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Abstract
Delivering value for customers has become a central theme in business. The paper examines customer value from two perspectives, i.e.
that of service provider and that of the customer. A total 231 managers and 385 customers responded to the survey. The results indicate
that managers’ perception of customer value is different to what customers’ experience as customer value. The differences persist across
different classes of hotels. These results suggest there is a need to align management and customer perspectives to optimize customer
value as delivered and experienced. Speciﬁcally, hotels should invest in customer understanding and customer linking activities.
Crown Copyright r 2007 Published by Elsevier Ltd. All rights reserved.
Keywords: Customer value; Service quality; Hospitality industry; Business hotels

1. Introduction
The study of customer value has become one of
increasing interest to researchers and managers (Slater
and Narver, 2000), and is regarded as the next source of
competitive advantage (Woodruff, 1997). Customer value
and service quality have also been of great interest to
hospitality researchers (Ekinci et al., 2003; Oh, 1999; Kim
and Oh, 2004). The main responsibility of hoteliers is the
delivery of quality service to customers (Su, 2004). Choi
and Chu (2001) suggest that to be successful in the
industry, hoteliers must provide superior customer value
and this must be done continuously and efﬁciently. In
addition, hoteliers need to put more emphasize in improving the quality of their services offerings and in ensuring
that the needs and expectations of their guests are being
met (Haywood, 1983). This especially true because the
hotel sector is highly competitive and is central to the
success of the tourism industry.
Service provision can be viewed from two different
perspectives: that of the service provider or that of the
customers and the perspectives would be expected to differ.
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That is, gaps might arise between expectation and actual
performance, and differences between perception of the
service by the service provider and service receiver (Saleh
and Ryan, 1991). Speciﬁcally, in the hotel industry, there
are some problems involved in the evaluation of service
provision. Some customers may perceive a service as being
comparatively unimportant while for others it is critical.
Management has to optimize under such conditions and
may place signiﬁcant importance upon the tangible
components of the hotels such as good décor, etc. (Hartline
et al., 2003) to cover for the diversity of their clients.
Previous studies have examined customer value from the
customer’s perspective (Sanchez et al., 2005) or the
provider’s perspective (Eggert and Ulaga, 2002; Liu et al.,
2005) but rarely has research sought to achieve both
perspectives in a single study, in particular in the
hospitality and tourism sectors. There are several studies
in this area that had been published in the hospitality and
tourism context mainly related to service quality topics (see
Baker and Crompton, 2000; Bigne et al., 2005; Ekinci and
Riley, 2001; Weiermair and Fuchs, 1999). This research
seeks to achieve this, i.e. customer value as seen by the
provider and also as seen by the customer. In other words,
the paper seeks to investigate different perceptions of
customer value between managers and customers in hotel
establishments.
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The context of this study is an important component of
the tourism industry in Indonesia namely the hotel sector.
The main reason for choosing the hotel industry as the
research context is that the tourism industry has become an
increasingly important sector as a foreign exchange earner
in Indonesia (Blueprint of Indonesia Tourism Marketing,
2003). This is because the tourism industry is considered to
hold the best prospect for contributing to the Indonesian
economy. The main objective of the Indonesian tourism
industry is ‘‘making Indonesia as the most popular tourism
destination in the South East Asia region’’ (Blueprint of
Indonesia Tourism Marketing, 2003). This indicates that
the Indonesian tourism industry plays an important role as
a foreign exchange earner.
2. Conceptual background
2.1. Defining customer value
The concept of value has been applied in various ﬁelds
such as economics, social science, accounting, ﬁnance,
strategy, product management, information system, marketing (Huber et al., 2001; Ulaga and Chacour, 2001) and
in tourism research (Sanchez et al., 2005). It is considered
an abstract concept (Weinstein and Johnson, 1999); hence,
its interpretation varies according to the context (Sweeney
and Soutar, 2001). Holbrook (1999) deﬁnes customer value
as ‘‘an interactive relativistic preference experience’’ (p. 5).
Zeithaml (1988, p. 3) identiﬁes four diverse meanings of
value: (1) ‘‘value is low price, (2) value is whatever one
wants in a product, (3) value is the quality that the
consumer receives for the price paid, and (4) value is what
the consumer gets for what they give’’. In a parallel vein,
Flint et al. (1997) suggest that value can be classiﬁed as
values, desired values, and value judgments. The notion of
value judgment is the customer’s assessment of what has
happened (beneﬁts and sacriﬁces). This implies that value is
a process of interpretation of what the customer feels
concerning the product or service consumed, relative to the
sacriﬁces (generally price or time). Patterson and Spreng
(1997) point out that customer value in the marketing
literature is generally deﬁned from the consumer’s perspective. In the tourism sector context, Sanchez et al. (2005)
investigate the value perceived by customers in general, and
tourists in particular. Speciﬁcally, they investigate the
consumption and purchase experiences of the tourists.
In analyzing these deﬁnitions, there are two common
themes in most deﬁnitions of value: the notions of ‘‘tradeoff’’ and ‘‘beneﬁt-sacriﬁces’’. Trade-off can be interpreted
as a difference between beneﬁts and sacriﬁces. That is,
customer value is created when the customer perceives that
the beneﬁt of consuming products/services exceeds the
sacriﬁces (Slater and Narver, 2000). In the narrow
