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Over the last fifty years, tourism has become firmly established as a 
development option around the world. Commensurate with this, the 
study of tourism’s developmental role has also expanded significantly. 
There now exists a broad understanding of the policies and processes, 
opportunities and challenges that apply to tourism’s potential 
contributions to development. As the tourism environment now faces 
numerous challenges and transformations, it is timely to reflect on 
contemporary understandings of the relationship between tourism and 
development and to consider future directions. As a contribution to a 
knowledge and understanding of tourism development, this book:

• Comprises reflective essays written by internationally-ranked 
scholars and tourism consultants with extensive experience, 
particularly in developing countries.

• Considers extant themes, issues and challenges related to tourism 
and development.

• Offers a critical and contemporary perspective on the significance 
of tourism and its role in development.

This thought-provoking volume challenges the orthodoxy of tourism 
and development, highlights past and current events and considers 
longer term repercussions and developments. It will be a relevant and 
enduring resource for academics and undergraduate and postgraduate 
students in tourism.
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Foreword

It is my great pleasure and privilege to write a foreword to this book. The idea for the book was 
first proposed by Peter Dieke. Originally it was intended as a platform for the many University of  
Strathclyde (The Scottish Hotel School) graduates who had developed both careers and reputations 
in tourism academia and practice. Its focus was to be on the role and potential of  tourism as a devel-
opment option in the developing world. After many discussions which greatly benefitted from Brian 
King and Richard Sharpley joining the editorial team, the scope of  the book was enlarged. We agreed 
to retain the focus of  the book on the developing countries but to invite as potential contributors 
many of  the outstanding academics in the field, together with experienced consultant/practitioners 
with whom we had worked. We were overwhelmed by the favourable response to our invitation. The 
potential and actual contributions offered not only a depth of  experiential learning and academic 
standing but also of  global experience. The contributors were told that we were not preparing a text-
book but were asked to write a reflective and critical essay on the subject of  their choice, to offer 
insights arising from their experiences into the central question of  the book; How could tourism 
contribute to development in the developing countries?

My input to the book was very limited! It was the outstanding editorial team which guided the 
book from concept to conclusion. We all gratefully acknowledge the guidance of  Richard Sharpley 
in formatting the contributions to provide a systematic structure to the book, and he was our contact 
with CABI, to which we are grateful for its support and help.

With such an ambitious goal, we are aware that there are many gaps in our coverage of  the 
topic. However, there is enough in the book to, hopefully, further encourage scholarship into the 
challenging and dynamic tourism and development nexus.

To you all, my sincere thanks.
Kit Jenkins
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Introduction

Human resources are a leading challenge for 
hotel executives in their pursuit of  operational 
effectiveness (Enz, 2001, 2009) and are a long-
established topic of  investigation among tourism 
and hospitality scholars (Guerrier and Deery, 
1998; Baum, 2007, 2015; Baum and Szivas, 
2008). In particular, it has been observed that 
labour shortages are the most intractable chal-
lenge for hotels in almost all of  the world’s re-
gions (Wang, 2009), with about 90% of  the 
hospitality industry commonly experiencing 
under-staffing (Poulston, 2008). Such ongo-
ing human capital problems may arise from the 
widespread deployment of  young, female and 
unskilled/semi-skilled staff  that characterizes 
the tourism and hospitality sector and which 
presents particular challenges for managing the 
workforce (Kusluvan et al., 2010).

With the World Travel and Tourism Council 
asserting that tourism accounts for some 10% 
of  employment globally (WTTC, 2019), it is 
unsurprising that human resource concerns 
loom large in developing countries as they seek 
to make the leap towards developed status. The 

challenges are diverse, because there is a glob-
al hunt for talent to lead the sector at the most 
senior levels, including among prominent trans-
national hotel companies. At the same time, 
the many developing countries with growing 
youthful populations need to find work for both 
the low-skilled and also for those seeking rapid 
upward social mobility. Such complexity places 
considerable pressure on political and industry 
leaders to strike an appropriate balance between 
attracting top talent, while ensuring sufficient 
opportunities for an existing and potential local 
labour force.

Indonesia is a notable example of  a coun-
try that is confronting such challenges. Located 
in South-east Asia, with a population of  some 
264 million (2017 figures) and host to the 
world’s largest number of  Muslim residents, 
Indonesia is a test case for the potential of  tour-
ism to support national development. The rapid 
construction and opening of  hotels across the 
country has been driving demand for qualified 
human resources to fill vacancies, thereby en-
hancing the importance of  acquiring qualifica-
tions and experience for the workforce. Negara 
(2014) has noted that Indonesia’s aspiration to 
be innovation-driven underscores the urgency 
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of  producing highly educated and well-trained 
human resources. Indonesia will undoubtedly 
need additional investment in human resourc-
es if  it is to maintain future economic growth 
prospects and to extend social welfare. In the 
face of  rapid industry expansion, particularly 
across Asia, hoteliers in particular will need to 
deploy all available resources in preparing for an 
increasingly global market. However, although 
studies on human capital issues and concerns 
in the hotel industry have been undertaken in 
various countries (Enz, 2001, 2009; Watson 
et al., 2002; Qiu Zhang and Wu, 2004; Duncan, 
2005; Poulston, 2008; Yang and Cherry, 2008; 
Jauhari, 2012a; Bharwani and Butt, 2012), few 
researchers have investigated the challenges in 
the context of  Indonesia and how these may be 
addressed. Context is important because, as not-
ed by Davidson et al. (2011), any assessment of  
hospitality human resource trends should con-
sider the local circumstances which influence 
various people management issues, notably con-
cerning cultural aspects.

