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Abstract:  

The Croatian hotel industry is under pressure to deliver a high-quality service package. Using the Service-Profit 

Chain model, this paper provides initial research regarding the effective leadership approaches employed by 

front-line managers in hotels operating in unstable seasonal environments; challenging environments as full-

time and seasonal employees must be blended to create an effective team.  Frontline employees at nine 

Dubrovnik, Croatia hotels were surveyed as to the leadership styles of their managers and their accompanying 

levels of job performance.  This study’s results suggest that leadership does influence job performance and that 

transformational leadership impacts job performance more so than transactional. 
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Introduction  
 

Since Croatian accession to the European Union in 2013, the Croatian economy has opened up to new markets 

and new global attention and competition. The EU has recognized Croatia as an accomplished tourist destination 

that needs to develop and invest in new leadership education in order to meet the demands of this new market 

(Ministry of Tourism, 2013a). According to the World Travel and Tourism Economic Impact Report on Croatia 

(WTTC, 2017), Travel and Tourism in Croatia accounts for 24.7%  and 23.7%, respectively, of total GDP and 

employment. This economic sector, thus, is among the most important sectors for the economic prosperity in 

Croatia. 

 

In this new global positioning, the Croatian hotel industry in particular has come under tremendous pressure to 

continuously deliver service quality and assure a stable service package even while be subjugated to the 

numerous influences of the modern business world and its associated political, cultural, economic and 

environmental challenges. One of the issues that requires attention in order to succeed in this industry is the issue 

of employment and the associated practices of leading the workforce so that it can manage change in this 

dynamic business environment. 

 

Mamula and Duvnjak (2017, p.2) predict that, based on the constant increase of the number of employees in 

Croatia, it is safe to assume that this trend will have a similar pattern in the tourism sector, specifically. In fact, 

many hotels in preparation for the new season, have released confirmative statements to this effect. According to 

the current Croatian Tourism Development Strategy, Croatian tourism will need 30.000 new employees by the 

year 2020 (Ministry of Tourism, 2013b).  

 

The issue of employment is further complicated by the issue of seasonality and high employee turnover. 

According to the Croatian Bureau for Employment, in 2016, 19,570 out of a total of 29,393 tourism employees 

were seasonal (HZZO, 2016). Perišić (2017, p. 24), in her statistical analysis of Croatian employment, 

summarizes data from the National Statistical Report and found Dubrovnik Neretva County as the second largest 

county in terms of seasonal employment (the first being Split Dalmatia County). 

  

The hospitality industry finds itself ranked among industries with the highest turnover rates (Vasquez, 2014, 

p.12). The percentage of worker turnover can range from 60% all the way to 300%, establishing hospitality with 

one of the highest turnover rates as compared to other industries (Pang, Kucukusta, Chan, 2015, p.577). The 

effects of high turnover manifests itself  by producing a workforce that will not be motivated, satisfied, and well-

provided and, in turn, will not create more value for customers (Heskett, Sasser & Schlesinger, 1997; 2003; 



Garlick, 2010, p.304). Since service quality in hospitality is revealed through moments of truth, front-line 

employees and their perception of job satisfaction (JS) have become a very important organizational concern.   

The hospitality industry is operating in a highly uncertain environment and the need to investigate leadership’s 

influence on JS is critical under these circumstances (Rothfelder, Ottenbacher and Harrington, 2012, p.202). 

Yee, Yeung and Cheng (2011, p.244) tested the concept of Service-Profit Chain (SPC) as proposed by Heskett in 

1994 and found that an increase in employee satisfaction and loyalty has a positive effect on customer 

satisfaction and loyalty. Their research validated the SPC model in high-contact service industries; therefore, the 

SPC can theoretically be applied to the seasonal hotel industry and its efforts to increase sales revenues. Figure 1 

from Heskett et al (2008, p.3) published in Harvard Business Review establishes the following linkages in the 

SPC.  Mentioned studies pertain to non-seasonal environment, but, to the contrary, Wilkin (2013, p.64) indicated 

that seasonal employees might have lower job performance (JP).  This research seeks to formally evaluate and 

validate the SPC model in seasonal hotels. 

