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[bookmark: _Toc129113617]Executive summary

Many hoteliers evaluate performance using profit, ROI and occupancy rates as standard performance measures (hospitalityinsights.ehl.edu, 2023). Considered alone, they could send false signals and fail to assist today's companies in performing excellently in this challenging industry. So, a holistic approach is needed to assess hotel performance, in which other elements also need evaluation, such as safety, innovation-friendly or excellent hotel service. In terms of financial performance and considering the excellence of the services provided in the hotel industry, this report will analyse the implications of using outsourcing Housekeeping by Hyatt Hotels regarding the abilities of those employed and the cost implication. Finally, a recommendation will be the conclusion of this analyse.
[bookmark: _Toc129113618]Introduction

· [bookmark: _Toc129113619]About Hyatt Hotels
The history of Hyatt Hotels Corporation started in 1957 with the "Hyatt House motel adjacent to the Los Angeles International Airport" (Hyatt, 2009). Since then, the company has become one of the leading hospitality organisations worldwide, including 26 brands and over 1150 hotels in 70 countries. According to Hyatt's Annual Report on December 31, 2022, the company had about 189,000 employees (the company calls them "colleagues") working in their corporate and regional offices and owned, franchised, managed, and leased properties. About 50,000 of these employees worked directly for Hyatt. Third-party property owners and franchisees hired the rest of the company's coworkers (Hyatt.com, 2019).
· [bookmark: _Toc129113620]Hyatt’s Global Care & Cleanliness Commitment
Hyatt hotels and resorts worldwide prioritise clean and comfortable surroundings for guests and staff as part of their Global Care and Cleanliness Commitment to care for people so they may be their best (Hyatt, 2023). As the company adapts and fulfils guest cleaning standards, they are devoted to improved cleanliness from when guests enter the hotel, both in their room and throughout their stay.
The Covid-19 pandemic brought more awareness than ever among hoteliers regarding safety measures mainly related to cleanliness. Since then, Hyatt has introduced a new slogan, "safety first, well-being always", thus demonstrating to customers the constant concern for the quality of the services offered (Hyatt, 2023).
[bookmark: _Toc129113621]Discussion/ Literature