If  the Indonesian hotel industry is to re-
spond effectively, this will involve acknowledg-
ing current and potential challenges. Debrah 
and Budhwar (2004) observed that the devel-
opment of  any human resources management 
(HRM) system should consider the regional and/
or country context, while similarly, Enz (2009, 
p. 197) commented that different regions in the 
world pose ‘different management challenges’. 
The present chapter contends that explora-
tions of  human capital challenges in hospital-
ity should consider such contexts. In the case 
of  Indonesia, the hotel industry will need to 
strengthen workforce qualifications if  it is to ad-
dress the growing competition for labour.

It is acknowledged here that hospitality 
labour-related issues are nothing new and HRM 
hospitality roles have evolved over recent dec-
ades (Ubeda-Garcia et  al., 2013). Nevertheless, 
the limited research on current and future hu-
man capital issues and challenges in Indonesia 
in particular suggests the need for more thor-
ough investigation. On this basis, this chapter 
will investigate the current and future human 
capital issues and challenges that confront hotel 
managers in that country. By identifying areas 
of  concern and providing a future platform, the 
empirical human capital-focused research dis-
cussed below offers the prospect of  raising the 

awareness and enhancing the future-oriented 
knowledge of  hotel operators, academics and 
government bodies. Before proceeding, however, 
it is appropriate to provide a brief  review of  hu-
man capital issues in the hotel sector both gener-
ally and in Indonesia.

Human Capital

Lado and Wilson (1994, p. 705) have defined 
human capital as the ‘set of  knowledge, skills, 
and abilities that are embedded in the firm’s 
human resources’. Meanwhile, Hyun (2010) 
describes the same concept as the ‘productive 
capacity of  the people’. Hyun (2010) has also 
further described human capital as the skills and 
abilities of  the workforce which can be mastered 
through education and can transform materi-
als and capital into goods and services. On this 
basis, human capital is central to the image and 
reputation of  an organization, particularly in 
the case of  service industries such as hospitality.

Tourism remains a labour-intensive sector 
(Baum, 2010) and concerns about human capi-
tal are high on the list of  problems identified by 
hospitality operators (Enz, 2001). Respondents 
in Enz’s (2001) survey of  hospitality managers 
revealed a reluctance to invest in human re-
sources because they would be unable to benefit 
from their investment as a result of  rapid labour 
turnover and the prospect of  imminent depar-
tures. This pattern sometimes prompts hotel 
managers to underestimate worker capabilities 
and to withhold potential training and develop-
ment opportunities. Solnet and Hood (2008) en-
dorsed such views by highlighting that even the 
most enlightened hospitality training provision 
may be rendered useless when employees opt for 
job offers elsewhere.

The prevalence of  labour shortages in 
hospitality, compounded by the difficulty of  at-
tracting new recruits, has been noted by many 
tourism and hospitality researchers (Enz, 2001, 
2009; Duncan, 2005 Yang and Cherry, 2008; 
Poulston, 2008; Bharwani and Butt, 2012; 
Jauhari, 2012a). In many settings, an increase 
in the number of  hotel properties has not been 
accompanied by an equivalent number of  ad-
ditional human resources, leading ultimately to 
labour shortages. Notably, although they are a 
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prime target for the hotel sector, young people 
often opt to work in other industries which are 
perceived as providing better remuneration and/
or allowances (Qiu Zhang and Wu, 2004). Thus, 
human resource professionals face the challenge 
of  considering the perspectives of  both current 
and prospective employees and of  the com-
pany. The former are deemed a crucial source 
of  competitive business advantage (Ulrich and 
Brockbank, 2009).

Human capital issues and concerns in the 
hotel industry

As has already been noted, human resources are 
a significant challenge for hotel managers and 
hospitality professionals (Enz, 2009), a chal-
lenge that is exacerbated by the dynamism of  the 
business environment, including the workforce. 
Hospitality establishments are confronting a di-
verse proliferation of  competitors, all pursuing 
the same group of  potential talent (Chen and 
Choi, 2008). Such conditions, along with pre-
vailing economic, political, socio-cultural and 
technological changes, have impacted on em-
ployment patterns in the sector (Baum, 2015), 
while Jauhari, 2012b has noted that changing 
socio-economic contexts are compounding the 
complexities for industry leaders. In the face of  
such business turbulence, Jauhari (2012b) has 
urged hospitality organizations to be more pro-
active when addressing emerging challenges. 
There is global development of  the hospitality 
industry, with certain regions growing at an ac-
celerating rate (Jayawardena et  al., 2013). In 
particular, the increasing supply of  hotel rooms 
is placing pressure on the demand for labour 
while, simultaneously, the needs, wants and 
expectations of  customers, employees and com-
panies are also changing (Jayawardena et  al., 
2013). There is a pressing need to engage in reg-
ular updating of  salient industry issues and con-
cerns to ensure that companies are adequately 
prepared for change.