Figure 1. Links in the SPC 

 

 

Heskett et all (2008, p.4) emphasize the importance of a special type of leadership, one in which, assuming the 

firm desires to reap the benefits of the SPC model, the employee is at the organization’s center of attention. 

Komnenić, Bazdan & Agušaj (2016, p.7) suggested that the highest level of reported employee satisfaction 

comes from “Role Clarity” provided by leadership in the organization.   

 

The first in-depth studies related to leadership were conducted by Burns (1978) where he defined two elementary 

types of leadership: transactional and transformational leadership. Taking into consideration that this initial 

research was published over 39 years ago, searches for more recent research do in fact confirm the original ideas, 

showing them to still be valid (Hinkin & Schriesheim, 2008, p.513). Additionally, using the original ideas 

proposed by Burns, Bass (1985, p.11) concluded that transactional and transformational leadership styles are 

inter-connected and that they are prerequisites for each other. He argued that a good leader should have 

characteristics of both leadership styles to be an effective leader. Next to transactional and transformational 

leadership there is also a third leadership style called non-transactional or laissez-faire (Bass, 1985).   

 

Transformational leadership has been a focal point of numerous research (e. g. Travis, 2007; Bass 1985, 1997; 

Xenikou & Simosi, 2006, p.566; Davidson, 2003, p.50). The overall background on this topic reveals that there 

are four elements of transformational leadership: charismatic leadership; individual consideration; intellectual 

stimulation; and idealized influence (Bass, 1997). Inspirational motivation (or charismatic leadership) is an 

important factor in transformational leadership because the subordinates tend to identify with the company goals 

and vision if the leader is enthusiastic and positive. Individual consideration is focused of the needs, wants and 

emotions of every single employee while supporting and leading them towards exemplary performance (Den 



Hartog et al. 1997, p.30). Intellectual stimulation occurs when the leader engages and challenges subordinates to 

deal with work problems by themselves; in this way employees get more engaged with the organization. 

Idealized influence focuses on emphasizing that the group’s needs come before the needs of the individual (Tims 

et al. 2011, p.122). In research conducted by Xenikou & Simosi (2006, p.577) it was claimed that 

transformational leadership has a positive impact on employee performance.  

 

In order to increase the competitiveness of Croatia’s tourism industry (one of the most vital industries within 

Croatia) and, in fact, the country’s overall competitiveness, the concept of managing and developing the 

workforce becomes preeminent. Previous studies conducted on the example of the Dubrovnik Neretva County 

hospitality discuss the need for specific, new leadership education (Dulčić, Raguž, 2006, p.1162; Raguž, 2007, 

p.57). That new leadership should spearhead change management and lead the workforce to a higher level of 

competitiveness. 

 

Alecu (2013, p.16) reviewed several factors involved in hospitality’s change management effort. One of those 

factors refers to the need for “new management”, calling on management to focus on transforming the 

organization to a more employee-centric organization, mirroring the characteristics of transformational 

leadership. The same study describes,  further echoing characteristics associated with transformational 

leadership, the new worker as one who values development opportunities, entrepreneurial spirit and less rigid 

manager - employee relationships (Alecu, 2013, p.17).   

 

In such suggested new work roles and demands, leadership style of seasonal hotel front-line employees’ 

supervisors might be the missing link between higher job performance and job satisfaction.  

 

This paper explores the relationships among leadership styles, job satisfaction, and job performance in a seasonal 

tourist setting.  Specifically, front-desk employees’, those hotel employees with perhaps the greatest exposure to 

guests, job performance, as it relates to their supervisors’ leadership styles and individual job satisfaction, will be 

examined. 

