of individualism for Australian and Indian managers.  An interesting point to 

observe is that individualism scores for Indian managers increased from 48 to 75, 

whereas Australian managers’ score remained unchanged.  In other words, the results of 

the present study show that over the years since Hofstede’s 1980 study, Indian managers 

have become more individualistic.   

Although a significant difference between the mean scores for Australian and 

Indian department managers is evident, in real terms there has been increase in the 

individualism score for the Indian department managers.  The results of the present 

study fail to support Hofstede’s (1980) theory that India is relatively low on the 

individualism dimension of national culture.  These findings are supported by several 

researchers, who maintain that the individualism dimension of national culture in India 

is rapidly changing.  For instance, Sinha and Tripathi (1994) reported that a group of 

undergraduate students in India were given a number of scenarios related to 

individualistic behaviour.  The students indicated high individualism for 22% of 

scenarios, whereas the same students indicated both low and high individualism for the 

remaining 78% of scenarios.  In another study, Mishra (1994) compared the 
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individualistic behaviour of managers who were young and old; came from rural and 

urban areas; and who were less educated and more educated.  Mishra’s results revealed 

that managers, who were young, came from urban areas and were more educated 

displayed highly individualistic behaviour.   

Sinha et al. (2001) reported that a group of university students and researchers 

from rural areas and less educated families displayed low individualistic behaviour and 

supported Mishra’s results, but those from urban area and more educated families 

displayed low individualistic (i.e., family related matters) and high individualistic (i.e., 

personal and work related matters) behaviours.  Similarly, Chatterjee and Pearson 

(2000) found that senior managers displayed low individualism at home (i.e., using 

traditional Indian values in dealing with personal life), and high individualism in the 

work place (i.e., adjusting to international management practices).   

According to Gopalan and Stahl (1998), such changes in Indian culture can be 

put down to the exposure of young urban residents and well educated managers to the 

liberalisation of the Indian economy, promotion of the free market, increasing 

globalisation and western education systems and work practices.  Hence, the 

individualism of Indian managers is gradually increasing. 

The change in individualism among Indian managers is further supported by 

Times of India (2005), which reported that Indian managers are in high demand among 

multinational companies all around the world in information technology, finance, 

banking, marine industries and manufacturing.  More specifically, companies such as 

Unilever, Proctor and Gamble, Pepsi, Coca-Cola, Nestle, LG Electronics and Whirlpool 

are now recruiting senior level managers in the areas of business development, quality 

control and sales from India.  According to several senior business executives such as 

Ms Sangeeta Sabharwal, CEO, Ma Foi Global Search Services, “Indian managers have 

the ability to stretch work hours and are considered better in managerial strengths”.  Ms 



238 

  

Sonal Agarwal, Senior Director, Accord Group said, “India is perceived as a market 

with complex challenges, so Indian managers are more exposed”.  Also Mr. Pavan 

Bhatia Executive Director (HR) of Pepsi pointed out that “Indian managers are naturally 

accustomed to cross-cultural way of working..., which gives them the cutting edge”.  

Indeed, such a level of demand for Indian educated and trained managers highlights the 

culture changes occurring over recent years in urban areas, where new wealth 

generation has allowed them access to western education, cable television, the internet 

and world class consumer goods (Times of India, 2005). 

Significant differences were found in the mean scores for transformational 

leadership style, market competition and MAS information use among Australian and 

Indian hotel department managers.  A closer examination of the data revealed that in all 

three independent variables, the mean scores for Australian managers were higher than 

those of Indian managers.  These results suggest that as hotel managers in the two 

countries differ on the power distance and individualism dimensions of national culture, 

their behaviour is reflected in the above independent variables.  However, in the case of 

the five dimensions of departmental performance, no significant difference was found 

between Australian and Indian department managers.  A closer examination of the data 

revealed that mean scores for all five dimensions of departmental performance among 

Australian and Indian managers were more or less same.  These initial results indicate 

that while there are significant differences between the dimensions of national culture 

and independent variables, there is no significant difference in departmental 

performance between Australian and Indian managers. 

Explained differently, regardless of the differences in culture and the 

independent variables, no differences in departmental performance were found.  It is 

possible that department managers accept and adjust their behaviour to their 

environment and experience the same level of departmental performance.  For example, 
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while department managers in India willingly accept the low transformational 

leadership style of their general manager, the same behaviour in Australia perhaps 

would not be acceptable.  Therefore, there needs to be a match between leadership style 

and cultural characteristics to yield high performance.  A mismatch between leadership 

style and cultural characteristics would yield low performance. 

6.3.2 Effect of national culture on the performance model 

It has been widely discussed in the literature that management practices and 

control systems ought to be aligned to the national culture of a particular country.  

Explained differently, the success of various western management practices and 

acceptance of control systems is not universal; while some management practices and 

control systems work in one culture, there is no certainty of them working in other 

cultures (Chow et al., 1991; Harrison, 1992; Helgstrand & Stuhlmacher, 1999; 

Hofstede, 1980; O’Connor, 1995).  To test the national cultural differences in the hotel 

industry, national culture was introduced as a controlled variable in the three-way 

interaction equation (i.e., pooled sample).  Controlling for national culture in the three-

way interaction yielded no significant results, indicating that national culture did not 

contribute to the combined effect of transformational leadership, competition and MAS 

use on departmental performance.  A further analysis splitting the sample investigated if 

significant three-way interactions were present among the Australian and Indian 

samples.  The results for the Australian and Indian samples revealed somewhat mixed 

results and are discussed in the next section. 

6.3.2.1 Australian sample 

The results provide somewhat mixed support in that no significant three-way 

interactions were found between transformational leadership, competition and MAS use 

on departmental performance in the dimensions of financial performance and overall 
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change in departmental performance, but the relationship was positive and in the 

expected direction.  Explained differently, national culture of Australian managers did 

not affect the above relationship.  However, for overall change in departmental revenue, 

a significant three-way interaction was found indicating that national culture of 

Australian managers affected the relationship between transformational leadership, 

competition and MAS use. 

As discussed in Section 2.6.1.1, transformational leadership style is 

characterised by sharing of the organisational vision, inspiring, intellectually 

stimulating, motivating and empowering subordinates (Bass & Avolio, 1997; Burns, 

1978).  A general manager who scores high on transformational leadership is likely to 

grant department managers significantly more decision-making responsibilities than a 

general manager who scores low on transformational leadership (Hinkin & Tracey, 

1994; Kirkpatrick & Locke, 1996; Sparrowe, 1994; Tracey & Hinkin, 1996).  In a given 

environment, the effectiveness of the general manager’s high or low transformational 

leadership may be dependent upon their national culture (i.e., power distance and 

individualism) affecting job satisfaction, organisational commitment and performance 

(Hofstede, 1980). 

Australian managers are considered to exhibit low power distance, high 

individualism and high transformational leadership.  Cultures low on power distance 

tends to make independent decisions and do not tolerate their senior’s autocratic 

leadership style (in this study high transformational leadership) (Hofstede, 1980).  

Furthermore, cultures high on individualism tends to focus on satisfying personal 

interests and the interests of close family and displays a desire for self-orientation, 

autonomy and being prepared to openly discuss work-related issues with their seniors 

(Hofstede, 1980).  In such cultures, if the general manager practises a low 

transformational leadership style (i.e., granting limited decision-making responsibility) 
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subordinates are most likely to resent having limited decision-making responsibility.  

This is because individuals in a low power distance and high individualism culture tend 

to be independent and regard each other as equals having similar rights.  Hofstede 

(1983) reported that low power distance and high individualism (such as in Australia) 

coexist within the same culture and reflect a greater desire for independence and high 

autonomy, as it fulfils the psychological needs of the people within that culture. 

