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Executive Summary
This paper examines the impact of an employee-centred work environment on employee as well as organisational development by comparing the human resource management (HRM) models of two well-known Chinese hotpot brands, Haidilao and Little Sheep. It is found that Haidilao's employee-centred HRM strategy, including its recruitment, promotion, welfare and empowerment policies, demonstrates a high level of respect and care for employees. This strategy effectively motivates employees and enhances their satisfaction and sense of achievement, thus supporting the long-term sustainable development of the company. Conversely, Little Sheep suffers from deficiencies in several key areas of human resource management, including recruitment, promotion, benefits and performance management, which may trigger a sense of employee dissatisfaction and higher turnover rates. Finally, recommendations were made for each of the two companies.
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1. [bookmark: _Toc164610895]Abstract
Human resource management primarily targets individuals with exceptional labor capabilities who are also valuable to society, making it one of the most crucial resources in modern enterprises (Jotabá et al., 2022). The purpose and foundation of human resource management are based on corporate strategy, serving the development of the enterprise. In the service industry, the most valued competitive condition is service quality, with the catering industry as a typical example that emphasizes brand and reputation building, where human resource management plays a significant role. This paper takes two well-known brands in the catering industry, Haidilao and Little Sheep, as examples. By comparing and analyzing the human resource management models of these two companies, the paper studies the advanced aspects of the employee-centered philosophy and proposes feasible improvement measures.


[bookmark: _Toc164610896]2. Introduction of research objects
Haidilao is a hotpot catering company founded by Zhang Yong in 1994, and is the largest chain of hotpot restaurants in China, characterised by its "attentive service and caring staff". As of 2022, Haidilao has directly operated restaurants in many locations around the world, including 1,349 in mainland China and 67 in other countries and regions, including Singapore, the United Kingdom, the United States, and Canada (Shu, 2023).

Haidilao's employee-centred philosophy is similar to developing a close-knit family, and it is thoroughly integrated into the company's strategy, policies and cultural dimensions. In fact, Haidilao is one of the very rare organisations in the Chinese business world with high employee loyalty. Its frontline turnover rate (10%) is much lower than that of its competitors, and managerial turnover is close to zero. In many ways, Haidilao is almost a utopian workplace. (See, 2017)

little Sheep was established in 19998 and focuses on the operation of little sheep speciality hotpot and franchising. little sheep was listed in Hong Kong in June 2008 and was the first branded catering in China to be listed in Hong Kong, but in the company is not as large as Haijilao. (Sheep, 2023).

I chose Haidilao and Little Sheep as the research object because I had worked part-time in these two companies for a short time, and I felt the different management systems and different attitudes towards employees in these two companies during my work, while Haidilao's development is getting better and better could not help but make me think about how Haidilao shapes its human resource management model and the impact of this model on the employees and the organization.


[bookmark: _Toc164610897]3. Related research progress
[bookmark: OLE_LINK3]Peter F. Drucker, a management scientist, first introduced the concept of "human resources" in the 1950s, emphasising the special nature of human resources in business operations and their contribution to organisational goals, and argued that the management function in organisations includes the management of business, the management of business managers, and the management of employees and work. Of these, human resources are extremely special and distinct from other resources, mainly in the form of judgement, coordination and imagination possessed by the individual or organisation (Webster Jr., 2008). 

By the 1980s, scholars proposed to relate organisational human resource management to organisational strategy, known as strategic human resource management (SHRM). The theory suggests that the practice of HRM should not only include traditional aspects of personnel administration, wage and labour relations, and interpersonal relations, but should also extend to the broader area of facilitating organisational productivity improvements (Walker, 2012).

Strategic human resource management is a type of management that revolves around the strategic objectives of a company, specifically the sum of various human resource management strategies and methods, which is called strategic because it provides direction for the long-term development of the organisation and enables the optimal allocation of resources in accordance with the environment of the market, the market and the changing requirements of the shareholders (Harrison and Bazzy, 2017). Simply put, strategic human resource management is the integration of all aspects of human resource management into the organisation, including the management of the workforce, the management of the workforce, and the management of the workforce. Strategic human resource management is the integrated consideration of employees and organisations as a whole. It considers human resources as an intrinsic force that helps organisations to achieve advantages, emphasises on obtaining a competitively advantageous allocation of human resources that can be aligned with the business strategy through specific organisational planning, motivational policies and concrete practices, and considers that all human resource activities are aimed at achieving the strategic objectives of the business (Battour, Barahma and Al-Awlaqi, 2021). In contrast to the previous HRM, strategic HRM considers human resources as one of the key factors that determine the success or failure of a business (Tschirhart and Bielefeld, 2016).