 

The above research and theory produces the following four hypotheses for seasonal hotels:  

 

H1:  employees in a seasonal hotel perform or work better (termed job performance or JP) in a transformative 

leadership environment than in a transactional one 

 

H2:  seasonal workers do not work as well (in terms of job performance) as full-time employees in seasonal 

hotels 

 

H3:  job performance in a seasonal hotel environment is driven by job satisfaction 

 

H4:  job satisfaction in seasonal hotels moderates leadership style in terms of impacting job performance 

 

Methods  
 

This paper explores the relationships among leadership styles, job satisfaction, and job performance in a seasonal 

tourist setting.  Specifically, front-desk employees’, those hotel employees with perhaps the greatest exposure to 

guests, job performance, as it relates to their supervisors’ leadership styles and individual job satisfaction, will be 

examined. 

 

Dubrovnik, Croatia was selected as the city of study as it (and Croatia in general) has long been known for its 

highly seasonal tourism.  Among European countries, Croatia is one of the leaders in terms of seasonality in 

tourism, having a short ‘high season’ (Petreski, 2017).  Note, for example, that Croatia’s peak tourist month, 

August, has 65.8 times the nights spent as compared to the weakest tourist month, January (Eurostat, 2016).  

Cruise ship passenger data from 2017 provides an additional stark example of seasonality in Dubrovnik.  In the 

four months with the fewest cruiser guests (December, January, February, and March) there were less than 

10,000 monthly guests, whereas in the peak cruiser months (June, July, August, September, and October), over 

100,000 cruiser guests visited per month. 

 

This study includes hotels of all types in its sample.  Seasonal hotels (those that close in the off-season) as well 

as non-seasonal hotels (operating all year) are included.  Moreover, three, four, and five star hotels are included.  

Using paper surveys, this study queried 67 front desk employees from nine Dubrovnik hotels during the time 



period of April and May 2017.  Note that these months reside in Dubrovnik’s relatively slower ‘pre-season’ time 

period and were chosen so as to ensure maximum availability of respondents. 

 

Survey respondents completed a three part survey.  The first part consisted of a variant of the Multifactor 

Leadership Questionnaire 5X (MLQ 5X) questionnaire and was used to determine respondents’ supervisors’ 

leadership styles, asking respondents to evaluate their supervisors in each element (or dimension) of 

transformative, transactional, and laissez faire leadership styles.  The second segment of the survey used portions 

of the Minnesota Satisfaction Questionnaire (MSQ) to ascertain respondents’ job satisfaction and job 

performance levels.  Finally, the third and last part obtained respondent demographic information, including 

mode of employment (seasonal or full-time) and time spent with respondent’s current employer. 

 

The MLQ is widely recognized as being a valid and reliable instrument for evaluating transformational, 

transactional, and laissez faire leadership styles (Rothfelder, Ottenbacher & Harrington, 2013, p.207) and was 

consequently used in this study.  The MSQ was used as it is readily available to researchers and easy to use.  

Additionally, it and the Job Description Index (JDI), a job satisfaction index that is shown to exhibit high 

construct validity (Kinicki, Schriesheim, McKee-Ryan, & Carson, 2002, p. 26), have convergent validities 

(Kinicki, Schriesheim, McKee-Ryan, & Carson, 2002, p. 23).  In fact, according to Kinicki, Schriesheim, 

McKee-Ryan, & Carson, (2002, p.26), the MSQ might do a better job of measuring certain aspects of job 

satisfaction.  Both surveys, the MLQ and MSQ, have 5-point Likert scale response sets. 

 

This study’s adapted MLQ operationalizes each of the four and three elements making up transformative and 

transactional leadership styles respectively with four questions.  Likewise, laissez faire leadership was 

operationalized with four questions.   

 

In order to determine a respondent’s supervisor’s leadership style, following practices used in composite 

indexes, respondent’s scores for each element (or pillar) were averaged (arithmetic mean) and then averaged 

with the other elements of that leadership style to produce a score for that leadership style.  Note that the laissez 

faire score was calculated simply by determining the arithmetic mean of the four indicators associated with it.   

 

In this study, a respondent was said to be working in a leadership environment that scored the highest on that 

respondent’s MLQ questions.  For example, if a respondent’s transformative, transactional, and laissez faire 

scores were 4.10, 4.25, and 3.00 respectively, then that respondent would be said to be working under a 

transactional leadership style. 

 

IBM’s SPSS Statistics software package and Microsoft Excel were used for statistics calculations. 