Numerous studies have examined people 
management-related issues and concerns in 
various settings such as the USA, Canada, New 
Zealand, Taiwan and China (Enz, 2001, 2009; 
Watson et al., 2002; Qiu Zhang and Wu, 2004; 
Duncan, 2005; Poulston, 2008; Yang and 

Cherry, 2008; Jauhari, 2012a; Bharwani and 
Butt, 2012). These studies have highlighted the 
urgent need for executives to take full account 
of  human capital concerns. In reviewing the 
relevant extant literature, the authors of  this 
chapter have identified 11 papers that focus ex-
plicitly on human resource issues and concerns 
in different world regions. The various sources 
are summarized in Table 9.1.

As is evident in Table  9.1, hotel indus-
try organizations across the world confront 
similar human resource issues and challenges. 
However, the handling of  such issues will be 
influenced by the specific socio-economic back-
grounds of  companies and regions/countries 
(Baum, 1993). The research discussed in this 
chapter provides a broad perspective that draws 
upon the views of  human resource practitioners 
and industry leaders in anticipating upcoming 
challenges for Indonesia’s hotel industry.

Human capital in Indonesia’s hotel 
industry

International tourism flows to Indonesia have 
been expanding rapidly, with most visitors ema-
nating from short- and medium-haul sources 
such as Singapore, Malaysia, Australia, China 
and Japan (OECD, 2014b). Domestic travellers 
are also contributing to tourism growth. With 
its thousands of  islands and relatively uncon-
strained by space-related concerns, Indonesia 
offers undoubted potential for substantial tour-
ism development. Regrettably, however, the 
destination is unlikely to be effective when com-
peting globally unless human capital deficien-
cies are remedied promptly (Widodo, 2016a); 
in 2015, a ranking of  human resources in tour-
ism placed Indonesia in fifth place among the 
ASEAN countries after Singapore, Thailand, 
Malaysia and Philippines (Widodo, 2016b). 
According to Ahman Sya, Indonesia’s Deputy 
Head of  Institutional Development of  Tourism 
and as cited by Widodo (2016a), tourism hu-
man resources in Indonesia are still lagging in 
three aspects, namely, (i) mastery of  foreign lan-
guages, especially English; (ii) information tech-
nology (IT); and (iii) managerial skills. These 
are viewed as the main problems producing low 
competitiveness within the ASEAN region.
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Following the establishment of  the 
ASEAN Economic Community (AEC) which 
brings the prospect of  a flow of  ASEAN work-
ers migrating freely to Indonesia, it is antici-
pated that tourism and hospitality employees 

in Indonesia will struggle to compete. On the 
positive side, there is optimism that tourism 
has the capacity to compete with other sec-
tors, such as gas and oil, in Indonesia’s econ-
omy because the tourism sector is ‘pro-job’, 

Table 9.1.  Human resource issues and challenges in the hospitality industry.

Author (s) Region Sample Issues and challenges

Enz (2001) USA and Europe Senior managers Attracting talented people, lack of 
strong employees' skills, the need for 
more training, labour shortages due 
to low unemployment rates, raising 
compensation and employee morale, 
professionalism and career opportunities 
for managers

Watson et al. (2002) Across 32 
countries

HR directors and 
managers

Service quality, training and development, 
staff recruitment and selection

Qiu Zhang and Wu 
(2004)

China Hotel managers, 
travel managers, 
and academics

Employee retention, human resource 
shortages, shortages of qualified 
managers and the expectations gap 
between education and industry

Duncan (2005) Australia, UK, 
USA, Canada, NZ, 
Europe, Ireland 
(worldwide)

Hospitality and 
hotel association 
websites around 
the world

Increase in minimum wages, increasing 
flexibility of working hours, and increasing 
reliance on overseas workers

Poulston (2008) Auckland Staff, supervisors 
and managers

Under-staffing and high staff turnover, 
poor training, employee theft and sexual 
harassment

Yang and Cherry 
(2008)

Taiwan Hotel managers Shortage of employees, training & 
development internship employment, 
employee turnover, outsourcing, flexible/
casual employment, downsizing, the 
new labour retirement pension system, 
employment alternatives, workforce 
diversity

Enz (2009) 60 countries 
within six different 
world regions

Hotel executive 
and managers

Attraction, retention, training and morale 
of employees

Bharwani and Butt 
(2012)

India Hospitality 
practitioners, 
roundtable of 
experts

Attraction and retention, training 
and development issues, employee 
engagement, work-life balance and 
growth opportunities and career 
progression

Jauhari (2012b) India Hospitality 
professionals

Skilled manpower shortage, rising labour 
costs, high attrition (higher training costs), 
managing millennials

Adler and Rigg 
(2012)

Jamaica Expatriate hotel 
GM

Punctuality, educational levels, 
productivity, and low skill levels

Jayawardena et al. 
(2013)

Canada Industry leaders 
and hospitality 
educators

Recruitment, training and retention of 
employees, seasonality
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‘pro-growth’ and ‘pro-poor’ (Widodo, 2016a). 
Accordingly, collaboration among all stake-
holders (organizations, government, and 
education providers) in the tourism and 
hospitality industry will be necessary to im-
prove the quality and performance of  the 
Indonesian workforce. Meanwhile, there is 
an urgent need to standardize the education 
and training system with a view to develop-
ing skilled labour for the hotel industry. Key 
issues include English language proficiency, 
managerial skills, technology literacy, and 
general business skills (ILO, 2009). Following 
acknowledgment by the government of  
Indonesia of  the need to enhance such skills, 
there has been a recent emphasis on voca-
tional education and training with a view to 
strengthening the job opportunities for youth 
who dominate Indonesia’s labour market.