And now, according to Johnson, Coggburn and Llorens (2022) the rapid development of big data, AI technology has profoundly changed all aspects of business operations, especially in the field of human resource management (HRM), the application of big data opens up new possibilities and challenges. Modern enterprises are gradually shifting from the traditional intuition-driven management model to a data-driven decision-making process. By analysing employee recognition, companies can more accurately predict and meet employee needs, thus improving strategic management systems. At the same time, the combination of technology-enabled paths and innovative digital management models can also help companies identify and attract talent more accurately in the human resources management process, as well as make more targeted decisions on employee training and career development. This shift not only improves the accuracy and efficiency of decision-making, but also enhances the ability of enterprises to adapt to market changes (Ying and Liu, 2021). Against this background, HRM innovation in enterprises has become particularly important.



[bookmark: _Toc164610898]4. Human Resources Model of Haidilao 
[bookmark: OLE_LINK8]Haidilao fully utilises the concept of strategic human resource management and puts forward the idea of employee-centred development, emphasising equality and respect. The following will analyse the model of human resource management of Haidilao from different aspects.
[bookmark: _Toc164610899]4.1 Recruitment and Promotion 
[bookmark: OLE_LINK9]According to Shen and Hu (2020), most workers in the service industry in China are either farmers or individuals with low educational backgrounds. Haidilao excels at transforming this demographic into a highly competitive advantage through compassionate employee management, promoting long-term sustainable development for the company. Haidilao employs distinct recruitment strategies for different levels of employees. For ordinary staff, a referral system is primarily used, where employees recommend friends and relatives. This approach takes into account the cultural, emotional, and geographical identities involved in public relations. According to Van Der Zee, Atsma, and Brodbeck (2004), identification with one's cultural background and team affects overall well-being and commitment, suggesting that cultural identity influences team dynamics and individual performance in various environments. Additionally, as noted by Burks et al. (2015), referred employees are more likely to be hired and accept job offers, exhibit similar or better productivity, have lower accident rates, and significantly higher retention rates than non-referred employees, resulting in higher profits due to reduced turnover and recruiting costs. This method facilitates the daily work of employees, thereby fostering a strong internal cohesion within the company.

For middle and senior management, Haidilao adopts an internal selection system, utilizing its own selection and promotion mechanism to assess employee performance for promotions, adhering to principles of fairness and equity. According to Selvarajan, Singh, and Solansky (2018), a fair promotion system allows employees to feel that their efforts can genuinely change their lives, thereby enhancing their motivation.

Haidilao is distinguished by a unique feature in its promotion policy: if you wish to advance in position, you first need to develop employees who can take over your current role. You cannot be promoted unless there is a capable team ready to fill your position, thus promotion incentives are vividly emphasized within Haidilao. An individual’s promotion is closely tied to the development of potential successors, highlighting the company's commitment to talent cultivation. Haidilao has established a corporate university and dedicated training centers that focus on internal training, fostering diverse training methods and content. Additionally, the company places significant emphasis on performance evaluation by establishing fair and multiple assessment criteria that focus not only on service quality but also on cost-effectiveness. Moreover, Haidilao's performance evaluations primarily rely on positive incentives and rewards, with penalties playing a secondary role, fully accentuating the human aspect of these assessments and reflecting the company’s humanitarian care. This promotion incentive system greatly enhances employee motivation, as all employees feel that promotion is a tangible possibility within their reach.
[bookmark: _Toc164610900]4.2 Benefits
Corporate benefits have a significant relationship with employee work enthusiasm and company identification (Muneeb and Ahmad, 2020). Haidilao offers its employees a range of benefits including free insurance, affordable housing, complimentary meals, housekeeping services, and paid monthly leave, including severance packages. Moreover, Haidilao's benefits extend beyond the employees themselves to their families. Considering that many employees are from rural areas and their parents and children may lack proper care and social security, Haidilao annually establishes subsidy funds for the parents and education allowances for the children in the name of the company, truly considering the well-being of its employees and treating them like family members (See, 2017). Employees who fully enjoy these corporate benefits return to their jobs with greater enthusiasm and a proactive attitude, striving to bring more value to the company (Herr et al., 2022). Furthermore, in terms of managing employees who resign, Haidilao offers a substantial compensation to every employee who leaves for any reason, with higher positions receiving more compensation. The company’s senior management believes that employees who have reached certain positions bring more value to the company than what the severance pay costs. The time and effort employees invest are immeasurable, and the care shown to departing employees leaves them deeply touched. After leaving, they are likely to share positive information and feedback about Haidilao, which is especially valuable for the company.
[bookmark: _Toc164610901]4.3 Empowerment
Haidilao grants certain rights to its employees, such as empowering front-line staff to offer discounts or free services according to specific guidelines, including waiving bills for customers or offering complimentary fruit plates. This system reflects the company's humanized management approach. Haidilao places considerable trust in its employees, allowing them to manage themselves and their colleagues autonomously, which results in better outcomes than being managed by others, giving employees the space to realize their self-worth (Fey et al., 2021). Additionally, proper empowerment can significantly enhance employees' work enthusiasm and creativity (Liu et al., 2020). In Haidilao, every employee considers themselves a manager of the company, bringing innovative ideas to their work and truly integrating with the corporate culture, which leads to rapid development for both themselves and the company. Faced with such motivational systems, Haidilao's employees feel valued and are eager not to disappoint the trust the company places in them, thus accelerating their skill development. This also ensures that customer needs are met promptly, enhancing customer satisfaction and strengthening the company’s core competitiveness.