perspective, beneﬁt is identiﬁed as quality, while sacriﬁce
is represented as a price. This interpretation reﬂects that
value is emphasized as a monetary conceptualization
(Sweeney and Soutar, 2001). This narrow perspective is
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criticized as too simplistic and only reﬂects one dimension
of the perceived beneﬁts and sacriﬁces bundle (Sweeney
and Soutar, 2001). Hence, the concept of value needs to
include the total bundle of beneﬁts and sacriﬁces including
both monetary and non-monetary aspects. Bolton and
Drew (1991) argue that deﬁning value as a function of
quality is not enough. It is argued that perceived beneﬁt
should be considered as some combination of physical
attributes, service attributes, technical support, competence, experience, and social rewards (Petrick, 2002; Walter
et al., 2001).
For the purpose of this study, customer value is deﬁned
as a trade-off between total perceived beneﬁts and total
perceived sacriﬁces. The term perceived is suggested to
reﬂect the experiential view, in which it is believed that
value judgment is dependent upon the consumers’ experience. This study adopts the Sweeney and Soutar (2001)
scale and the Petrick (2002) scale. The Sweeney and Soutar
(2001) scale consist of four components of quality, price,
emotional value, and social value. The Petrick (2002) scale
consists of ﬁve components: behavioral price, monetary
price, emotional response, quality, and reputation. The
components of customer value in this study are reputation
for quality, value for money, and prestige. Reputation for
quality captures the notion of quality and reputation and
to some extent emotional value. Value for money can be
viewed as comparing the beneﬁts and sacriﬁces and
represents monetary valuation. Prestige captures the social
value of associating oneself with a product or a service
(hotel) and represents what the ‘‘important others’’ think
about the respondent for patronizing a given hotel.
2.2. The importance of customer value
Delivering superior value to customers is important for
business success (McDougall and Leveque, 2000; Spiteri
and Dion, 2004). The source of superior customer value
can be identiﬁed from organizational resources and
capabilities, such as human resource management, innovation, knowledge management, organizational culture and
structure (Mittal and Sheth, 2001; Walter and Jones, 2001;
Weinstein and Pohlman, 1998). For hotels to deliver
superior customer value, i.e. provide the best quality, best
prices, and best service, they should view themselves as
value-producing entities (Weinstein and Pohlman, 1998).
This requires best practice and of innovative thinking at all
levels in the organizations (Knox, 2002), valuable core
competencies (Walter et al., 2001), mission, strategy, and
systems (Dummond, 2000).
Providing superior customer value has a positive impact
on stakeholders, i.e. customers (Eggert and Ulaga, 2002;
Oh, 1999; Woodruff, 1997), employees, and shareholders
(Mittal and Sheth, 2001). Organizations with a strong
commitment to delivering of superior customer value
would beneﬁt from a supportive corporate culture that
focuses on customers’ expressed and latent needs (Narver
et al., 2004). Superior customer value has been associated
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with superior ﬁnancial performance (McDougall and
Leveque, 2000); strong customer orientation (Gowan
et al., 2001) and customer satisfaction (Eggert and Ulaga,
2002; Oh, 1999; Woodruff, 1997). Satisﬁed customers are
more likely to repurchase the product/services (Baker and
Crompton, 2000; Patterson and Spreng, 1997; Oh, 1999),
and spread positive word of mouth (Petrick, 2002). In the
long-run, organizations that are successful in maintaining
delivery of superior value build customer loyalty (McDougall and Leveque, 2000) and customer retention (Flint
et al., 1997) both of which drive up shareholder value
(Mittal and Sheth, 2001).
2.3. Customer value: managers’ expectations and customers’
experiences
From a managerial perspective customer value has to be
planned for, resources deployed to achieve the desired level
and personnel put in place to implement the plan. For the
customer value is a lived experience and is generally a trade
off between beneﬁts and costs. In the hotel industry value is
delivered through a number of vehicles including quality of
rooms, atmospherics of the hotel, meals and recreational/
sporting facilities. Thus, value is a bundle of tangibles and
intangibles and differs in conﬁguration across individuals.
There are reasonable grounds to expect differences between
management’s evaluation of customer service and what
customers actually experience. Fundamentally, the difference is due to the fact that for managers customer value is a
business product to be delivered to customers while for the
customer this is a service to be experienced (Parasuraman
et al., 1985, 1988). An important source of additional
difference is communication. Hotels may aim at conveying
a speciﬁc image and raise a certain level of expectation. The
hotel guests may perceive and interpret this differently.
This is consistent with Tsang and Qu (2000) who note the
perceptions of tourists and hotel managers in the hotel
industry differ due to differences in expectations of quality
of service.
The process of delivering customer value in a hotel setting
involves three parties, i.e. employees, managers, and
customers (Gowan et al., 2001; Hartline et al., 2003);
consequently, there are possibilities of errors in the complex
and highly interactive service delivery process (Gowan et al.,
2001). Since for managers customer service is a product, the
customers’ experience should be seen as the primary
guideline of the quality of customer value hence hotel
manager must be attuned to ‘‘listening to the customer’’
(Coyle and Dale, 1993). Speciﬁcally, Shoemaker and Lewis
(1999) suggest that management should do informal
research, i.e. ‘‘managing by walking around’’, and formal
research on customer needs and customer expectations.
There is additional pressure management in providing
superior customer value consistently in that there needs to
be effective human resource practices need to be in place.
The hotel classiﬁcations across many countries are
predicated by differences in customer value. While a