 

Results  
 

Sixty-seven Dubrovnik based front-desk employees partook in the survey; however, two participant’s responses 

were eliminated from the results as they did not fully provide mode of employment data (seasonal as opposed to 

full-time employment). 

 

Inspection of the results divulges that 23 and 42 of the respondents are full-time and seasonal workers, 

respectively.  Additionally, when considering length of employment at respondents’ current employer, it was 

revealed that 14 (21.5%), 12 (18.5%), 6 (9.2%), and 33 (50.8%) of the respondents have worked, respectively, 

less than six months, between six months and a year, more than a  year but less than two years, and longer than 

two years at their particular hotel. 

 

An inspection of the gender related composition of the sample shows that 10 (15.4%) were female and 55 

(84.6%) male.  In terms of age, 33 (50.8%), 20 (30.8%), 5 (7.7%), and 7 (10.8) of the respondents were from the 

ages groups 18 – 29, 30 – 39, 40 – 49, and over 50  years respectively.   

 

Regarding leadership styles, transformational and transactional leadership styles were found to be positively and 

significantly correlated (p-value = 0.000); conversely, transformational leadership was negatively and 

significantly correlated with Laissez faire leadership (p-value = 0.000) while transactional leadership had no 

significant relationship with Laissez faire.  When considering job satisfaction and job performance, it was found 

that both are positively and significantly correlated with transformational (respectively, p-values = 0.000 and 

0.010) and transactional (respectively, p-values = 0.000 and 0.004) leadership styles.  Laissez faire leadership, on 

the other hand, was correlated with neither job satisfaction nor job performance.  Moreover, job satisfaction and 



job performance for the entire sample were positively and significantly correlated; p-value = 0.000.  A 

correlation table summarizing these results is found in Table 1.   

 

When considering which leadership style was predominate, transformational leadership was shown to be the 

most widely used followed by transactional and then Laissez faire as seen by their respective scores (as based on 

a 5-point Likert scale):  M = 3.97, SD = 0.62; M = 3.51, SD = 0.42; and M = 1.77, SD = 0.59.  Fifty-five 

respondents identified their supervisors as transformative and 9 did so as transactional.  See Table 2 for sample 

mean and standard deviation descriptions for leadership styles as well as job satisfaction and job performance.   

 

As described earlier, the leadership style experienced by a respondent was determined by which leadership style 

received the highest score (an aggregation of the pillars and indicators of each style) based on 5-point Likert 

scale responses.  As such, it was revealed that 55 of the respondents (86%) had transformational supervisors and 

9 (14%) transactional.  No respondent had a laissez faire supervisor.  Note that one respondent scored his / her 

supervisor as being equally transformative and transactional.  Means and standard deviations for the identified 

transformative and transactional leaders were, respectively, M = 4.13, SD = 0.48 and M = 3.48, SD = 0.49.  

When comparing the strength (or score) of the two leadership styles, it is shown that transformational leadership 

is significantly stronger than transformational; p-value = 0.004.  This result suggests that transformative 

supervisors are more transformative in nature than transactional supervisors are transactive.   

 

Table 1.  Correlations Between Transformation, Transaction, Laissez-faire Leadership, JS and JP 

  Transform 

Leadership 

Transact 

Leadership 

Laissez-faire 

Leadership 
JS JP 

Transform 

Leadership 

Pearson 1     

Sign. (2-tailed)      

Transact 

Leadership 

Pearson .653* 1    

Sign. (2-tailed) .000     

Laissez-faire 

Leadership 

Pearson -.445* -.055 1   

Sign. (2-tailed) .000 .661    

Job 

Satisfaction 

Pearson .559* .552* -.233 1  

Sign. (2-tailed) .000 .000 .057   

Job 

Performance 

Pearson .310* .348* .008 .512* 1 

Sign. (2-tailed) .010 .004 .948 .000  

* Significant at 0.01 significance level 

Source:  authors’ calculations 

 

Table 2.  Transformative,Transactional and Laissez-faire, JS, and JP Means and Standard Deviations 