Research shows that a match between power distance, individualism and 

leadership style is likely to result in high performance.  Morris and Pavett (1992) found 

a significant and positive relationship between the senior manager’s participative 

leadership style (i.e., in the USA which is characterised as a low power distance culture) 

and high performance.  In the same way, Denison and Mishra (1995) reported that in the 

USA, organisations encouraging high participation were significantly more efficient and 

faster growing than organisations that did not encourage participation.  This is because 

organisations reflect greater confidence in decentralised authority and their members 

express desire for high levels of independence and participation. 

Furthermore, managers in the USA who exhibited high individualism displayed 

greater entrepreneurial ability as compared to Portuguese managers who exhibited low 

individualism (Morris et al., 1994).  They explained that to achieve improved 

performance, an appropriate match between the management practices (in this case 

transformational leadership) and the individualism dimension of the national culture is 

necessary.  In another study, Newman and Nollen (1996) found that high individualism 

among USA managers was associated with self-centred behaviour and resulted in 

improved performance.  The above studies indicate that there needs to be a suitable 

match between high individualism and high transformational leadership style to 

experience high performance.  For example, on one hand, department managers in a 

country with low power distance and high individualism (Australia) would be 
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significantly advantaged and happy working with a high transformational leader, since 

subordinates are empowered and are likely to make greater use of MAS information.  

On the other hand, if the senior manager fails to encourage subordinates’ participation, 

it is likely to create dissatisfaction among subordinates due to their lack of involvement 

in decision-making (Hofstede, 1983).  Explained differently, there needs to be a suitable 

match between leadership style and national culture to achieve high performance. 

The discussion in Section 6.3.2 stated that department managers in Australia and 

India significantly differed on national culture and independent variables used in the 

study, but no significant difference was found for the five dimensions of departmental 

performance.  This indicates mixed support in that culture had no bearing on the three-

way interaction.  However, for overall change in departmental revenue, a significant and 

positive three-way interaction indicates that department managers were able to adapt to 

the respective local conditions and were able to perform equally well. 

6.3.2.2 Indian sample 

No significant three-way interaction between the effects of transformational 

leadership, competition and MAS use on departmental performance in the dimensions 

of financial performance, overall change in departmental performance and departmental 

revenue were found.  However, the results were positive and in the expected direction.   

It was discussed in Section 2.6.1.2 that a general manager who scores low on 

transformational leadership is likely to grant department managers fairly limited 

decision-making responsibilities (Bass & Avolio, 1997; Burns, 1978).  In this case, low 

transformational leadership would need a match between a suitable level of national 

culture (i.e., power distance and individualism) affecting job satisfaction, organisational 

commitment and performance (Hofstede, 1980). 

Indian managers are considered to exhibit high power distance, low 

individualism and low transformational leadership style.  Cultures scoring high on 
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power distance tend to willingly accept the senior’s orders and tolerate their autocratic 

leadership style (in this study, low transformational leadership) (Hofstede, 1980).  

Furthermore, cultures low on individualism tends to focus on satisfying desires for the 

group’s welfare and dislike confronting seniors (Hofstede, 1980).  In such cultures, if 

the general manager practises a high transformational leadership style (i.e., granting 

increased decision-making responsibility), subordinates may not be able to handle the 

additional responsibility, as they tend to respect authority, accept inequality, and do not 

challenge decisions made by seniors.  Hofstede (1983) reported that high power 

distance and low individualism (such as in India) coexist within the same culture and 

reflect a desire for dependence and low autonomy, as it fulfils the psychological needs 

of the people to depend on others (Hofstede, 1983). 

There is sufficient research evidence that a match between high power distance 

and low transformational leadership is likely to result in high performance.  Morris and 

Pavett (1992) found a significant and positive relationship between authoritarian 

leadership styles and high performance in Mexico, characterised as a high power 

distance culture.  Similarly, Newman and Nollen (1996) found lower performance when 

senior managers in a high power distance country (Singapore) encouraged their 

subordinates’ participation.  This is because subordinates in a high power distance 

culture consider participation to be a sign of mistrust, disrespect for authority and 

incompetence of senior managers (Hofstede, 1980).  As such, past research supports the 

findings of the present study.  Moreover, research indicates that the low level of 

individualism of Singaporean managers was associated with group behaviour and also 

resulted in improved performance (Newman & Nollen, 1996).  This indicates that there 

needs to be a suitable match between low individualism and low transformational 

leadership style to experience high performance. 
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On one hand, department managers in a country with high power distance and 

low individualism (India) would be significantly advantaged and happy working for a 

low transformational leader, since it promotes hierarchy and employees do not express a 

great desire to get involved in the decision-making.  As a result, their use of MAS 

information could be somewhat limited.  On the other hand, if the general manager 

encourages extensive participation by subordinates, it is likely to raise suspicion.  In 

other words, there needs to be a match between leadership style and national culture to 

achieve high performance. 

The discussion in Section 6.3.2 stated that department managers in Australia and 

India significantly differed on national cultural as well as independent variables in the 

study, but no significant difference was found for departmental performance.  As far as 

the combined effect is concerned, only limited support was found in Australia for one of 

the dimensions of departmental performance, but no support was found in India. 

6.4 Evidence of face-to-face interviews in Australia and India 

As was discussed in Section 6.2.2, the first set of hypotheses found a three-way 

interaction between the effects of transformational leadership style, market competition 

and broad scope MAS information use on departmental performance, in the dimensions 

of financial performance, overall change in departmental performance as well as overall 

change in departmental revenue.  A further analysis found that department managers 

performed better working for high transformational leaders as compared to low 

transformational leaders under same level of competition and MAS use. 

The information gathered through face-to-face interviews with department 

managers in Australia and India supports the quantitative results revealed by multiple 

regression analysis.  Qualitative information revealed that all department managers were 

working under some kind of formalised departmental performance evaluation system 

and they were fully aware of their department’s goals.  While some hotel general 
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managers emphasised single financial based performance measures, there were other 

hotel general managers who emphasised multiple performance measures that were 

critical to their success.  With regard to the general manager’s transformational 

leadership style, while some department managers were empowered for ‘suggestion 

type of involvement’ (only required making tactical decisions), others were empowered 

for ‘high involvement’ (required to make tactical and strategic decisions).  Most 

department managers felt that their departments were affected by intense market 

competition, which they believed was on the rise.  However, another group of 

department managers felt that their departments were not affected by the competition 

due to their attractive location, established brand name and their superior products and 

services. 

It has been extensively discussed that the level of MAS information use depends 

upon the extent of department managers’ empowerment (whether it is mere suggestion 

or high involvement) and the complexity of decisions (i.e., low or high level of 

uncertainty caused by competition).  For example, if department managers were able to 

make their decisions effectively with limited internal financial information, then there 

would be no need for them to go looking for additional information from other sources.  

Indeed, this explanation supports the findings of this study and is consistent with past 

research suggesting that high transformational leaders are more successful in inspiring, 

motivating and empowering their subordinates than low transformational leaders, 

resulting in improved performance. 

The second set of hypotheses examined the effect of national culture on the 

performance model.  The information gathered through face-to-face interviews with 

hotel department managers in Australia and India showed clear differences in their 

power distance and individualism dimensions of national culture.  This is consistent 

with Hofstede’s (1980) theory of national culture and supports this study’s findings that 
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there were significant differences between the dimensions of national culture as well as 

transformational leadership, competition and MAS information use.  While on a one-to-

one basis, cultural differences were found, these differences seemed to have no effect on 

the three-way interaction between the effects of transformational leadership style, 

market competition and broad scope MAS information use on departmental 

performance in Australia and India.  Possibly, department managers in both countries 

were able to adjust and find a suitable match between their cultural values, 

transformational leadership style, competition and MAS use. 