With about 50% of  Indonesia’s population 
being aged under 30, the country is not short of  
human resources (Indonesia-Investments, 2016). 
Unfortunately, however, the volume is also re-
sponsible for various labour-related issues. These 
include: low education levels, unskilled workers 
and poorly remunerated occupations. According 
to a survey on Indonesia by the UNWTO (ILO, 
2009), the main factor in reducing the competi-
tiveness of  Indonesian tourism is the shortage of  
a skilled workforce as a result of  poor wages, un-
favourable working environments, and low barri-
ers to joining the industry. The OECD (2014a) also 
highlighted improving job quality and productiv-
ity as major challenges for emerging countries, 
including Indonesia. It is evident that education 
and skills are deemed as essential for enhancing 
employment outcomes and improving the quali-
fications among the workforce.

The prevalence of  low wages relative to 
other sectors is a major cause of  the shortage 
of  qualified labour in the tourism and hotel in-
dustry in Indonesia (ILO, 2009). Hotel estab-
lishments typically offer their employees only 
the basic monthly salary which equates to the 
minimum wage regionally. Regional minimum 
wages are commonly determined by provincial 
governments and range from IDR 1.100.000 to 
IDR 3.100.000 or USD 83–232 as of  February 
2016 (National Wages and Productivity 
Commission, 2016). Hotel employee allowanc-
es in Indonesia consist of  three main elements 
– basic salary, service charge and tips (Swan, 

2015). The applicable basic salary and service 
charge vary by company, depending on the na-
ture of  the role and prevailing policies enacted 
by management. The service charge may itself  
exceed the basic salary for employees and var-
ies according to hotel occupancy rates. This 
means that employees who are working in ho-
tels with higher occupancy rates will receive a 
higher service charge. Many Indonesian hotel 
services are inclusive of  21% tax, of  which 
10% is deemed as government tax and the 
other 11% is a service charge. In light of  the 
distinct features of  the industry in Indonesia 
that have been noted in the previous section, 
human resource executives are expected to 
recruit and retain their workforce by design-
ing and formulating effective human resource 
planning and development.

The Research: Challenges in 
Indonesia’s Hotel Industry

Methodology

In order to investigate the issues and chal-
lenges confronting Indonesia’s hotel industry, a 
qualitative research method was used based on 
semi-structured in-depth interviews with ho-
tel practitioners. As was mentioned previously, 
context is important in the Indonesian context. 
Chadwick et  al. (1984) have noted that quali-
tative research has the benefit of  involving the 
researcher in observing behaviour in a ‘natural 
setting’, thereby acquiring greater in-depth un-
derstanding of  the research subjects with greater 
flexibility. Using such an approach suits the pur-
poses of  the present investigation by ensuring that 
richer explanations and descriptions enhance the 
meanings attributable to information and state-
ments. In this case, the observations relate to hu-
man capital issues in hospitality. Semi-structured 
interviewing has been selected because it is ‘fluid 
in nature and follows the thinking processes of  the 
interviewee’ (Jennings, 2001). Interviews were 
deemed to be an appropriate method for in-depth 
explorations because each interview is a dynamic 
process between the interviewer and interviewee 
which allows particular issues or problems to un-
fold (Brotherton, 2015).
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Data collection

Indonesia’s reputation as a tourism destination 
depends predominantly on Bali. Java has a second-
ary influence, with its scenic diversity and historic 
monuments (Nuryanti, 2001). Indonesia has a 
population of  approximately 253.6 million, of  
whom about 60% live on Java and Bali (Thadani 
et  al., 2015). The Javanese cities of  Jakarta and 
Surabaya have been recognized by many hotel 
chains as prospective locations for expansion be-
yond Bali (ILO, 2009). The islands of  Java and Bali 
were selected as interview settings for the present 
investigation owing to their established business 
and dynamic hotel growth.

For comparative purposes, most Surabaya 
hotels focus on business travellers, whereas their 
Bali counterparts are more leisure and resort-
based tourism–oriented. The characteristics of  
hospitality employees in the two regions differ be-
cause of  prevailing geographic and socio-cultural 
backgrounds. Located in eastern Java, Surabaya 
is frequented predominantly by Javanese people, 
with most being Muslim; in contrast the people of  
Bali are predominantly Hindu.

Although there is no particular rule about 
sample size in qualitative research, Kuzel (1992) 
has suggested that a sample of  12–20 participants 
may be appropriate when it is necessary to obtain 
more extensive information and insights into the 
research topic. For the purposes of  this study, 20 
participants were randomly selected by sending 
an invitation through emails and telephone calls 
to the general managers and/or human resource 
executives/managers of  upscale hotels (four- and 
five-star) in Bali and Surabaya, inviting them to 
participate voluntarily in the study. The list of  
hotels in Bali and Surabaya was identified from 
Tripadvisor. Of  34 hotels contacted, 20 accepted 
to be interviewed over a three-month period in 
September–December 2010. All participants were 
Indonesian citizens, with six being from local 
(chain) hotels and 14 from international (chain) 
hotels. The respondent profile is presented in 
Table 9.2.