number of factors are included in hotel classiﬁcations, at
the most basic these are aspects that differentiate hotels by
customer value. Higher classiﬁed hotels are expected to
provide superior customer value through better quality of
services and facilities as compared to lower classiﬁed ones.
Top class hotels or prime hotels which include ﬁve star
hotels may also provide world-class facilities, such as
quality restaurants, modern swimming pools, health clubs,
special needs rooms, non-smoking rooms, and conference
and meeting facilities among many other services. Standard
hotels consisting three and four star hotels; whereas budget
hotels consist of one and two star hotels may provide
standard facilities. Hotel classiﬁcation serves to provide
uniform expectations and higher classiﬁed hotels can
charge a higher price for the same product such over night
rates, liquor and food. This is because they are seen as
justiﬁed on the basis of customer value, heavier investment
and superior training of staff. The ﬁndings of Cadotte and
Turgeon (1988) study indicate that the atmospherics of
hotel lobbies, and quality of food are the key factors in
guest satisfaction. In addition, cleanliness of hotel rooms,
quality of service, employee knowledge and service, and
quietness of surroundings were found to be important
factors of hotel guests’ satisfaction. This leads to the
following hypotheses.
H1. Different classes of hotels deliver signiﬁcantly different levels of customer value as seen by the managers and
the pattern of differences is hypothesized to be:
(a) Reputation for quality: Prime hotel are perceived to
have higher reputation for quality than standard hotels
which in turn are considered to be higher than budget
hotels.
(b) Value for money: Standard hotels are perceived to be
better value for money than prime hotel and budget
hotels.
(c) Prestige: Prime hotel are perceived as more prestigious
than standard hotels which in turn are considered more
prestigious than budget hotels.
Using the same logic one can extend the argument
to customers. Customers in higher classiﬁed hotels
perceive themselves as receiving higher customer value
than those in lower classiﬁed hotels. This is logical as
one cannot see any logic in anyone paying higher hotel
tariffs for inferior value. Thus, higher classiﬁed hotels are
likely to provide better value both from managers and
customers’ perspectives. Thus, the following hypotheses are
postulated.
H2. Different classes of hotels deliver signiﬁcantly different levels of customer value as seen by the their customers
and the pattern of differences is hypothesized to be
(a) Reputation for quality: Prime hotel are perceived to
have higher reputation for quality than standard hotels
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which in turn are considered to be higher than budget
hotels.
(b) Value for money: Standard hotels are perceived to be
better value for money than prime hotel and budget
hotels.
(c) Prestige: Prime hotel are perceived as more prestigious
than standard hotels which in turn are considered more
prestigious than budget hotels.
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(b) Managers and customers at standard hotels perceive
signiﬁcantly different levels of customer value.
(c) Managers and customers at prime hotels perceive
signiﬁcantly different levels of customer value.