However, it is worth noting that a significant three-way interaction was found 

relating to the overall change in departmental revenue for the Australian sample.  This 

emphasises that managers in low power distance and high individualism cultures have a 

greater desire for taking on additional responsibility.  Moreover, these departmental 

managers are inspired, intellectually stimulated and highly motivated.  In such cultures a 

match between high transformational leadership and high market competition 

encourages department managers to make high use of broad scope MAS information 

and adequately deal with complex decisions and experience long-term improvements, 

such as overall change in departmental revenue. 

6.5 Implications, limitations and future research directions 

6.5.1 Research implications 

The findings of this study have theoretical as well as managerial implications for 

researchers and senior managers in the hotel industry.  The examination of the 

combined and direct effects of transformational leadership style, market competition 

and MAS information use on departmental performance in the hotel industry is of a 

great importance.   
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6.5.1.1 Theoretical implications 

Three main theoretical implications arise from this study.  Firstly, while the 

effects of market competition, transformational leadership style and broad scope MAS 

information use on departmental performance have been examined on an individual 

basis in the past, the examination of the combined effects of the above independent 

variables on various dimensions of the dependent variables in this study makes a 

significant contribution to the body of literature.  Secondly, the effects of market 

competition, transformational leadership style and broad scope MAS information use on 

departmental performance (i.e., financial, non-financial and overall change in 

performance) in the hotel industry make a significant contribution to the hotel-specific 

literature.  Finally, the effect of national culture on the above relationships has provided 

empirical evidence of the cultural differences existing between Australia and India, and 

the use of two alternative research strategies has significantly contributed to the 

literature by enhancing our understanding of management phenomena.   

6.5.1.2 Managerial implications 

The findings of this study allow practising managers to concentrate on the major 

issues that are critical for improving the success of the business operation.  To start 

with, the direct effects of transformational leadership, broad scope MAS information 

use and market competition on departmental performance are worthy of mention.   

Firstly, it is evident from the present and past research that a senior manager’s 

high transformational leadership style and the department managers’ high use of broad 

scope MAS information results in high performance.  Research shows that general 

managers who practise a high transformational leadership style are able to effectively 

share the organisational vision and empower, as well as motivate their subordinates.  

This allows department managers to take on the ownership of decisions and results in 

improved departmental performance.  Therefore, hotel general managers themselves 
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ought to practise more of a transformational leadership style and also develop and 

encourage subordinates throughout the organisation to spread the culture of 

transformational leadership.  In four and five star hotels and resorts in particular, there is 

an increased need for empowered and motivated individuals due to the short production, 

delivery and consumption cycle as well as the intangible nature of their products and 

services (Sparrowe, 1994; Tracey & Hinkin, 1996).   

In addition, broad scope MAS information use results in improved departmental 

performance, as department managers are able to refer to a wide variety of information 

from different sources.  Moreover, they are able to consider several options which 

otherwise would have been ignored.  These findings are consistent with the findings of 

several researchers (Brander Brown, 1994; Brander Brown & Harris, 1997; Chong, 

1996; Gordon & Narayanan, 1984; Gul, 1991; Gul & Chia, 1994; Mia, 1993/1994; Mia 

& Patiar, 2001).  Therefore, senior hotel management must ensure that broad scope 

MAS information is readily available to their subordinate managers, who should be 

encouraged to make extensive use of it when making decisions.   

It was noted in this study that when department managers perceive their 

environment to be highly competitive, a high level of uncertainty is created and results 

in a declined performance.   This is because the unpredictability of market conditions 

and the outcomes of decisions hinder performance (Khandwalla, 1972; Chong & 

Rundus, 2004).  Hence, senior hotel management needs to have suitable strategies for 

professional development of their department managers, so that they become capable of 

converting threats into opportunities and become more proactive in dealing with the 

competitive environment.  

Secondly, to improve departmental performance, particularly under intense 

market competition hotel general managers need to practise a high transformational 

leadership style and also encourage their department managers to make high use of 
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broad scope MAS information.  It is evident from this study and the past literature that 

financial performance as well as overall change in departmental performance and 

revenue is the result of a combination of high transformational leadership, high 

competition and high broad scope MAS information use.  Hence, senior hotel managers 

ought to concentrate on improving their transformational leadership skills.  

Furthermore, the provision of broad scope MAS information for departmental 

managers’ use would ensure the effectiveness of various decisions being made. 

Thirdly, the effect of national culture on the performance model has implications 

not only for existing businesses in the two countries, but for new businesses that want to 

expand in countries with similar cultures.  Cultural differences are evident between 

department managers in Australia and India, while Australian managers are low on 

power distance and high on individualism Indian managers are high on power distance 

and low on individualism.  However, the differences in national cultural dimensions do 

not contribute to the combined effects of transformational leadership style, market 

competition and broad scope MAS information use on departmental performance.  

Regardless of department managers’ cultural background, they are able to adapt 

management practices and control systems. 

6.5.2 Limitations of the study 

A reasonable amount of support was found for the relationship between the 

effects of the general manager’s transformational leadership style, the department 

managers’ perceptions of the intensity of market competition and broad scope MAS 

information use on departmental performance in Australia and India.  Thus, readers are 

cautioned that the generalisability of the results to other cultures and other sectors of the 

hospitality industry should be viewed with caution due to the following five limitations 

of this study. 
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Firstly, the study was limited to four and five star hotels and resorts in Australia 

and India.  The inclusion of other similar cultures and hotels with lower ratings would 

have assisted in further verifying the present results.  Hence, the results cannot be 

generalised to lower star rating hotels and resorts, and tourism, leisure and hospitality 

businesses in countries other than Australia and India. 

Secondly, the small sample size of department managers, particularly in India, 

due to the small size of the four and five star hotel and resort industry, and the less than 

favourable response rate due to distance, precluded additional data analysis. 

Thirdly, the instrument used for measuring the intensity of market competition 

was adapted from an instrument developed for the manufacturing environment.  This 

instrument requires further testing and retesting to improve its validity and reliability. 

Fourthly, the data collected for this study reflected managers’ perceptions and 

not actual data. 

Fifthly, while the study used two approaches involving a self-administered 

postal survey and face-to-face interviews with selected department managers, the data 

was collected at a single point in time.  As substantial changes are taking place in the 

hotel industry in terms of internal and external environmental forces, the results may not 

indicate a true reflection of the outcomes. 

6.5.3 Future research directions 

Future research should expand on the present study’s limitations, making 

additional contributions to the hospitality literature as well as assisting practising 

managers in the hotel industry, and thereby enhancing the generalisability of the results. 

Firstly, since the results of the present study are limited to rooms and food and 

beverage department managers, the sample ought to be extended to other senior 

department managers in hotels and resorts, such as directors of sales and marketing, 

human resources, finance and engineering. 
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Secondly, the present study was conducted in only four and five star hotels and 

resorts.  Perhaps future studies ought to be replicated in other sectors of the hospitality 

industry (i.e., theme parks, entertainment venues and restaurants) and health industries 

to further strengthen the results of the study.  In addition, the inclusion of different 

industries would allow access to a broader understanding of the topic, if the findings of 

study were due to a specific industry’s nature. 

Thirdly, since the hotel industry is becoming truly global, additional cross-

cultural research is necessary to allow international comparisons to be made.  For 

example, the inclusion of other Asian, European and North and South American 

countries would offer intriguing results.  