Data analysis

The researchers deployed a content analysis ap-
proach. This is a scientific tool that has been 
defined by Krippendorff  (2013) as ‘a research 

technique for making replicable and valid infer-
ences from text (or other meaningful matter) to 
the contexts of  their use’, and is a method that has 
gained in popularity over recent years (Stringam 
and Gerdes, 2010). Research using content analy-
sis examines texts by identifying and calculating a 
particular theme (Lu and Zhu, 2006) and focus-
ing on language as communication with an em-
phasis on the content and contextual meaning of  
the text (Tesch, 1990).

Transcriptions were conducted in Indonesian 
in order to maintain the original meaning of  each 
conversation with respondents, while the catego-
rization and summarizing of  interviews was in 
English. Field notes were used to transcribe other 
important information gathered during inter-
viewing such as respondent genders, age, educa-
tional levels, employer name and work experience. 
Since the analysis of  research content and the 
formulation of  connections among themes relied 
on the researchers themselves and were not me-
diated via a computer software program, the re-
searchers proceeded to organize and examine the 
qualitative data manually. Microsoft Word 2010 
was used to generate codes, categories and themes 
for the purposes of  further analysis. Applying 
manual analysis enabled the researchers to ex-
amine the data at close quarters and to conduct a 
rigorous identification of  emerging themes across 
the transcripts. The terms ‘issue’ and ‘challenge’ 
are presented as a collective and are used inter-
changeably throughout the chapter. According 
to Miles and Huberman (1994), there are three 
elements of  analysis, namely: data reduction, data 
display, and conclusion drawing/verification, and 
these were adopted for the purposes of  analysing 
the qualitative data.

Results

The following human capital issues and chal-
lenge themes emerged from the interview data: 
(i) recruitment; (ii) strong competition; (iii) 
employee issues; (iv) retention; (v) government 
regulations; and (vi) local community.

Recruitment

Respondents in both Bali and Surabaya admitted 
that the challenge of  recruiting potential talent 
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has intensified because of  competition between 
hotels. Consequently, hotel companies compete 
to offer better salaries and benefit packages that 
will attract talented employees who have relevant 
qualifications. On the other side, the increasing 
room supply is making a fall in occupancy inevita-
ble. It is unsurprising that Indonesian hospitality 
leaders are confronting a recruitment problem.

A talent war among hotels is viewed as una-
voidable and hijacking potential staff  by offering 
them higher salaries and positions seems to offer 
a quick way to attract and recruit talented staff. 
This creates a particular dilemma for hotels that 
can only offer a standard- or low-salary package 
as they will be unable to recruit competent staff  
or managers due to budgetary constraints. This 
was observed by two respondents, as follows:

Hotels are facing dilemma, if  they want to offer 
lower package, they will have a problematic in 
quality. (Sub7)

The challenge is talent acquisition, to find people 
who fit with company expectation. (Bal4)

Strong competition

Several Surabaya respondents mentioned that 
the significant growth of  hotel construction 
has intensified competition among hotels by 
producing an imbalance between supply and 
demand. The supply of  hotel rooms is viewed 
as excessive and has led to strong demand for 
labour. However, there are insufficient quali-
fied employees in the Indonesian labour market 

Table 9.2.  Respondent profile.

Code Position
Type of 
hotel Gender Age range

Current working 
experience
(year/s)

Hotel working 
experience
(year/s)

SURABAYA

Sub1 HR Manager 5* Male 37–51 2 19

Sub2 Director of HR 5* Male 37–51 4 23

Sub3 General Manager 4* Male >51 13 36

Sub4 HR Manager 4* Female 37–51 3 21

Sub5 Director of HR 5* Female 37–51 12 25

Sub6 General Manager 4* Male >51 13 19

Sub7 General Manager 4* Male 37–51 7 21

Sub8 HR Manager 4* Male 37–51 1 5

Sub9 HR Manager 4* Female 37–51 1 15

Sub10 Training Manager 5* Female 22–36 6 6

BALI

Bal1 Director of HR 5* Female 22–36 1 7

Bal2 HR Manager 4* Female 37–51 13 16

Bal3 General Manager 4* Female 37–51 1 25

Bal4 Assistant HR 
Director

5* Female 37–51 4 19

Bal5 General Manager 4* Female >51 3 22

Bal6 Area Director 
of HR

5* Male 37–51 5 23

Bal7 General Manager 5* Male 37–51 3 20

Bal8 HR Manager 4* Female 22–36 1 4

Bal9 HR Manager 5* Male 37–51 3 18

Bal10 Director of HR 5* Male 37–51 10 25
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to meet the requirements of  the hotel industry. 
As a result, hotels have little option other than 
offering better pay and higher positions to at-
tract talented employees from other hotels. 
Additionally, hotels are compelled to offer in-
stant promotion to staff  because they have no 
opportunity to fill potentially vacant positions, 
even though the staff  have not reached the 
required level of  quality provision. Two views 
about the impacts of  severe competition were 
expressed as follows:

Finding qualified personnel is rather difficult 
because too many hotels open opportunity. Staff  
is easier to get promotion even though they are 
not ready with that position. (Bal3)

It is like talent war. Between one hotel and 
another hotel they find a way to hijack talents. 
(Bal8)

Employee issues

Hotels that have 20 years or more of  history 
face particular problems with their more senior 
staff  who are aged above 50 years and have been 
working in the establishment for over 15 years. 
This issue was most pronounced among respond-
ents from Surabaya and was associated with the 
following problems: (i) lower staff  productiv-
ity; (ii) decreasing stamina; (iii) less motivation; 
(iv) less creativity; (v) boredom due to doing 
the same work for many years; (vi) technologi-
cally illiterate. The ageing workforce is viewed by 
some HR leaders as being both a burden and a 
challenge. The issue of  senior staff  was primarily 
raised by respondents who are employed in older 
hotels because the ageing staff  have been there 
ever since opening. Unsurprisingly, these older 
hotels usually have lower staff  turnover. Older 
employees are those most likely to remain at the 
hotel since other properties will generally hire a 
younger workforce.