3. Methodology
3.1. Data

Previous studies have identiﬁed potential discrepancies
between management perception and customers’ actual
experience in the hotel industry. That is, managers overestimate the service they are providing (see Coyle and
Dale, 1993; Saleh and Ryan, 1991; Tsang and Qu, 2000).
In addition, managers are likely to have high expectations
for the level of service that the organization is providing
(Gowan et al., 2001). This implies that managers do not
have an in-depth understanding of customers’ expressed
and latent needs. Consistent with Tsang and Qu’s (2000),
we hypothesize that there are difference between customers’ experiences and management perceptions of the level
of customer value. More fundamentally, management
perception is really one thing: perhaps planned or emerging
customer value. On the other hand, customer value as from
the customer’s point of view is an experience; it is actual
and lived experience. This may lead to differences in
evaluating the same phenomenon.
H3. Managers and customers will differ in their evaluation
of customer value
(a) for reputation for quality
(b) for value for money
(c) for prestige
The delivery of services involves employees, managers,
and customers; this may create differences between the
perceptions of service delivered as seen by managers and
services experienced by customers (Gowan et al., 2001;
Hartline et al., 2003). These differences arise as a result of
lack of congruency between managers’ plans and how they
are carried out by employees. Differences between managers and customers could also arise from communication
(what managers planned to communicate) and the messages received by customers. Since employees have more
contact with customers (Gowan et al., 2001), the differences between managers and employees would further
exacerbate differences between managers and customers
(Coyle and Dale, 1993; Tsang and Qu, 2000). Therefore,
customers and managers are expected to evaluate delivered
customer service. Accordingly,
H4. Managers and customers at the same class of hotel
perceive signiﬁcantly different levels of customer value.
(a) Managers and customers at budget hotels perceive
signiﬁcantly different levels of customer value.