Fourthly, future studies should incorporate additional independent and 

dependent variables into the model, so the overall performance of departments as well 

as the organisation as a whole can be improved.  For instance, the inclusion of 

independent variables (i.e., strategy types, organisational culture, managers’ 

personalities, human resources policies, total quality management and just–in-time 

strategies) and dependent variables (i.e., customer satisfaction, employees’ job 

satisfaction and organisational commitment, and objective measures of financial 

success) are somewhat important. 

Fifthly, due to rapid changes in the external environment, future research should 

incorporate the use of a longitudinal study to confine causality and the delayed effects 

of the three-way interaction on departmental performance.  It is anticipated that a 

longitudinal study will further improve our understanding of how market competition, 

transformational leadership style and MAS information use affects departmental 

performance, and make a significant contribution to the literature. 
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6.6 Conclusion 

This chapter has summarised the entire thesis including the major findings of the 

relationship between the effects of transformational leadership style, market competition 

and broad scope MAS information use on departmental performance (i.e., financial, 

non-financial and overall change in performance as well as revenue).  It also 

investigated the moderating effect of national culture on the above performance model.   

The results provided sufficient support for the theory that departmental 

performance increases when department managers perceive high intensity of market 

competition and make high use of broad scope MAS information working under a high 

transformational leader rather than a low transformational leader.  In other words, all 

other factors being equal, the significance of transformational leadership style can not 

be emphasised enough.  Furthermore, this study found that cultural differences exist 

between Australia and India, and supported Hofstede’s (1980) national culture theory, 

however culture did not have a moderating effect on the performance model and did not 

alter department managers’ ability to perform well.  

Qualitative data collected through face-to-face interviews with department 

managers assisted in substantiating and explaining the quantitative results obtained 

through the survey method.  Implications outlined in this chapter pointed out that the 

research makes a considerable contribution to the hospitality literature.  In addition, the 

practical application of the research findings will assist practising managers in 

improving their managerial skills and their operations as a whole.  The limitations 

identified in this research assisted in framing future research directions to further 

improve our understanding of the performance model in different cultures and to make a 

contribution both to the hospitality literature and to the broader management literature. 
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APPENDIX A 
GENERAL MANAGER LETTER 

 
 
 
 
 
Dear………, 
 
I am presently undertaking Ph.D. studies at Griffith University, and would sincerely 
appreciate if your two department managers representing food and beverage and rooms 
would assist me in collecting information for my thesis.  The research aims to examine 
the way department managers in Australian and Indian hotels perceive the intensity of 
market competition, view their general manager’s leadership style, and use management 
information systems in making decisions.  Findings of such a nature will assist 
managers to better grasp an organisation's critical success factors, and allow them in 
reforming management information systems accordingly.  
 
The questionnaire titled “Food and Beverage, and Rooms” is to be completed by 
respective managers.  I would be extremely grateful, if you could encourage them to 
complete the questionnaire, which should not take more than 30 minutes of their time 
and return to me within one week of receiving it. 
 
The identification number on the first page of the questionnaires is to assist in 
contacting those managers who have not responded and keep me from bothering those 
managers who have already returned it.  I assure you that all responses collected will 
remain STRICTLY CONFIDENTIAL.  Once the information is collected, it will be 
compiled and analysed in a way, which protects the anonymity of respondents.   
If you are interested in receiving a copy of the study's findings, please do not hesitate to 
contact us.  Furthermore, once this study is completed and you would like my 
supervisor, Dr. Mia and me to discuss the results of the research, we will be delighted to 
do so. 
 
Thank you for your kind assistance in supporting the research towards my Ph.D.  If you 
have any further queries, please do not hesitate to contact me. 
 
Yours sincerely 
 
 
 
 
 
 
Anoop Patiar MHCIMA, MBA Dr. Lokman Mia 
Lecturer in Hotel Management Professor of Accounting and Finance 
Ph. (07) 5594 8754 Ph. (07) 5594 8540 
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APPENDIX B 

DEPARTMENT MANAGER LETTER 
 
 
 
Dear …………., 
 
I am presently undertaking Ph.D. studies at Griffith University, and would sincerely 
appreciate if you would assist me in collecting information for my thesis.  The research 
aims to examine the way department managers in Australian and Indian hotels perceive 
market competition, their perception of general manager’s leadership style, and use of 
management information systems in making decisions.  Findings of such a nature will 
assist managers to better grasp an organisation's critical success factors, and allow them 
to reform management information systems accordingly. 
 
The questionnaire titled “FOOD and BEVERAGE” (attached) should take 
approximately 30 minutes of your time.  I would greatly appreciate if you could fill it in 
and return the completed questionnaire within one week using the enclosed reply paid 
envelope. 
 
The identification number on the first page of the questionnaire is to assist in contacting 
those managers who have not responded and keep me from bothering those managers 
who have already returned it.  I assure you that all responses collected will remain 
STRICTLY CONFIDENTIAL.  Once the information is collected, it will be compiled 
and analysed in a way, which protects the anonymity of respondents.   
 
If you are interested in receiving a copy of the study's findings, please indicate on the 
returned questionnaire, we will be happy to inform you the results.  Thank you for your 
kind support for the research towards my Ph.D.  If you have any further queries, please 
do not hesitate to contact me.  
 
Yours sincerely 
 
 
 
 
 
Anoop Patiar MHCIMA, MBA Dr. Lokman Mia 
Lecturer in Hotel Management Professor of Accounting and Finance 
Ph. (07) 5594 8754 Ph. (07) 5594 854 
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APPENDIX C 
SELF ADMINISTERED POSTAL SURVEY QUESTIONNAIRE 

DEPARTMENTAL PERFORMANCE 
 
(i). Please indicate the extent to which you believe your GM is satisfied with your 

department’s performance under the following performance indicators during the 
past two years.  For your response, please use the scale below. 
(1 = Not at all satisfied; 2 = slightly satisfied; 3 = somewhat satisfied; 4 = moderately 
satisfied; 5 = fairly satisfied; 6 = quite satisfied; 7 = Highly satisfied) 

 

Performance Indicator 
Not at 

all 
Satisfied

     Highly 
Satisfied

a. Achievement of target occupancy 1 2 3 4 5 6 7 
b. average spend on f&b 1 2 3 4 5 6 7 

c. Overall customers’ satisfaction 1 2 3 4 5 6 7 

d. Extent of repeat business 1 2 3 4 5 6 7 
e. Success of staff development plans 1 2 3 4 5 6 7 
f. Level of staff morale 1 2 3 4 5 6 7 
g. Meeting the operating budget 1 2 3 4 5 6 7 
h. Meeting the cost reduction plans 1 2 3 4 5 6 7 
 
(ii).  Please rank the following performance indicators in the order of importance you believe 

your GM attaches to evaluate your department’s performance.  (If you believe 
some indicators are of equal importance, please rank them the same).   

 
 Note: 1= Most important and 8 = Least important. 
 

Performance indicators Rank 
a. Achievement of target occupancy   
b. Achievement of average spend on f&b  
c. Overall customers’ satisfaction   
d. Extent of repeat business  
e. Success of staff development plans  
f. Level of staff morale  
g. Meeting the operating budget  
h. Meeting the cost reduction plans   

 
(iii).  Please indicate the overall performance of your department during the past two years 

using the scale below.  (1 = Significantly declined; 2 = notably declined; 3 = moderately 
declined; 4 = remained unchanged; 5 = moderately improved; 6 = notably improved; 7 
= Significantly improved) 

 
 Significantly 

Declined 
   Significantly 

Improved 
a. In the past two years, the overall 
performance of my division has  

1 2 3 4 5 6 7 

b. In the past two years, the overall 
amount of revenue generated by my 
division has  

1 2 3 4 5 6 7 
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INTENSITY OF MARKET COMPETITION 

 
Please circle the number that best represents your views related to the intensity of market 
competition faced by your department using the scale below.  
 