 Transform 

Leadership 

Transact 

Leadership 

Laissez-faire 

Leadership 
JS JP 

Mean 3.90 4.12 2.47 3.97 4.62 

Std. Dev 0.68 0.58 0.77 0.60 0.42 

Source:  authors’ calculations 

 

One final t-test further supports the narrative of the relative dominance of the transformational leadership style in 

this study.  When using a t-test to compare the differences in leadership scores among respondents (for example, 

calculating how much greater the transaction score was versus transformative for transactional supervisors and 

vice versa), it was seen the there was a significantly greater difference in transformative supervisors (0.64; 

meaning that, on average, respondents scored their supervisors 0.64 points more transformative than 

transactional) than transactional supervisors (0.24); p-value = 0.000.  

 

A t-test was employed to gauge if respondents working in a transformative as opposed to transactional 

environment performed better.  An initial analysis comparing job performance of the 55 respondents with 

transformational versus transactional supervisors did not reveal a significant difference.  A more nuanced or 

focused analysis, however, did produce a significant difference.  When comparing the nine most transformative 

supervisors (selecting nine so that the number matches the number of transactional supervisors) against the nine 

transactional supervisors, it is seen that job performance is significantly higher for respondents with a 

transformative supervisor; p-value = 0.025.  Additionally, an analysis of the ten indicators comprising JS 

revealed that seasonal workers were significantly more satisfied with their working conditions when part of a 

transformative rather than transactional environment (p-value = 0.0743). It can be said, then, that Hypothesis 1 is 

partially supported. 

 



Job performance was also evaluated in relation to mode of employment, seasonal or full-time status.  Associated 

means and stand deviations for job performance reported by seasonal and full-time employees were, 

respectively, M = 4.78, SD = 0.36 and M = 4.54, SD = 0.43.  A t-test comparing the seasonal (42 respondents) 

and full-time (23 respondents) employees found that full-time employees significantly reported themselves to be 

performing better; p-value = 0.0182.  These results support Hypothesis 2. 

 

As previously noted, a positive and significant relationship was found between job satisfaction and job 

performance; p-value = 0.000.   As such, support for Hypothesis 3 is found. 

 

Regression analyses were performed to determine the influence of leadership style and job satisfaction on job 

performance; job performance was the dependent variable and leadership style and job satisfaction were the 

independent variables.  Said analysis was applied to this study’s identified transformational and transactional 

respondent groups.  Interestingly, the regression analyses results were strikingly different for the 

transformational and transactional groups.  While job satisfaction was significant and leadership style 

(transformative) was not in terms of influencing job performance in the transformation group, the opposite was 

the case for the transactional group.  In this case, job satisfaction was not significant but leadership style 

(transactional) was in terms of influencing job performance.  In other words, job satisfaction is significant in 

influencing job performance in a transformational leadership environment, but not in a transactional one.  

Likewise, leadership style is significant in influencing job performance in a transactional leadership environment 

whereas that is not the case in a transformative one.  Support for Hypothesis 4 was found in the transformative 

leadership group, but not the transactional one. 

 

Further analysis pertaining to leadership styles, job satisfaction, and job performance uncovered some interesting 

findings.  As previously reported, job satisfaction and job performance are significantly correlated for the entire 

sample.  But when observing the relationship between job satisfaction and job performance in this study’s two 

leadership groups (transformational and transactional), one finds that there is not a significant relationship  

between JS and JP for the transactional group but there is for the transformational group.  Additionally, when 

comparing JP of seasonal employees found in the transactional and transformational groups, one does not find a 

significant difference. 

 

Conclusions  
 

This study has set the foundation for uncovering nuances pertaining to the Service-Profit Chain as it pertains to 

leadership style and job performance in seasonal hotels, providing a finer level of detail by distinguishing effects 

of leadership style on Service-Profit Chain theory.  

 

Confirming prior work pertaining to leadership and job performance, this study found that, indeed, in a seasonal 

hotel setting, leadership influences JP (as seen by the positive and significant correlations; Table 2).  But, in an 

apparent contradiction to extent research, this study and it seasonal setting found no significant difference in JP 

between employees in a transformative or transactional setting.  But, upon closer inspection, this contradiction 

faded as a significant difference in job performance for employees in transformative and transactional did exist 

when only the most transformative instances were used in the analysis. 