Moreover, both Bali and Surabaya respond-
ents associated an underqualified workforce 
with a deficit of  key competencies such as logical 
thinking. Inadequate skill levels and English pro-
ficiency have emerged as persistent problems at 
a time when job-related demands are increasing 
and hotels are expecting high standards. Two re-
spondents expressed the following concern:

The quality of  human resources is lacking, 
their logical thinking is low, especially fresh 
graduates. (Bal2)

There is a skill gap because job demands are 
getting high. Hotel has a lot of  resources but 
those who can execute the job are uneven. For 
example, staff  must be able to speak English but 
the requirement is not only English now but also 
other languages…in fact, not all staff  can speak 
English. (Bal9)

Retention

Bali and Surabaya respondents identified the 
prevalence of  high staff  turnover, particularly 
in the case of  millennials (often defined as those 
reaching young adulthood in the early 21st 
century) since they are prone to boredom and 
demand rapid advancement. The issue of  high 
staff  turnover is caused by the rapid growth of  
hotel development, and staff  obviously have 
many options to apply for hotel-related jobs. As 
the competition between hotels intensifies, it is 
increasingly challenging to retain employees. 
Millennial staff  are more tempted to move from 
one hotel to another within a short period be-
cause they are confident about moving higher. 
Unsurprisingly, they can readily move to other 
hotels which offer better positions and benefits. 
A Bali respondent believed that preparing and 
ensuring the attainment of  agreed positions 
within a defined period may provide a mecha-
nism to retain millennials for longer. The chal-
lenge relating to millennial staff  was expressed 
as follows:

Retaining new staff  especially millennials are 
a challenge because they easily get bored and 
want to get quick promotion. (Sub10)

…ensure staff  to keep staying by preparing 
next position, particularly for millennials. For 
millennials they do not want to remain in a 
position because within certain period they 
must get certain position. (Bal5)

Government regulations

Relative to their counterparts in Bali, Surabaya 
hotels were encountering more problems 
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related to local government regulation, particu-
larly concerning the UMK (Municipal Minimum 
Wage). Surabaya respondents stated that UMK 
has been increasing significantly each year and 
has been burdensome for companies. On the 
other hand, hotel revenues have been decreas-
ing due to the increasing number of  hotels being 
built and severe competition between hotels. The 
UMK increase has created a serious budget issue 
for hotels as they need to escalate their revenues 
in order to cover increased labour costs in the 
face of  decreasing room occupancies.

A Bali respondent claimed that government 
was underprepared to implement its mandatory 
national health care initiative (BPJS kesehatan/
Badan Penyelenggara Jaminan Sosial Kesehatan) 
which was established at the beginning of  2014. 
The programme was intended to improve the 
provision of  public health services. However, the 
implementation has not run smoothly. Inflexible 
hours of  service and limited facilities have gen-
erated complaints from among hotel employees. 
The plan is mandated and has posed particular 
problems for hotel employers in Bali. On this 
basis, several Bali respondents urged their man-
agement to provide better health facilities for 
employees by offering double health insurance 
coverage to attract potential employees. Two re-
spondents expressed their opinions concerning 
government policies as follows:

Government regulation is inapplicable and 
difficult to be implemented, every year UMK 
increases significantly and as a result we cannot 
achieve revenue which only increase very little. 
(Sub2)

We support government program, I am happy 
with BPJS healthcare, but the problem is 
the implementation…no flexibility and then 
puskesmas (government-mandated community 
health clinics) is not ready. (Bal5)

Local community

The local community issue was raised by re-
spondents in Bali. Known for its unique local 
culture, Bali is characterized by the institution 
of  the customary village (Desa adat) and village 
section (Banjar). These contribute to the defini-
tion of  relationships and boundaries such as 
place, friendships and common interests (Geriya, 

2003). Smooth hotel operations and manage-
ment depend heavily on a close relationship with 
the Banjar. The dominant authority that is asso-
ciated with the local community in areas where 
hotels are located expects hotel managers to ad-
here to a set of  (unwritten) regulations that have 
been set by the surrounding community. For in-
stance, new hotels in particular should employ a 
share of  local people ranging between 20% and 
40%. A problem that was noted by Bali respond-
ents was that the qualifications of  local people 
did not meet hotel standards due to low educa-
tion levels and a lack of  skills. A Bali respondent 
expressed her concerns as follows:

Bali has its own challenge, in our area, Jimbaran 
is quite tough in its local community…we need 
to focus on recruitment as they set the quota 
and they have different way to push companies. 
(Bal1)

Noting the additional challenge associated 
with entry by foreign workers as a result of  AEC 
and the increasing need for proper training, most 
respondents anticipate that these issues will con-
tinue. It is anticipated that the free flow of  labour 
within ASEAN will threaten local workers since 
incomers may accept lower or equal pay relative 
to Indonesian workers. Noting a lack of  output 
from hotel schools, respondents felt that hotels 
would need to provide more training themselves. 
Training programmes will be crucial for prepar-
ing qualified and talented staff  that are capable 
of  competing with foreign labour. Training is 
also deemed to be a key factor for the retention of  
competent employees (Choi and Dickson, 2009). 
Comprehensive training programmes will be 
needed to help hotel companies to achieve the 
best staff  performance and the delivery of  excel-
lent service to hotel guests. In view of  the vari-
ous issues that have been noted in the preceding 
section, hotel leaders should consider the vari-
ous issues and challenges affecting the labour 
market to take appropriate action.