How difficult would you say it is for your 
department of compete on 

Not at all 
difficult 

   Very 
difficult 

1. The prices of competitors’ products and 
services. 

1 2 3 4 5 6 7 

2. The quality of competitors’ products and 
service (e.g. comfort, amenities, atmosphere and 
efficient service). 

1 2 3 4 5 6 7 

3. The marketing efforts of competitors (e.g. sales 
promotions, advertising and loyalty programs).   

1 2 3 4 5 6 7 

 
GENERAL MANAGER’S TRANSFORMATIONAL LEADERSHIP STYLE 

 
Please circle the number indicating the extent to which the following leadership behaviours 
represent your general manager.  For your responses, use the guide where: 1 = Not at all; 2 = 
once in a while; 3 = sometimes; 4 = fairly often; 5 = Frequently, if not always 
 

My General Manager Not 
at 
all 

  Frequently, 
if not 

always 

1. encourages pride for being associated with him/her 1 2 3 4 5 
2. talks about his/her most important values and beliefs 1 2 3 4 5 

3. talks positively about the future 1 2 3 4 5 
4. re-examines critical statements to query if they are 
appropriate  

1 2 3 4 5 

5. spends time teaching and coaching 1 2 3 4 5 
6. goes beyond self-interest for the good of the group  1 2 3 4 5 
7. specifies the importance of having a strong sense of 
purpose  

1 2 3 4 5 

8. talks enthusiastically about what needs to be 
accomplished 

1 2 3 4 5 

9. seeks differing view points, when solving problems  1 2 3 4 5 

10. treats others as individuals and not as a member of 
the group 

1 2 3 4 5 

11. acts in ways that build others’ respect 1 2 3 4 5 

12. considers the moral and ethical consequences of 
decisions 

1 2 3 4 5 

13. communicates a convincing vision for the future 1 2 3 4 5 
14. gets others to look at problems from different angles 1 2 3 4 5 
15. considers an individual to have different abilities and 
aspirations  

1 2 3 4 5 

16. emphasises the importance of a collective sense of 
mission 

1 2 3 4 5 

17. expresses confidence that goals will be achieved 1 2 3 4 5 
18. suggests new ways of attempting projects 1 2 3 4 5 
19. helps others to develop their strengths 1 2 3 4 5 
20. displays a sense of power and confidence 1 2 3 4 5 
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USE OF MANAGEMENT ACCOUNTING SYSTEMS INFORMATION 
 

Please circle the number that best describes your level of use of the following information for 
making decisions using the following guide for your responses (1 = Very low; 2 = somewhat 
low; 3 = low; 4 = average; 5 = somewhat high; 6 = high; 7 = Very high). 
 

When making decisions, my use of information related to 
the- 

Very 
low 

   Very 
high 

1.  Financial aspects of the operation (eg. sales, gross profit, 
material cost, labour cost) is 

1 2 3 4 5 6 7 

2. Non-financial aspects of the operation (eg. customer 
satisfaction and repeat business, employees’ morale, training 
effectiveness and breakage) is 

1 2 3 4 5 6 7 

3. Non-financial aspects of the market (eg. market size, 
market share, customers’ likes and dislikes) is 

1 2 3 4 5 6 7 

4. Future events (eg. sporting events, shift in market mix) is  1 2 3 4 5 6 7 

5. Likelihood of the future events taking place is 1 2 3 4 5 6 7 

6. Social changes (eg. Changes in customer preference and 
employee attitude) is 

1 2 3 4 5 6 7 

7. External environment (eg. economic condition, population 
growth, technological developments) is 

1 2 3 4 5 6 7 

 
 

PERSONAL WORK VALUES AND BELIEFS 
 
Please circle the number indicating the level of your disagreement or agreement with the 
following aspects of personal values and beliefs at work using the following guide for your 
responses where, 1 = Strongly disagree; 2 = disagree; 3 = neither disagree nor agree; 4= agree; 5 
= strongly agree. 
 
 

 Strongly 
Disagree 

   Strongly 
Agree 

POWER DISTANCE      

1. Staff members at this hotel are afraid to express their 
views with superiors. 

1 2 3 4 5 

2. My GM involves subordinates in all decisions he/she 
makes 

1 2 3 4 5 

3. I favour my GM to involve subordinates in all 
decisions.  

1 2 3 4 5 

INDIVIDUALISM 
     

4. My job leaves ample time for personal and family 
life. 

1 2 3 4 5 

5. My job allows ample freedom to adopt my approach. 1 2 3 4 5 

6. My job provides challenging work to achieve a sense 
of accomplishment. 

1 2 3 4 5 

7. My hotel provides ample personal development 
opportunity to update knowledge and skills. 

1 2 3 4 5 

8. My hotel provides good physical conditions. 1 2 3 4 5 

9. I am able to apply my full knowledge and skills to 
work at this hotel 

1 2 3 4 5 
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GENERAL BACKGROUND 
 
Finally, I would like to know a few details about you.  In this section please [√], delete against 
the best alternative or write your responses as appropriate. 
 

1. Which category best describes your age?   
 (a) Between 21–30 years   
 (b) Between 31–40 years   
 (c) Over 41 years   

2. Your highest educational qualification is   
 (a) School leaving certificate   
 (b) Hospitality diploma/degree   
 (c) Masters degree   
  

3. Are you? 
 (a) Male   
 (b) Female   

4. Your management experience in hotel is for 
 (a) Less than 1 year    
 (b) Between 1-3 years              
 (c) Between 4–6 years             
 (d) More than 6 years               

5. Would you like to receive a copy of the study’s findings? Yes / No 
 If yes, please provide your mailing address: __________________________________ 
  

6. Would you be interested in the follow-up interview at the later date?    Yes / No 
 
 
Please note that all responses will remain anonymous and confidential 
 
Once again, I would like to thank you for assisting me in this research.  I sincerely 
appreciate your time and effort devoted in completing the questionnaire.  Please 
return the completed questionnaire in the reply paid envelope. 
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APPENDIX D 

FACE-TO-FACE INTERVIEW QUESTIONS 
 
 
 
Name of the hotel:  
Manager’s job title:  
Date:   
 
 
 
1.0 Departmental performance 
 1.1 How are your department’s performance targets set? 
 1.2  How is your department’s performance evaluated? 
 1.3  Name performance indicators used in evaluating your department?  Indicate 

weighting allocated to each performance indicator. 
 
2.0  General Manager’s transformational leadership style 
 2.1  How would you describe the leadership style of your general manager? 
 2.2  Does your general manager change leadership style as the situation 

changes? 
 
3.0  National culture 
 3.1  Do you openly argue your decisions and views in a group or in one to one 

meeting with your general manager? 
 3.2  What do you think of having rigid policies and procedure? 
 3.3  To what extent is individualism promoted among you and your peers here? 
 
4.0  Market competition 
 4.1  What causes the rise in the intensity of market competition for your 

department? 
 4.2  On the scale of 1 to 7, what is the intensity of market competition for your 

department?  
 