 

When examining JP from the standpoint of mode of employment, as expected, full-time employees scored 

significantly higher than seasonal workers.  Furthermore, when considering only seasonal employees, leadership 

style was not shown to impact JP. In other words, among seasonal workers, neither transformational nor 

transactional leadership produced better JP. 

 

Finding for support of Service-Profit Chain theory, this study found that a positive and significant relationship 

exists between JS and JP.  Interestingly, this relationship holds across various groups (or sub-samples) within 

this study, including seasonal workers, full-time employees, and employees with transformative supervisors, but 

it does not hold for employees in a transactional environment.  To be clear, JS and JP are not significantly 

correlated for employees in a transactional environment.   

 

In a final consideration of the Service-Profit Chain, this study found support for it in seasonal hotels when a 

transformational environment exists.  In this situation, JS moderates leadership style (transformational in this 

case) and JS significantly influences JP while leadership style (transformational) does not.  But, in a twist to 

Service-Profit Chain theory, JS does not moderate leadership style in a transactional setting.  In this instance, JS 

does not significantly influence JP, but, instead, leadership style (transactional) does. 

 



When attempting to explain this twist in Service-Profit Chain pertaining to leadership styles, this study’s authors 

find it useful to consider the characteristics of seasonal front-desk hotel employment.  Employees in a 

transactional environment need or are used to managers watching them and/or telling them what to do.  As such, 

transactional employees’ JP is relatively dependent on their managers’ oversight.  Transformational employees, 

on the other hand, are left more to their own devices.  Transformational managers do not monitor their 

employees as much; consequently, JS drives their JP and not their supervisors’ leadership / oversight.  The idea 

is that transformational leaders provide an environment for their employees to be relatively more satisfied in 

their jobs and it is this satisfaction (that employees experience on a daily bases – they do not encounter their 

managers as often) that drives JP. 

 

From a practical or application standpoint, this study suggests that hotels hire full-time employees as their JP, 

vis-à-vis seasonal employees, is better.  But, given their business models, seasonal hotels do not have the luxury 

to do so.  In order, then, to make the best of the situation, seasonal hotels are suggested to attempt to foster 

transformative environments for their front-desk employees.  Recall that this study found that the most 

transformative supervisors produced significantly better (in terms of JP) employees than transactional ones.  

Moreover, seasonal employees working in a transformative environment perceive their working conditions to be 

better than do their transactional counterparts.  This study also found that JP is positively and significantly 

correlated with JS for seasonal workers, full-time employees, and transformational environments.  In a 

transactional environment, however, this is not the case.   

 

A possible alternative interpretation of this study’s results, however, is that the Service-Profit Chain, in its 

original form, is not entirely applicable to seasonal hotels employing transactional leadership.  It might be the 

case that, while transactional leadership does not produce the same levels of JP as transformational leadership, 

transactional employee’s JP is sufficient (recall that a significant difference did not exist when considering the 

whole and not strongest transformative leaders against transactional ones) for the hotel’s business model.  It 

could be the case, for example, that transactional leadership might be appropriate and acceptable in three-star 

properties.  This is left for further research. 

 

Limitations and Future Research 

 

The primary limiting factor in this study concerned its sample size.  Gaining access to respondents proved 

difficult as a number of hotels choose not to participate.  A more robust study would include a more 

comprehensive set of respondents.  In terms of future research, adding to the above suggestion of acceptable 

levels of JP among hotel categories and in addition to expanding the sample, the authors would suggest a 

longitudinal study where survey participants would be polled pre-season, mid-season, and post-season.  Such an 

effort might uncover yet unseen relationships between JS, JP, and leadership styles.  Additionally, JP scoring 

was self-reported in this study; changing this methodology to a supervisor-evaluation approach might allow for 

an enhanced understanding of SPC links.  Finally, consideration of the influence of leadership style and JS on 

employee turnover in seasonal hotels represents an avenue of related and valuable research. 
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