[bookmark: _Toc164610902]5. Human Resources Model of Little Sheep
Compared to Haidilao, Little Sheep's human resource management is quite traditional.
[bookmark: _Toc164610903]5.1 Recruitment and Promotion 
Currently, the supply exceeds demand in China's human resource market, but this is mainly in terms of quantity, with a mismatch between the quality of workers and job requirements leading to imbalanced recruitment and allocation of human resources. The labor market experiences a "Matthew Effect" (Yang et al., 2014), where the strong get stronger and the weak get weaker. This phenomenon causes many companies, like Little Sheep, to cut staffing costs by pushing down wages during recruitment or by offering low base salaries with high-performance demands. Although this strategy reduces staffing costs, it does not enhance employee well-being; rather, it increases anxiety as employees constantly find themselves in a passive and repressive environment, unlike Haidilao employees who are encouraged to think independently and actively contribute to the company’s development.
[bookmark: _Toc164610904]5.2 Benefits 
The internal salary management system is immature, emphasizing material rewards over mental recognition, and neglects employees' relatives, failing to provide further psychological satisfaction or demonstrate meticulous care for employees’ lives. According to Maslow's hierarchy of needs, this significantly weakens the effectiveness of salary and benefits management in motivating employees, leading to low cohesion among employees and increasing the risk of turnover. Recruiting new staff in turn incurs additional costs for the company, creating a vicious cycle (Omodan and Abejide, 2022).
[bookmark: _Toc164610905]5.3 Performance Management 
The employee performance evaluation mechanism is not robust enough, with the human resources department lacking detailed records of employee performance and relying on simplistic criteria that prioritize work hours over service quality, or fail to tailor assessments to actual job conditions, setting unrealistically high goals for employees. This can demotivate employees and hinder their self-realization (Glaser et al., 2017). Additionally, performance assessments are often unfair, overly dependent on supervisor opinions, and fail to maximize the positive impact of performance management on enhancing the company's human resources, thereby affecting employee enthusiasm.
[bookmark: OLE_LINK2]

[bookmark: _Toc164610906]6. Conclusion ＆ Recommendations 
[bookmark: OLE_LINK1]Haidilao's employee-centered human resource management strategy, which includes recruitment, promotion, benefits, and empowerment policies, reflects a deep respect and care for its employees. This approach not only enhances employee enthusiasm but also increases their satisfaction and sense of achievement, ultimately fostering the company's long-term sustainable development. In contrast, Little Sheep's human resource management practices show certain deficiencies in recruitment, promotion, benefits, and performance management, which may lead to employee dissatisfaction and high turnover rates.

And in the era of big data, HR management strategies based on data analysis have increasingly gained attention. These strategies focus on improving employee performance and optimizing human resource allocation. By thoroughly analyzing employee performance data, companies can accurately assess work efficiency, skill levels, and training needs, which allows them to develop targeted employee growth plans and performance improvement measures (Gaur, 2020).

Finally, combined with the previous analysis and new technological development opportunities, the following suggestions are given for the two companies respectively.

Suggestions for Haidilao:
1. Continue adhering to the employee-centered development philosophy.
2. Enhance the company's IT management capabilities to establish a more intelligent and comprehensive HR management platform.
3. Focus on diversifying its workforce, especially in restaurants in other countries, to avoid the impacts of cultural conflicts.

Suggestions for Little Sheep:
1. Reevaluate its HR management strategies, focusing on the psychological well-being and motivation of employees.
2. Establish mature, comprehensive employee performance assessment standards to boost employee motivation.
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