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Introduction 
 
 This paper aims to provide evidence for the relationship between productivity and 
quality in the hospitality sector. Both variables are crucial to the competitive and value 
creation processes of any firm, and especially important for the establishments in the 
hospitality sector, given its current and structural characteristics. 
 Although most studies consider either quality or productivity aspects, in the last few 
years some authors analyzed the relation between both variables in a more or less explicit 
way and from different points of view (traditional versus modern perspective, integrated 
perspective, strategic perspective, etc.). In the specific case of hospitality sector, very few 
empirical studies analyze explicitly the relationship between quality and productivity. 

In order to analyze this relationship empirically, we adopted –according to the 
literature- a strategic approach for the treatment of quality, based on the concept of total 
quality. We chose labor productivity as a representative measure of productivity in the 
hospitality sector, due to its consideration as a labor-intensive industry. For this purpose, we 
drew data from a database generated for the project “Quality, Productivity and 
Competitiveness in the Andalusian Hospitality Industry: a Microeconomic Analysis” 
(PO7/SEJ-02889). 
 

Theoretical model 
 
 We specified and estimated a production function, under the assumption that 
technology is common across our hotel sample. This is represented by the following Cobb-
Douglas production function: 
 
 Y = A · (Kα · Lβ) [1] 
 

Using logarithms in both sides of the equation, it can be written as follows: 
 
 ln Y = ln A + α ln K + β ln L [2] 
 
 In order to analyze the impact of quality on labor productivity, we need to include 
quality variables in equation [2]. To do so, following Görg, Hanley and Strobl (2008), we 
considered that quality –defined by the point of view of total quality- has a direct impact on 
the establishments’ total-factor productivity (A). This is so because total quality management 
(TQM) leads to an optimization of the production process and improves efficiency. Such a 
change in the establishments’ production function can be represented as follows: 
 
 ln A = A (Q) = π + φ Q [3] 
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Substituting with [3] in [2], subtracting ln L in both sides of the equation and adding a 

vector X of additional determinants of productivity (related to the characteristics of the 
establishments) and an error term, we obtain: 
 
 ln Y – ln L = π + φ Q + α ln K + (β – 1) ln L + γ X + ε [4] 
 

The main hypothesis of this paper is to determine whether the coefficient of the 
quality variable Q is statistically higher than zero (H0: φ > 0). To do so, we included different 
quality variables in the estimated equation. Five quality variables were calculated, following 
the EFQM Excellence Model as a paradigmatic management model. These variables 
correspond to each “enabler” of the model: Leadership, People, Strategy, Partnership and 
resources and Processes, products and services. Additionally, we calculated a global quality 
variable that reflects the joint effect of the five variables. 
 

Estimation and results 
 

The estimation results show a positive impact of the variables Strategy and Processes, 
products and services on labor productivity. Moreover, we found a direct and significant 
effect of quality (global quality variable) on labor productivity. The estimates related to the 
production factors and the establishments’ characteristics are consistent with other studies, 
such as Marchante and Ortega (2010). 
 

This result confirms the validity of the EFQM Excellence Model and suggests that the 
implementation of total quality management (TQM) systems, or the adoption of the TQM 
principles, have a positive impact on hotels’ labor productivity. Thus, in order to improve the 
establishments’ labor productivity, we suggest that managers work on the different aspects of 
the model, given that, for instance, in terms of leadership or strategy, there is still enough 
room for improvement. 
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