5.0  Broad scope MAS information use 
 5.1  What internal /external information do you use for making decisions? 
 5.2  How such information is made available to you? 
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APPENDIX E 
MEAN, STANDARD DEVIATION AND INTER-CORRELATION FOR ALL MEASURES USED IN THE STUDY; N = 164 
 

Variables Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 12 13 

1. Competition 3.98 1.16 -             

2. Transformational leadership 3.72 0.68 -.04 -            

3. B. Scope MAS information 5.21 0.87 .08 .22** -           

4. Financial performance 5.30 1.12 -.18* .17* .20** -          

5. Capacity utilisation 5.11 1.05 -.20* .19* .19* .64** -         

6. Quality of Staff & customer relationship 5.08 0.88 -.19* .30** .22** .58** .53** -        

7. Overall change in performance  5.54 1.06 -.07 .22** .26** .50** .34** .42** -       

8. Overall change in revenue  5.37 1.15 -.16* .18* .11 .34** .27** .25** .61** -      

9. Culture - - .18* .20** .19* .03 -.03 .03 .11 -.10 -     

10. Gender - - -.08 -.10 -.08 -.02 -.06 .08 .11 .09 .02 -    

11. Age - - -.02 -.23** .02 .07 -.02 -.12 .02 -.01 .25** .04 -   

12. Qualification - - .04 -.10 .05 .03 .03 .03 -.07 .02 .26** -.13 -.07 -  

13. Experience - - .09 -.18* .09 -.15 -.14 -.17 -.16 -.11 .11 -.19 .25** .09 - 

* p < .05.  ** p < .01.  ** p < .00 
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APPENDIX F (i) 
SUMMARY DATA FOR HIERARCHICAL REGRESSION ANALYSIS FOR COMPETITION, TRANSFORMATIONAL 
LEADERSHIP STYLE AND MAS INFORMATION USE ON (a) FINANCIAL PERFORMANCE - AUSTRALIAN SAMPLE; N 
= 132. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 .36 .79  3.72 4.93  -4.49 15.65  
P – Competition β1 -.11 .08 -.12 .33 .77 .35 2.11 3.33 2.30 
T – Transformational β2 .14 .14 .09 .20 1.07 .13 2.44 4.21 1.54 
M – MAS information β3 .31 .12 .23** -.13 .83 -.09 1.42 2.91 1.06 
P x M β4    .02 .11 .12 -.32 .62 -2.24 
T x M β5    .10 .18 .47 -.32 .79 -1.54 
P x T β6    -.14 .12 -.67 -.63 .90 -2.99 
P x T x M β7       .09 .17 2.82 
           
R2  .078   0.92   .094   
Adjusted R2  .056   .049   .043   
F - value  3.61*   2.11*   1.85   
Adjusted R2 explained by 
interaction term 

    -.70%   -.60%   

* = p < .05. ** = p < .01. *** = p < .001. 
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APPENDIX F (ii) 
SUMMARY DATA FOR HIERARCHICAL REGRESSION ANALYSIS FOR COMPETITION, TRANSFORMATIONAL 
LEADERSHIP STYLE AND MAS INFORMATION USE ON (d) OVERALL CHANGE IN DEPARTMENTAL 
PERFORMANCE - AUSTRALIAN SAMPLE; N = 132. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 3.08 .76  9.16 4.81  .93 15.26  
P – Competition β1 -.04 .08 -.05 -.73 .75 .81 1.06 3.24 1.17 
T – Transformational β2 .30 .14 .19* -.78 1.04 .50 1.47 4.10 .94 
M – MAS information β3 .30 .11 .23** -.69 .81 -.53 .85 2.84 .65 
P x M β4    .09 .11 .65 -.25 .60 -1.75 
T x M β5    .17 .17 .79 -.26 .77 -1.25 
P x T β6    .05 .11 .24 -.44 .88 -2.12 
P x T x M β7       .09 .16 2.86 
           
R2  .104   .116   .118   
Adjusted R2  .083   .073   .068   
F - value  4.95**   2.73*   2.37*   
Adjusted R2 explained by 
interaction term 

    1.00%   -.50%   

* = p < .05. ** = p < .01. *** = p < .001. 
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APPENDIX G (i) 
SUMMARY DATA FOR HIERARCHICAL REGRESSION ANALYSIS FOR COMPETITION, TRANSFORMATIONAL 
LEADERSHIP STYLE AND MAS INFORMATION USE ON (a) FINANCIAL PERFORMANCE - INDIAN SAMPLE; N = 32. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 6.04 1.60  .71 10.01  -30.05 18.66  
P – Competition β1 -.60 .20 -.50* -.41 1.64 -.34 10.99 6.15 9.10  
T – Transformational β2 .44 .31 .23 1.85 2.57 .95 12.61 6.12 6.50* 
M – MAS information β3 -.04 .21 -.03 .88 1.46 .71 6.24 3.12 4.99* 
P x M β4    -.01 .24 .04 -2.09 1.11 -9.64 
T x M β5    -.25 .34 -1.08 -2.14 1.04 -9.34* 
P x T β6    -.03 .38 -.10 -3.89 2.04 -11.40 
P x T x M β7       .70 .37 12.90 
           
R2  .306   .324   .414   
Adjusted R2  .232   .162   .243   
F - value  4.12**   2.00   2.42*   
Adjusted R2 explained by 
interaction term     -7.00%   8.10%   

* = p < .05. ** = p < .01. *** = p < .001. 
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APPENDIX G (ii) 
SUMMARY DATA FOR HIERARCHICAL REGRESSION ANALYSIS FOR COMPETITION, TRANSFORMATIONAL 
LEADERSHIP STYLE AND MAS INFORMATION USE ON (d) OVERALL CHANGE IN DEPARTMENTAL 
PERFORMANCE - INDIAN SAMPLE; N = 32. 
 

Step 1 Step 2 Step 3 
Variable Coefficient

B SEB β B SEB β B SEB β 

Constant β0 5.36 1.47  -1.13 9.19  -26.24 17.40  
P – Competition β1 -.29 .18 -.29 .66 1.51 .67 9.97 5.74 10.09 
T – Transformational β2 .07 .29 .05 1.34 2.36 .85 10.13 5.71 6.39 
M – MAS information β3 .14 .19 .14 1.14 1.34 1.12 5.51 2.91 5.39 
P x M β4    -.11 .22 -.64 -1.81 1.04 -10.23 
T x M β5    -.17 .31 -.92 -1.72 .97 -9.18 
P x T β6    -.10 .33 -.36 -3.25 1.91 -11.64 
P x T x M β7       .57 .34 12.88 
           
R2  .127   .147   .237   
Adjusted R2  .033   -.057   .014   
F - value  1.36   .720   1.06   
Adjusted R2 explained by 
interaction term 

    -2.40%   4.30%   

* = p < .05. ** = p < .01. *** = p < .001.  
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APPENDIX G (iii) 
SUMMARY DATA FOR HIERARCHICAL REGRESSION ANALYSIS FOR COMPETITION, TRANSFORMATIONAL 
LEADERSHIP STYLE AND MAS INFORMATION USE ON (e) OVERALL CHANGE IN DEPARTMENTAL REVENUE - 
INDIAN SAMPLE; N = 164. 
 

Step 1 Step 2 Step 3 
Variable Coefficient 

B SEB β B SEB β B SEB β 

Constant β0 7.12 1.20  5.51 7.42  -6.30 14.58  
P – Competition β1 -.52 .15 .57 *** .45 1.22 .49 4.83 4.81 5.25 
T – Transformational β2 .15 .23 .10 -.10 1.91 -.06 4.04 4.79 2.73 
M – MAS information β3 -.04 .15 .04 .12 1.08 .13 2.18 2.43 2.29 
P x M β4    -.16 .18 -.94 -.96 .87 -5.78 
T x M β5    .09 .25 .53 -.63 .81 -3.64 
P x T β6    -.06 .28 -.21 -1.54 1.60 -5.91 
P x T x M β7       .27 .29 6.50 
           
R2  .329   .360   .383   
Adjusted R2  .259   .207   .203   
F - value  4.59 **   2.35   2.13   
Adjusted R2 explained by 
interaction term 

    -5.20%   -.40%   

* = p < .05. ** = p < .01. *** = p < .001. 
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APPENDIX H 
DEPARTMENT MANAGERS INTERVIEW DATA–AUSTRALIAN SAMPLE  
 

Hotel 1 Hotel 2 Hotel 3 Hotel 4 
Variables 

Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager 

Departmental 
performance 

*Performance 
targets 
consulted based 
on ROI, past 
performance & 
market 
condition. 
*BSC & 360° 
feedback. 
*50%financial 
& 50% non-
financial (staff 
& customer 
satisfaction).    

