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ABSTRACT 

 

 

The main objective of this study is to investigate the structural relationships between 

human capital (HC), innovation practices (IP), and restaurant performance (RP) in 

Malay restaurants. The aim is to identify the influence of human capital on how 

innovation practices would be used for restaurant growth, profitability, and 

sustainability. Besides that, this study examined how the mediating effect of innovation 

practices after receiving the influence of human capital eventually affects restaurant 

performance. This research utilized purposive or judgemental sampling. The data was 

collected through questionnaires answered by 507 respondents from the top 

management of sampled Malay restaurants (owners, managers, and assistant 

managers). After a thorough analysis, this study eventually revealed that human capital, 

innovation practices, and restaurant performance are valid constructs. Furthermore, 

findings also revealed that there are relationships between human capital and restaurant 

performance, innovation practices, and performance, as well as human capital and 

innovation practices. Additionally, this study found that innovation practices mediated 

human capital and restaurant performance. The relationship between human capital, 

innovation practices, and restaurant performance was validated through Structural 

Equation Modelling (SEM). Based on the confirmed analysis, restaurant performance 

can be achieved through the decision of human capital to apply innovation practices in 

Malay restaurants. These findings are essential to the Malay restaurants especially in 

Malaysia to assess the benefit of using innovation practices as well as the experience 

and education in human capital. This study also discussed the limitations and future 

research.   
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CHAPTER ONE 

INTRODUCTION 

 

 

1.1 Introduction 

 

This chapter provides an overview of the study. The study includes all sections 

that need to be acknowledged. It encompasses the background of the study, the problem 

statement, the research objectives, the research questions, the study framework, and the 

significance of the study. 

 

1.2 Background of the Study 

 

There is no doubt out of many sub-sectors in the Hospitality and Tourism industry, 

foodservice is becoming one of the fastest-growing industries in the world (Bosch & 

Fletcher, 2019). Due to the rapid development of new technology in this industry, it 

provides better service and products for consumers. According to Gheribi and Bonadonna 

(2019), foodservice can effectively help in developing the local economy and increase the 

level of competitiveness in local areas. Unnevehr (2017) also reported in the Committee 

of Economic Development that foodservice contributes to the economic development in 

European countries This industry provides a stable source of income by engaging locals to 

a higher rate of employability. Furthermore, foodservice industry has opened up a million 

job opportunities to the locals working in restaurants, bars, and cafes in Europe (Gheribi 

& Bonadonna, 2019). These opportunities have been supported by technology 

enhancement in the area to be applied to business organizations. Other than that, the 

changes in technology development and market competitiveness have influenced 

foodservice handlers to use innovation practices as their alternative implementation for 

growth and sustainability in improving their businesses (Nguyen & Nguyen, 2013). This 

factor also influences business managers to adapt human capital in their innovation so that 

it can be practical as well as help to create a bigger platform in strengthening the restaurant 

business organizations (Cinnirella & Streb, 2017; Pece, Simona, & Salisteanu, 2015).  

In addition, human capitals provide skills, experience, and knowledge possessed 

by an individual that can be useful to develop organizations and the country itself. This is 