This research employed two self-administered questionnaires: one for hotel managers the other for hotel guests.
To capture the information from hotel managers, all
classiﬁed hotels from 29 provinces across Indonesia were
included. In total, 247 out of 801 hotels responded to the
research. The number of useable questionnaires was 231,
which provided the ﬁnal effective response rate of 29%.
The responses covered almost all of the provinces in
Indonesia suggesting the sample was adequately representative of the population. The sample of hotel guests was
collected from hotels in Java. Seven hotels participated in
this guest study. The hotels were selected in such a way as
to parallel the proportions in the managers’ sample.
Approximately, 50 questionnaires for hotel guests were
distributed to the seven participating hotels, and then with
the assistance of the hotel managers, the questionnaires
were distributed directly to the hotel guests. Within a
month the researcher picked up the completed questionnaires. The number of respondents who participated in the
customer survey was 385.
3.2. Measures
Sweeney and Soutar (2001) developed and empirically
tested a measure of perceived value. While the Sweeney and
Soutar (2001) scales have been applied to measure of
tangible product, Petrick (2002) suggests that there is a
need for a different scale to be developed for measuring the
perceived value of a service. This study applies the
perceived value scale developed by Petrick (2002) to
measure the perceived value of service in the hotel sector.
Initially, the components of customer value in this study
consist of quality, emotional value, monetary price, nonmonetary price, reputation, and social value (there were a
total of 18 items). Respondents were asked the extent to
which they agree or disagree with each of the statements.
The scales ranged from ‘strongly disagree’ (1) to ‘strongly
agree’ (7). The exploratory factor analysis results provide
different pattern of loadings for the components of
customer value to the original ﬁve factors. This study
suggests that factor 1 (reputation) and factor 2 (quality) be
combined and named ‘‘reputation for quality’’. The other
factors were renamed as ‘‘value for money’’, and prestige
(see Appendix 1). The original factor structure was
abandoned because of lack of discriminant validity and
the factors presented in this study appear to capture the
essence of the ﬁve factors.
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3.3. Psychometric properties

level of reputation for quality as seen by managers is higher
for prime hotels than for standard hotels which in turn is
signiﬁcantly higher than budget hotels. Thus, H1a is
supported. The same pattern of results is found for value
for money and prestige; these results support H1c; while
H1b was not supported. The results for prestige and
reputation for quality are consistent with received knowledge; the results for value for money are rather interesting.
One would normally associate value for money with budget
hotels and to some extent standard hotels but not with
premium hotels. Thus, perhaps despite the generally higher
rates for accommodation and meals, the premium hotels
are still perceived as good value for money by managers
and patrons.
When the results are looked at from the customers’
received customer value, customers indicate they receive
superior value at prime hotels which is signiﬁcantly better
than in standard hotels which in turn is higher than budget
hotels for reputation for quality. The pattern of results is
the same for value for money and prestige. The results
support H2a and H2c; while H2b was not supported. These
results are a mirror image of the managerial perceptions.
This suggests that the classiﬁcation system of hotels
appears to discriminate on quality, value, and prestige.

All measures were shown to have acceptable psychometric properties. To establish discriminant validity across
the measures, the method suggested by Fornell and
Larcker’s (1981) was applied. This involves comparing
the covariances (between latent factors) and average
variance extracted (AVE) of the indicators of each
dimension of customer value for both the managers’.
Discriminant validity is established if the AVE is larger
than the square root of the covariance. The results
indicated that for both the managers and customer samples
showed discriminant validity for reputation for quality,
value for money and prestige are distinct constructs. This is
a more rigorous test of discriminant validity than the chisquare difference from imposing unit (1) on the covariances. The results are presented in Table 1.
4. Results and discussion
The results of hypotheses testing H1 and H2 are shown
in Tables 2 and 3. The aggregate measure of customer
value is used to discuss the average rating across the three
dimensions of customer value. The results indicate that the

Table 1
Internal consistency, square roots of average variance extracted, and correlation matrix for customer value
Managers

Customers

Internal consistency
1 Reputation for quality 0.92
2 Value for money
0.89
3 Prestige
0.88
2

1

2

0.77
0.67
0.56

0.73
0.44

3

Internal consistency

1

2

3

0.84

0.91
0.89
0.92

0.77
0.67
0.56

0.76
0.44

0.86

2/d.f.