Discussion

From the preceding section, it is an evident that 
the difficulty of  recruiting potential talent has 
become the biggest challenge for hotel execu-
tives in Indonesia. International and domestic 
hotel companies have been competing with each 
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other to attract talented employees by offering 
better salaries and benefit packages. On the oth-
er side of  the ledger, the significant increase in 
room supply has made falling occupancies inevi-
table. Though each job vacancy attracts many 
applicants, finding qualified staff  with high po-
tential is still difficult. This has been highlighted 
by Allen’s (2016) assertion that quality of  em-
ployment remains a major issue in Indonesia. 
A lack of  skills and mismatched skills are also 
considered to be continual challenges. It is likely 
that involvement from both government and ac-
ademics will be required to play a role in address-
ing the human capital concerns encountered by 
the hotel industry.

Three fundamental causes of  the identified 
human capital issues and challenges have been 
noted, namely: (i) significant hotel development; 
(ii) underqualified workforce; and (iii) the im-
pact of  AEC.

Rapid hotel development

The massive pace of  hotel development, which 
continues unabated, is the root cause of  con-
cerns about strong competition, recruitment 
and retention. As reported by Gebbie (2016) in 
the Asia Pacific Market Report, the number of  
hotel rooms in Bali will increase from 70,000 
to over 85,000 by 2020. Meanwhile new hotels 
under development in Surabaya over the next 
three to five years will generate an additional 
3800 rooms. Intense competition between ho-
tels has produced a demand-and-supply imbal-
ance, exacerbated by increased demands on the 
hotel workforce due to aggressive hotel develop-
ment. This massive demand for labour is not par-
alleled by an increased supply of  people to work 
in the industry. Given the systemic nature of  the 
challenge, it will be important for both local and 
central governments to be involved in address-
ing this concern.

There have been recurrent calls for a de-
velopment moratorium, particularly in Bali 
which already has a surplus of  some 10,000 
rooms and had sufficient room supply up to 
2015 (Atmodjo, 2010). Officials at Indonesia’s 
Ministry of  Culture and Tourism have urged the 
Bali administration to apply a temporary restric-
tion on any new hotel construction to avoid 

unhealthy business competition. Although the 
moratorium was released by the local author-
ity and though no new permits have been issued 
to build new hotels, some new construction is 
still proceeding. This is due to the issuance of  
some permits prior to the release of  the morato-
rium. This condition partly explains the aspira-
tion of  the Indonesian government to replicate 
the success of  tourism in Bali by launching ‘10 
new Balis’ by embarking on new destinations 
for further development (Chan, 2017). Of  the 
ten proposed tourism destinations, two are lo-
cated in the western part of  Indonesia, Lake 
Toba (north Sumatra) and Belitung (Bangka 
Belitung); four are located in central Indonesia, 
Tanjung Lesung (Banten), Seribu Islands 
(Jakarta), Borobudur Temple (central Java) and 
Mount Bromo (east Java); and four are in east-
ern Indonesia, Mandalika Lombok (west Nusa 
Tenggara), Komodo Island (east Nusa Tenggara), 
Wakatobi National Park (south-east Sulawesi), 
and Morotai (north Maluku).

The involvement of  central government is 
essential since it holds the highest authority to 
work with local governments in setting strict 
regulations to investigate issues and problems in 
each area depending on local conditions. Hence, 
a commitment from both local and central gov-
ernments will be needed to overcome excessive 
room supply in the region.

An underqualified workforce

Lack of  skills and low English proficiency, as well 
as lack of  logical thinking, have become hotel 
workforce issues and challenges. Though hotels 
have abundant staff, the workforce lacks the ca-
pability to perform their jobs. Furthermore, old-
er staff  who have been working for over a decade 
are demotivated and less productive. This leads 
to underperformance. These various issues are 
causes of  an underqualified workforce. Despite 
the abundant workforce within the labour mar-
ket, it is challenging to find staff  who meet nec-
essary hotel qualifications.

The government has a vital role in prepar-
ing strategic programmes to improve the qual-
ity of  its people and to compete with foreigners. 
Indonesia still lags behind other ASEAN coun-
tries such as Singapore, Malaysia, Thailand and 
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Vietnam. There is evidently a lack of  govern-
ment attention to enhancing the competitive-
ness of  the local workforce (Fanggidae, 2016). 
Thus, the involvement of  Indonesian govern-
ment will be crucial to producing a qualified and 
competent workforce. To mobilize the full po-
tential of  its people, the Indonesian government 
should engage stakeholders such as profession-
al/business leaders, academics and associations 
in a collective endeavour to prepare a talented 
workforce that is globally competitive. For a 
start, and as noted by Shodiq (2016), improv-
ing the quality of  basic education should be the 
key challenge for the Indonesian government. 
Taty (2016) added that the government should 
develop a good education system, strengthen 
the role of  religion for character-building, and 
provide capacity-building through training and 
competency.