*Performance 
targets based on 
forecasted 
occupancy & 
overall strategic 
direction. 
*BSC & 360° 
feedback. 
*60% financial & 
40% non-financial 
(staff & customer 
satisfaction).    

*Performance 
targets are set by 
GM based on 
corporate targets. 
*BSC system, 
evaluated by GM.  
*50% financial & 
50% non-financial 
(staff & customer 
satisfaction & 
operational 
improvements). 
*Bonus linked to 
financial targets. 

*GM & financial 
controller set 
targets. 
* BSC system, 
evaluated by GM.  
* 60% financial & 
40% non-financial 
(staff & customer 
satisfaction & 
operational 
improvements). 
*Bonus linked to 
meeting financial 
targets. 

*GM & financial 
controller set 
performance 
targets. 
*Performance 
evaluation based 
on achieving 
OCC & ARR also 
focuses on 
keeping customer 
happy.  
*GM conducts 
annual reviews. 

*Revenue & costs 
are determined for 
me and I have no 
say. 
*Performance 
targets based on 
financial results. 
*GM conducts 
annual reviews.  
 

*Broad 
performance 
targets outlined 
by the vice 
president and then 
junior 
management as 
well as 
supervisory staff 
are involved in 
developing 
targets. 
*BSC is used & 
360° feedback. 
*50-60% financial 
& remaining non-
financial.  
Significant 
emphasis on 
mystery shoppers. 

*Performance 
targets based 
on forecasted 
occupancy & 
overall 
strategic 
direction. 
*BSC & 360° 
feedback. 
*60% 
financial & 
40% non-
financial (staff 
& customer 
satisfaction as 
well as 
mystery 
shoppers’ 
evaluation).    

Transformatio
nal leadership 
style 

*GM is highly 
visionary & 
encourages 
independence. 
*Closely 
monitors my 
performance, 
when he is 
satisfied then 
leaves me alone 
*There is casual 

*GM is highly 
visionary & 
encourages 
independence 
*Leaves me alone 
re: operational 
matters, strategic 
matters have to be 
dealt in with his 
consultation. 
*There is casual 

*There are six 
executives in the 
management team 
& we make joint 
decisions.   
*GM basically 
facilitates 
decisions.  

*I am responsible 
for coming up 
with new ideas, 
but I have to 
convince 
executive team as 
well as GM.  

*GM encourages 
to deal with 
operational 
matters & he 
focuses on 
strategic matters 
*Tends to be old 
fashioned & 
believes in 
constant presence 
of seniors 

*While my GM 
seeks my advice, 
he likes to get 
involved in 
almost every 
decision I make. 
For example, 
changing menus, 
developing prices 
and undertaking 
sales promotions.  

*GM is VP and 
looks after three 
hotels here.  
*Allows high 
empowerment. 
*There is casual 
relationship 
between VP and 
myself. 
*We have 
mentoring system 

*VP is very 
visionary & 
encourages us 
to be highly 
independent. 
*Mentoring 
system works 
well in 
grooming 
future 
promotions.  
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Hotel 1 Hotel 2 Hotel 3 Hotel 4 
Variables 

Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager 

relationship.  relationship.  managers. here. 

National 
culture 

*I am able to 
approach my 
GM & openly 
discuss my 
concerns. 
*Encouraged to 
be individual.  
*Rigid policies 
are critical for 
standardisation. 

*My GM supports 
open discuss on 
all kind of issues. 
*Encouraged to 
be individual.  
*Rigid policies 
are critical for 
control of costs 
and quality. 

*Able to openly 
discuss work 
matters with GM 
& members of the 
executive team. 
*Individualism is 
highly respected 
and encouraged. 

* I can freely 
discuss my 
concerns with 
GM & executive 
members.  
*Individualism is 
highly respected 
& encouraged in 
this hotel. 

*I am able to 
discuss concerns 
with GM frankly.  
*My views are 
rarely accepted. 
*Strict policies & 
procedures are 
necessary. 

*I am able to talk 
to my GM 
without any fear. 
* In terms of 
individualism, it 
is not really 
encouraged.  
*There are strict 
policies & 
procedures. 

*The relationship 
between VP and 
me is very open 
and free. 
*Extensively 
encouraged to be 
individual.  
*Rigid policies 
are not necessary 
in the high 
segment of hotel 
business. 

*I am able to 
discuss all 
sorts of 
concerns with 
my VP. 
*He 
encourages me 
to be 
individual.  
*In this kind 
of business 
managers and 
staff needs to 
be highly 
customer 
focused.. 

Market 
competition 

*Competition is 
fairly stiff, but 
for our hotels 
brand and 
location there 
are not many 
direct 
competitors. 
*Product 
competition is 
more prevalent 
than the price. 
*Ranked 
competition 4/7 

*Competition for 
my department 
varies e.g. room 
service & all day 
dining no 
competition but 
for fine dining 
very high 
competition.  
*Competition 
based on products 
& service quality.  
*Ranked 
competition 5/7 

*While the 
competition is 
high, our brand 
name & facilities 
attract customers.  
*Competition 
based on quality 
& brand image. 
*Ranked 
competition 5/7 

*Competition is 
very intense.  All 
sorts of F&B 
outlets in the 
surrounding area 
are threat & I take 
them seriously.  
*Ranked 
competition 6.5/7 

*Competition is 
very high. Over 
the recent years, 
there seems to be 
over build of 
hotels.  Price war 
is common 
practice over here. 
*Ranked 
competition 6.5/7 

*For F&B there is 
high competition.  
Customers are 
free to visit other 
restaurants.  We 
have opened a 
super market that 
is proving to be 
popular 
*Ranked 
competition 6/7 

*Although 
competition is 
intense, I am able 
to develop niche 
for this hotel. 
*During the week 
day product 
competition is 
more common 
and weekend the 
price competition. 
*Ranked 
competition 3.5/7 

*After 
refurbishing 
all our outlets 
I was able to 
put my prices 
up and 
experience 
increased level 
of business. 
*Competition 
is mainly 
based on 
product & 
service 
quality.  
*Ranked 
competition 
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Hotel 1 Hotel 2 Hotel 3 Hotel 4 
Variables 

Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager 

3/7 

Broad scope 
MAS 
information 

*Accounts 
department 
provides most 
financial 
information & 
marketing 
department 
provides 
information 
related to trends.  
*I gather 
competitors’ 
information.  

*Receive P&L 
Statements on 
weekly basis. 
*Marketing & 
front office 
provides trends & 
market mix 
information.   
*I visit other 
restaurants to see 
what they up to. 

*Information of 
market trends & 
benchmarking is 
available through 
our home page.   
*Operational 
information is 
assessed by 
reservation 
systems & for 
major projects 
market research 
company is used.  

*I am able to 
access detailed 
financial & non-
financial 
information from 
our corporate 
home page.   
*Financial 
analysis of 
revenue & costs 
are provided on 
weekly basis.  

*I can obtain 
OCC & financial 
reports from my 
PC.  
*Other managers 
in weekly meeting 
share other non-
financial 
information. 

*On weekly basis 
accounts 
department sends 
sales & costs 
reports. GM 
provides other 
relevant 
information in 
weekly meetings. 