¼ 2.324; GFI ¼ 0.928;
w ¼ 102.267; d.f. ¼ 44; w
AGFI ¼ 0.873; RMSEA ¼ 0.076

2

2/d.f.

w ¼ 160.965; d.f. ¼ 44; w
¼ 3.658; GFI ¼ 0.937;
AGFI ¼ 0.888; RMSEA ¼ 0.069

The ﬁgures along the diagonal and in bold are square root of the average variance extracted for each construct.The ﬁgures in the table are correlations.

Table 2
Perceptions of customer value as seen by managers across different hotel classiﬁcations
Hypothesis
Reputation for quality
Value for money
Prestige

H1a
H1b
H1c

Prime hotel, N ¼ 31
6.35
6.21
6.07

Standard hotel, N ¼ 133
5.83
5.94
5.32

Budget hotel, N ¼ 67

F-Ratio
***

Different sets

5.39
5.63
4.77

16.09
6.49***
14.69***

P4S4B
P4S4B
P4S4B

***

po0.001. P, prime hotel, S, standard hotel, B, budget hotel.

Table 3
Perceptions of customer value as seen by customers across different hotel classiﬁcations

Reputation for quality
Value for money
Prestige
***

Hypothesis

Prime hotel, N ¼ 65

Standard hotel, N ¼ 275

Budget hotel, N ¼ 45

F-Ratio

Different sets

H2a
H2b
H2c

5.18
5.07
4.73

5.06
4.96
4.69

4.07
4.01
3.79

31.01***
25.32***
15.02***

P4S4B
P4S4B
P4S4B

po0.001. P, prime hotel; S, standard hotel; B, budget hotel.
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Managers and customers appear to agree on these
differences across the hotel classiﬁcations. This led us to
ask the next question, i.e. whether managers and customers
in general signiﬁcantly differ in their evaluation of
customer value (H3) and to the next question whether
the differences, if any, persisted even if managers and
customers are evaluating the same class of hotel (H4).
Results in Table 4 show that in general the level of
customer value as seen by managers is higher than that
customers report they are experiencing. The managers’
score was approximately 5.76 out of 7; whereas, the
customer score was about 4.90 on the same scale the
differences were signiﬁcant. The differences for reputation
for quality (H3a) were signiﬁcant, for value for money
(H3b) and for prestige (H3c) were signiﬁcant. These results
show that in general managers are likely to overstate the
level of customer value delivered by their hotels while
customers are likely to under estimate the customer value
they experience or both phenomena are occurring simultaneously. In this situation one can argue that the perspective
of the business is less important and potentially biased
upwards. It can also be noted that the customer perspective
is probably the more important given that this may have
beneﬁts of positive word of mouth, willingness to revisit
and willingness to stay longer.
Table 5 shows that for budget hotels the managers had
much higher scores than customers for customer value
across all the hotel classiﬁcations. For reputation for
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quality, the differences were signiﬁcant and the differences
were largest for standard hotels. For value for money,
similar differences were found and the largest difference
was in the standard hotels. The same ﬁndings apply for
prestige. This indicates that all hypotheses arising proposition were signiﬁcantly different. The ﬁndings vary from our
expectations for value for money. The results show that for
both budget and standard hotels value for money was seen
by managers as the best customer value while for prime
hotels it was reputation for quality. Across all classiﬁcations prestige was seen by management as the least
important dimension of customer value. This was also
consistent with the results for customers. Prestige was
scored lowest. The differences were signiﬁcant. The
differences between managers and customers were signiﬁcant for reputation for quality across all classes of hotels.
Value for money was signiﬁcantly different between
managers and customers across all hotel classiﬁcation.
This was somewhat surprising as contrary to expectations
value for money was over rated by managers and under
rated by customers across all hotel classes. There is a clear
indication that customers thought budget hotels were
exactly what they expected. On the other hand managers
thought although they were running budget hotels, they
were providing customers with more value than customers
were paying for. From their perspectives, these customers
can be seen as more demanding relative to what they were
paying.

Table 4
Different perceptions on customer value as seen by managers and customers

Reputation for quality
Value for money
Prestige

Hypothesis

Manager, N ¼ 231

Customer, N ¼ 385

t-Value

Different sets

H3a
H3b
H3c

5.77
5.88
5.26

4.96
4.87
4.59

11.25***
13.90***
7.20***

Manager4Customer
Manager4Customer
Manager4Customer

***

po0.001.