The Indonesian government has enhanced 
its attempts to improve the quality of  the work-
force, notably in the hotel industry. Respondents 
expressed the view that the regulation requiring 
all hotel staff  to possess specific competencies in 
their field offers a means of  improving the qual-
ity of  employees. However, the government must 
evaluate and control the implementation of  
this regulation. The evaluation of  the material 
delivered and the implementation of  the train-
ing need to be considered in order to provide a 
qualified workforce who possess knowledge and 
expertise in their domain.

The impact of AEC

The ASEAN Economic Community (AEC) was 
launched in late 2015; however, the implemen-
tation of  the AEC agenda is still unclear. The im-
plementation of  AEC does not currently appear 
to be a threat to hotels within the wider context 
of  Indonesia’s hotel industry. It can generally be 
said that Indonesia is not yet ready to welcome 
foreign workers, particularly in the case of  ho-
tels. This is consistent with Taty’s (2016) and 
Gunadi’s (2016) study which concluded that 
there is a big question about whether Indonesia 
is ready for AEC or not. This conclusion refers 
to Indonesia’s ranking which is relatively low-
er than other ASEAN countries, particularly 

Singapore, Brunei, Darussalam, Malaysia and 
Thailand.

Among the various ASEAN countries, 
Indonesia has both the largest population and 
a tremendous talent pool. The potential of  
abundant talent needs to be unleashed and gov-
ernment, business professionals, academic insti-
tutions and individuals must discern this issue 
by establishing policies (Shodiq, 2016). The im-
plementation of  AEC in Indonesia was deemed 
by respondents to be challenging. The country 
may suffer because Indonesian workers need to 
compete with their counterparts elsewhere in 
ASEAN. Most are inadequately equipped with 
skills and regionally recognized certifications 
(Gunadi, 2016). Hence, job training and other 
skills training efforts should be considered to 
improve the quality of  human capital and to be 
prepared for future impacts of  AEC.

Though AEC seems to have had minimal 
impact on the hotel industry to date, it may be-
come a serious future problem. Ready or not, all 
national stakeholders should be prepared for the 
free flow of  labour, including across the hospital-
ity industry, since this is part of  the commitment 
to being an ASEAN single market. The establish-
ment of  the Mutual Recognition Arrangement 
on Tourism Professionals (MRA-TP) is a critical 
joint initiative among ASEAN regions to improve 
tourism and hospitality professionals’ standards 
within the countries.

Conclusions

This chapter has sought to provide an enhanced 
understanding of  human capital issues and 
challenges and to broaden the scope of  previous 
studies that were conducted in other jurisdic-
tions (Enz, 2001, 2009; Watson et al., 2002; Qiu 
Zhang and Wu, 2004; Duncan, 2005; Poulston, 
2008; Yang and Cherry, 2008; Jauhari, 2012a; 
Bharwani and Butt, 2012). It is interesting to 
note that recruitment, retention and employee-
related concerns have become commonplace 
globally across the hospitality industry. In ad-
dition, the worries that have been identified in 
this study relating to intense competition, gov-
ernment regulations and local community are 
evidence that local circumstances should be 
acknowledged. Local community concerns in 
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Bali have shown that cultural uniqueness brings 
its own human capital challenges thereby con-
firming Bali as exceptional within the Indonesia 
context.

The establishment of  AEC is an upcoming 
issue for hotel practitioners and was found to 
be equally concerning for both Surabaya and 
Bali respondents. The free flow of  labour within 
ASEAN countries generally and within the hotel 
industry in particular should awaken hotel op-
erators to serious preparation of  their workforce 
in the face of  foreign competition. This concern 
will be most challenging for the various develop-
ing countries within the ASEAN region, which 
are challenged by poor-quality workforces, 
notably Cambodia, Indonesia, Laos, Vietnam, 
Philippines and Myanmar. Indonesia is a special 
case and worthy of  dedicated study because it is 
both a developing country and large and popu-
lous enough to have a substantial domestic mar-
ket. This makes it a significant emerging country 
example.

This chapter has also proposed that hotel 
stakeholders should develop strategies to bol-
ster human capital development within the in-
dustry, particularly in the case of  government 

and education institutions. Strong support from 
government officials and collaboration with aca-
demics offer the prospect of  a strategic approach 
to the alleviation of  HR problems. Although this 
chapter has documented human capital con-
cerns across the hotel industry, the respondents 
were limited to hotel managers/professionals 
from upscale hotels in Surabaya and Bali. Future 
researchers are encouraged to involve a greater 
diversity of  hotel stakeholders in their studies, 
notably government officers, employees and 
academics from leading Indonesian cities such 
as Jakarta, Bandung and Medan. The results 
might generate additional issues and challenges 
that are being encountered by the hotel indus-
try across Indonesia in different urban settings. 
Further research could also be undertaken in 
other countries and contexts. The perspectives 
gained from different parties may potentially en-
rich and sharpen our understanding of  human 
capital concerns. Examining the cultural and 
socio-demographic backgrounds of  different re-
gions with larger sample sizes should be a valu-
able strategic input to the design of  appropriate 
HR planning and development in anticipating 
possible future challenges.
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