· [bookmark: _Toc129113622]Outsourcing – benefits and risks
One of the best options for organisations to focus on what they do best while letting others handle jobs that can be done more quickly, effectively, economically, and with higher quality is outsourcing, which has been called "the most popular business idea" (Somjai, 2017). Outsourcing is when a firm hires a third party to execute services or make commodities previously done in-house by its workers (Twin, 2021). It can affect many jobs, such as customer support, manufacturing, and back-office work. The recent economic crises on a worldwide scale have elevated outsourcing to the top of the boardroom agenda (Vagadia, 2012). Organisations are re-evaluating their business models and structures, and business transformation is now considering outsourcing an instrument as some of the benefits, according to Dinu (2015), of outsourcing are:
· The company can focus on its primary business, which helps it make the most money;
· The company's resources can be put towards its main business;
· Costs are lower;
· Access to skilled people and services that are faster and better.
Outsourcing has several drawbacks, such as:
· A loss of managerial control and a decreased ability to be innovative and creative;
· Real economic costs, social costs, and a risk to the security and privacy of the companies (Dinu, 2015). 
· The quality of products/services can be negatively affected (Patel, 2017);
· Impact on the organisational culture as the employees could sense that the company could easily replace them, such feelings conducting to decreasing productivity.
In a brief analysis of the benefits versus risks, if among the benefits brought by outsourcing, the financial aspect, by reducing expenses, is firstly distinguished, in the case of the risks related to outsourcing, the implications could have rather an impact on the quality of the products/services, an impact on the organisational culture, the latter producing effects on the image of the company. Specific aspects must be considered and analysed before using labour from an external source.
· [bookmark: _Toc129113623]The financial perspective of Outsourcing
[bookmark: _GoBack]In the last few decades, due to many global economic challenges, companies have tried harder and with more conviction to cut costs by outsourcing services and tasks that they used to do themselves (Hendry, 1995). The idea behind this movement is simple and makes much sense. If hiring someone to do something is cheaper than doing it by themself, they should hire someone. Corporations can save money by being more efficient, and they can also be more effective by focusing more on the things they can do better in-house. The advantages are clear. With outsourcing, the company pays the workforce as contractors. Thus, the company will save money on hiring, boarding, and training new employees (Patel, 2017). In addition, employers pay only for the hours they need, which frees up capital that the company may use to expand its operations in other ways.
· [bookmark: _Toc129113624]Hyatt’s brands image
Created by a family, Hyatt remains loyal to the commitment to "care for people so they can be their best", building its reputation on this slogan (Hyatt, 2019). The many Hyatt brands serve different target audiences, including those interested in luxury, business travel, and wellness. It includes youngsters, elderly individuals, families on vacation, and businesspeople travelling (Shastri, 2022). It offers domestic and international services as needed. Customer income determines targeting. Hence, marketing strategies vary per section. It offers 3-star, 4-star, and 5-star services to appeal to various income levels to provide the finest experience. The company revealed in 2019 on its site in Hyatt Newsroom that the "World of Hyatt" loyalty program has over 16,000,000 members, which means a significant number of potential customers who can be loyal to the company due to their offered services (Hyatt Newsroom, 2019).
In August 2009, Hyatt Hotels Corporation decided, in the case of three hotels in Boston, to lay off 98 housekeepers and replace them with an outsourcing workforce (Ricciardi, 2017). Hyatt justified this decision in Hyatt Statements Regarding the Decision to Outsource the Housekeeping Function at Three Boston Hotels due to "unprecedented economic challenges" that affected the revenue of the three hotels (hotel-online.com, 2009). This fact determined a strong reaction not only from the affected Hyatt employees but also from the unions in the region, from the governor of the state of Massachusetts through a decision to boycott Hyatt hotels, and further provoked reactions in the press by publishing some articles that are not gratifying for the company (The Guardian - Hyatt Hurts: hotel workers organise global boycott for a fair deal). Moreover, company employees from other locations worldwide have shown solidarity with the protest movements in the United States. In terms of costs, Hyatt paid dearly for the decision to terminate its employees if someone considered the compensatory payments related to the legal settlement with the affected employees and the losses suffered due to the effect related to damaging the company's image (Ricciardi, 2017).
Hyatt probably learned wisdom from this, considering how their stakeholders will receive it before taking action and if these changes could negatively impact the standing of the clientele (Michelman, 2009). Moreover, they might affect job morale and the organisation's image in the local community and not only. It is more likely to do something that the company will regret if the management does not ask themself these questions and imagine the worst-case scenarios.
· [bookmark: _Toc129113625]The role of Housekeeping in Guest services/ the quality of the services
The Housekeeping Department is one of the most important departments, "the nerve centre" of the hotel (Banerjee and Chakravarti, 2017). It is responsible for cleaning and maintaining the aesthetic appearance of the entire hotel building; a good understanding of the technical aspects is also necessary to maintain the rooms' operability. How vital this department is, is shown by a simple check of one of the most utilised online travel research platforms, TripAdvisor, where cleanliness is also a criterion in the rating of a hotel immediately after the location. Through high housekeeping standards, guests can create a pleasant impression and a positive feeling that can last, this fact being able to determine, along with the other services offered, a constant return of guests to the hotel and generating maximum revenue (Banerjee and Chakravarti, 2017). So, housekeeping staff are among the front-line employees in the relationship with clients from the perspective of satisfaction with the quality of the services offered in the case of the hotel industry.
For example, the Hyatt Regency hotel on Long Island had among the lowest guest satisfaction rankings in the United States in December 2011 (Ricciardi, 2017). Remington Hotels managed the hotel for Hyatt to enhance performance. Remington immediately terminated the hotel's contract with Hospitality Staffing Services (HSS), which outsourced housekeeping. Even after the transition, the guestroom component score (the main sign of housekeeping performance, tested against an average benchmark of 50) dropped to 20.4 by March. Two months later, it dropped to 8.3. It fell to 1.1 in June. 
Considering the importance of the housekeeping department, the company must carefully consider its outsourcing from the perspective of the quality of the services offered (Patel, 2017). If the company cannot avoid this decision from an economic perspective related to costs, then the quality standards must be discussed and established in advance.
· Organisational culture
According to Sokro (2012), organisational culture (values, individual beliefs, working environment, and relationships between employees) and employee motivation and performance have an intrinsic connection, so the two variables are linked positively; the culture of an organisation has a direct effect on employee motivation and an indirect effect on the performance of the organisation as a whole. When companies have a strong culture of rewarding and recognising employees' hard work, it makes them more motivated and improves their performance in a big way. The more motivated employees are the better the organisation's culture (Sokro, 2012).
The organisational culture and the outsourcing of some company services can produce effects both from the perspective of the external workforce operating inside the company and the impact on the company's employees. From the perspective of the company's employees, the feeling that outsiders can easily replace them can create disengagement, which will lead to demotivation and decreased productivity (Patel, 2017). On the other hand, Morgan (2010) shows in a study called "Cultural Differences in Outsourcing" that cultures in different organisations and countries can make or break an outsourcing deal. The National Outsourcing Association (NOA) has heard from vendors and clients in outsourcing relationships that they want to learn more about managing relationships in outsourcing. The client and the service vendor often blame the relationship between their employees and performance problems in different organisational cultures (Morgan, 2010).
[bookmark: _Toc129113626]Conclusion/ Recommendation

In this era of globalisation, with numerous challenges of different types worldwide, all of which conduct to economic impact, the hospitality industry, like any other business environment, had to find solutions to resist and continue development. As one of the market leaders in the hotel industry, Hyatt Hotels Corporation will be continuously receptive to any solution that, from an economic point of view, will help the company grow, and outsourcing can become a solution when necessary. Regarding the Housekeeping staff, it would be ideal to find solutions to retain the company's employees, for several reasons related to the company's image, easier maintenance and control over high-quality standards, and last but not least, considerations related to the company's organisational culture. However, there are also situations in which, following analyses carried out by the company, the decision to outsource this service can become necessary. In such a situation, the recommendation is to conduct in advance an in-depth analysis of the effects that may appear precisely for the reasons mentioned above, taking the worst-case scenario. Indeed, weighing not only the easily quantifiable aspects, such as the financial ones, but also those related to the human factor (of the laid-off employee vs an employee of a third party) with all its implications in the development of a company, the best option will be found that creates a balance between the three factors involved: company (profit/ image), employees and customers.
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