Table 5
Different perceptions on customer value as seen by managers and customers
Hypothesis
Budget hotel
Reputation for quality
Value for money
Prestige

H4a

Standard hotel
Reputation for quality
Value for money
Prestige

H4b

Prime hotel
Reputation for quality
Value for money
Prestige

H4c

***

po0.001.

Manager

Customer

t-Value

Different sets

N ¼ 67
5.39
5.63
4.77

N ¼ 45
4.07
4.01
3.79

8.14***
9.15***
4.57***

Manager4Customer
Manager4Customer
Manager4Customer

N ¼ 133
5.85
5.94
5.35

N ¼ 275
5.06
4.96
4.69

9.37***
10.97***
5.82***

Manager4Customer
Manager4Customer
Manager4Customer

N ¼ 31
6.35
6.21
6.07

N ¼ 65
5.18
5.07
4.73

6.49***
7.47***
6.33***

Manager4Customer
Manager4Customer
Manager4Customer
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For managers of standard hotels, the average of
customer value was 5.83 out of 7 and for customers it
was almost 5 out of 7 and the differences were all
signiﬁcant (po0.001). These results lead to the acceptance
of H4b. The gap between management perceptions and
customer-received value is narrower for budget hotels,
managers still over-estimate the value they deliver and
customers perceive they are receiving less than the promise.
The biggest difference is on value for money. Managers
believe they are delivering as promised and customers
experience this as being less value than they are paying for.
For prime hotels, managers scores average about 6.33
out of 7 while those for customers average 5.09 out of 7.
Relative to standard hotels this is much wider difference
between managers and customers. The differences between
managers and customers across the three value measures
are signiﬁcant. This supports H4c. Managers think they are
delivering superior value and customers in general agreeing
they are receiving superior value relative to customers in
lower classiﬁed hotels. However, customers perceive
signiﬁcantly less value for what they are paying. There is
an indication of less satisfaction with the value received as
is shown by the greatest difference occurring for value for
money. The results clearly suggest there is a closer
alignment between value delivery and value experienced
in standard hotels. The differences are much wider in
premium hotels followed by budget hotels. In all cases,
probably, as expected managers believe they are delivering
higher customer value than customers say they are actually
experiencing. These results need to be interpreted cautiously given the context of this research. In Indonesia,
respondents (customers) are not likely to utilize the full
scale in responding to the questions, i.e. they are unlikely to
say I totally disagree or I totally agree when evaluating
experiences and expressing their feelings. Given the subtleties of the culture and language, one could suspect means
around 4 out of 7 appear to suggest unsatisfactory service
delivery. The guests were being polite but in fact the
customer value they received was poor. On the other hand,
values above 5 must be considered good given that higher
values are just as unlikely as low ones. The situation is very
different for managers who may be rewarded for achieving
high customer values and are more likely to use the full
scale. There were also a signiﬁcant proportion of managers
who were non-Indonesians especially those representing
multi-national hotel chains. In conclusion, the results
support all the hypotheses that arose from H3 and H4.
There are several reasons for the differences between
management and customers. The delivery of service is
usually not the direct responsibility of managers. They set
the performance standards, and supervise the staff to
achieve these targets but there is always a difference
between planned and delivered service. Ideally one would
like to involve the employees in the evaluation of customer
value delivered but this is problematic for several reasons.
The second source of differences could arise from promotional efforts of hotels. Again promotion is usually carried