*I am able to 
obtain most 
financial 
information from 
the management 
information 
system.  Also 
other information 
is shared by the 
executive 
members in the 
weekly meetings. 
*I accumulate 
competitors’ 
information 
through our 
Tourism Bureau 
and past history.  

*Receive P&L 
Statements on 
weekly basis. 
*Marketing & 
front office 
provides 
trends & 
market mix 
information.   
*I am member 
of F&B 
managers 
group in this 
city and we 
share 
information. 
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APPENDIX I 
DEPARTMENT MANAGERS INTERVIEW DATA-INDIAN SAMPLE  
 

Hotel 1 Hotel 2 Hotel 3 Hotel 4 
Variables 

Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager 

Departmental 
performance 

*GM sets 
financial targets. 
*GM conducts 
annual 
performance 
reviews. 
*Performance 
evaluation based 
on financial 
measures. 
 

*GM sets 
financial targets. 
*GM reviews 
annual 
performance. 
*Emphasis on 
financial 
performance 
measures. 
 

*GM sets 
performance 
targets in 
consultation 
using past years 
results. 
*GM evaluates 
performance. 
*80% financial 
performance and 
20% non-
financial 
performance 
(staff & customer 
satisfaction). 
 

*GM sets 
performance 
targets in 
consultation 
using past years 
budget. 
*GM evaluates 
performance  
*Meeting 
budgets is vital. 
Other aspects are 
reviewed but 
given little 
importance. 
 

* Performance 
targets arise from 
executive team. 
*Self & GM 
evaluate 
performance. 
*BSC is used. 
30% revenue; 
15% cost control; 
15% staff & 20% 
customer 
satisfaction; & 
20% internal 
process. 
*Tries to build 
slack into budget. 

* Performance 
targets arise from 
executive team. 
*GM & I 
conducts 
performance 
reviews. 
*BSC is used. 
30% revenue; 
20% cost control; 
15% staff & 20% 
customer 
satisfaction; & 
15% internal 
process. 
* Vastness of 
BSC makes 
nervous. 

*Head office sets 
performance 
targets. 
*Director ops & 
GM evaluates 
performance. 
*Main focus on 
achieving 
occupancy and 
ARR. 
Promotions are 
based on 
achieving 
financial results. 
 

*The head office 
sets performance 
targets. 
*Director ops & 
GM evaluates 
performance. 
*The main focus 
is on reducing 
costs and 
maintaining 
standards.  
 

Transformatio
nal leadership 
style 

*GM clearly 
directs me as to 
what I have to 
achieve. I am 
happy with his 
style. 
* Highly formal 
relationship.  

*GM clearly 
directs me as to 
what I have to 
achieve. Would 
like some 
freedom. 
*Highly formal 
relationship. 

*GM has a lot of 
faith in me and 
offers 
alternatives only 
when needed. 
*Empowerment 
is good means of 
self-
development. 

*GM displays a 
lot of trust in me 
& offers advice if 
needed. 
*GM gives me a 
lot of 
responsibility. 

*We have free 
exchange of 
views in the 
meetings & at the 
personal level. 
*GM tries to 
empower me.  

*I have ample 
opportunity to 
discuss issues 
with my GM, but 
his views are 
final. 
*Empowerment 
is a waste of time 
here. 

*My GM allows 
change, but likes 
to control it. 
*There seems to 
be is a lack of 
trust in what I do. 
*Believes in mgt 
by walking. 

*My GM always 
likes to interfere.  
*GM has lack of 
faith in my 
ability. 
*Believes in mgt 
by walking. 

National 
culture 

*I am reluctant to 
argue with my 
GM.  If there is 
any 
disagreement, I 

*I like to agree 
with my GM in 
meetings etc, so 
my promotion is 
endangered. 

*GM respects me 
for my ability to 
openly discuss 
work matters. 
*Individualism is 

*I freely 
exchange views 
with my GM. 
*Individualism is 
respected. 

*I have open 
discussions with 
GM, but I have to 
respect him for 
his position.  

*Do not feel easy 
in disagreeing 
with my GM. 
*Individualism at 
my level is 

*I am able to 
discuss with my 
GM, however at 
times he is 
restricted by his 

*I am able to talk 
to my GM 
without fear but 
at times the HO 
questions his 



270 

 

Hotel 1 Hotel 2 Hotel 3 Hotel 4 
Variables 

Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager Rm Manager FB Manager 

need to deal 
tactfully. 
*Encouraged to 
be individual.  
*Rigid policies 
are critical. 

*I am 
encouraged to be 
individualist 
*Rigid policies 
are important. 

promoted here 
*Lower down the 
organisation 
structure, policies 
are essential. 

*Lower down the 
organisation 
structure, rigid 
policies are 
essential for 
controlling. 

*Individualism is 
encouraged. 
*Policies must be 
respected and not 
altered. 

encouraged but 
not further down. 
*Without strict 
policies, the 
control is 
difficult. 

bosses.  
*Individualism is 
fully encouraged. 
*Policies have to 
be followed 

decisions.  
*There is lack 
recognition for 
individualism. 
*Policies are 
necessary. 

Market 
competition 

*Competition is 
increasing & 
impacting the 
business.  
Occupancy & 
ARR are way 
down  
*Ranked 
competition 6/7 

*While the 
competition is 
rising, our 
domestic market 
is keeping 
restaurants busy. 
*Ranked 
competition 4/7 

*While the 
competition is 
high, our location 
& facilities 
attract customers. 
*Ranked 
competition 5.5/7 

*Competition is 
becoming intense 
& in that we 
having to update 
our products 
more frequently.  
*Ranked 
competition 6/7 

*Competition is 
very intense & it 
is driving the 
ARR down. 
Discounting has 
become very 
important to 
survive. 
*Competition 7/7 

*Competition is 
rising & 
improving. We 
have to focus on 
improvements to 
encourage guest 
loyalty. 
*Competition 5/7 

*Competition is 
mainly short-
term (terrorist 
activities).   
*Ranked 
competition 5.5/7 

*Competition is 
on the rise & 
customers are 
demanding 
unique products.  
We have to 
supply to keep 
our market share.  
*Ranked 
competition 6/7 

Broad scope 
MAS 
information 

*Most financial 
reports related to 
OCC & ARR are 
obtained from 
my PC.  
*Market 
information is 
shared by 
managers in the 
weekly meetings. 
*Emphasis on 
information from 
internal sources. 

*Weekly reports 
are available 
from F&B 
control 
department.  
*On regular basis 
I visit other 
outlets to assess 
the market. 
*Little emphasis 
on externally 
generated 
information.  

*I can access 
financial reports 
from my PC.  
*Marketing 
department 
prepares regular 
reports on 
customer & 
trends.  
*We engage 
market research 
Cos. to 
investigate 
change in 
marketing 
strategy, launch 
of new products. 

*I receive 
financial reports 
on daily & 
weekly basis.   
* Information 
concerning 
customers & the 
environment is 
prepared and 
shared by the 
marketing dept.  

*I generate 
various statistical 
reports & gather 
competitors’ info 
by net working. 
*I would like to 
see more external 
information at 
macro level to 
assist me in 
making complex 
decisions. 

*I have access to 
revenue & cost 
figs on daily & 
weekly basis.  
*I feel that the 
information 
supplied by 
accounts & room 
department is 
adequate for my 
job. 

*I am able to can 
draw on financial 
reports from my 
PC & find it to be 
sufficient in 
performing my 
job adequately. 
*Other 
information 
related to the 
market is shared 
in weekly 
executive 
meeting.  

*On weekly basis 
accounts dept 
financial reports 
& I am happy 
with such 
information. 
*Other relevant 
information is 
shared in weekly 
executive 
meeting. 
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