out by an advertising agency and not necessarily consistent
with management expectations. Third, managers can
genuinely believe they are delivering superior customer
value relative to what the customers are paying. These
results suggest that hotelier may beneﬁt from research that
increases knowledge about customers, their needs and their
expectations. Finally, as noted by Slater (1997) customers
are increasingly more demanding and expect superior
customer value at ever lower prices. This is a result of the
high competition among hotelier and the availability of
alternatives.
5. Limitations and contributions
5.1. Research limitations
This study has a number of limitations. First, the
respondents from budget hotels were relatively small for
manager sample, and the results need to be interpreted with
some cautions. There was low response rate from this
category relative to the other hotels despite special effort
being made to the increase response rate. There may be a
need for additional strategies to motivate managers at the
low hotel classiﬁcation end to participate. Second, the
number of non-Indonesians both as managers and
customers was under represented and did not justify
further analysis hence the study should be interpreted as
presenting an Indonesian perspective as opposed to tourists
to Indonesia. Third, while an attempt was made to match
customers to hotel classiﬁcation, the results would have
beneﬁted if customers had come from the same hotels as
the managers. Attempts were made to match respondents
to hotel classiﬁcation but this should be considered a
limitation in interpreting the ﬁndings.
5.2. Research implications
This study highlights that the level of customer
value as seen by managers is higher than that experienced
by customers across all classes of hotels. The study also
indicates that managerial perceptions of customer value
are closely mirrored by customer-experienced value indicating the effectiveness of hotel classiﬁcation system.
The study was able to show that differences between
managers and customers are narrowest for standard hotels
and tend to widen for budget and prime hotels. These
ﬁndings suggest there is a need for more intimate understanding of the drivers of customer value through market
research and other information gathering and analysis
procedures.
This study makes a number of contributions to the study
of customer value. First, previous studies mostly examined
customer value from customers’ perspective. There has
been little empirical research that examines customer value
from two the perspectives of the organization and
customers. This research approaches customer value from
two distinct but complementary perspectives, i.e. that of
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the service provider and that of the customer. This was
achieved through carefully matching respondents across
hotel classiﬁcations. However, since the customer responses were not from identical hotels as management
responses, this could be seen as a limitation of the study.
However, this weakness must be seen from the point of
view that the customer respondents came from across
Indonesia thus representing potential respondents well.
Second, the study develops new measures of customer
value, i.e. reputation for quality, value for money and
prestige in the context of the hospitality industry
in a developing economy. These measures have robust
psychometric properties and appear to capture the ﬁve
construct conceptualizations of previous researchers.
5.3. Managerial implications
From a managerial point of view, the results suggest that
hotels should invest in customer understanding and
customer linking activities. This would permit alignment
of service provision to customer expectations. Managers
across different hotel classiﬁcations appear to score their
hotels consistent with classiﬁcation. This pattern is closely
mirrored by customer ratings of customer value across
hotel classiﬁcations. However, a hotel that could provide
extra customer value may beneﬁt from positive word of
mouth and may gain a competitive advantage. Hotel
managers must seek to achieve high levels of customer
satisfaction while taking into account the ﬁnancial
implications. This study arrives at unexpected conclusion
about differences in managers and customers evaluation of
hotel classes for value for money, i.e. that managers in
higher classiﬁed hotels believed they offered value for
money and those in lower classiﬁed hotels felt the same, i.e.
that they provided less value for money. The same result
was found for customers (guests). This implies that
obtaining a higher hotel classiﬁcation is desirable as it is
positively associated with customer value. The ﬁndings also
conﬁrm the notion that managers tend to over-estimate the
customer value they deliver while customers under-estimate
the customer value they experience and potentially both
tendencies may be simultaneously occurring. While the
drivers of customer value were not investigated in this
study, managers need to understand these to ensure they do
not over-invest in resources and capabilities that do not
contribute to customer value from the customer’ perspective. The implication for managers is that a better
understanding of customers, their needs and expectations
would assist is bridging the gap in perceptions of customer
value. We suggest that investment in research to understand customers is a good investment. We encourage
managers to adopt the customers’ perspective as a useful
guide to resource deployment and a potential source of
sustainable competitive advantage. That is managers
should actually invest in research to identify customer
value, customer needs, the drivers of customer value, and
invest resources appropriately.
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5.4. Industry implications
As has been mentioned previously, the Indonesian hotel
industry—as a part of the tourism sector—plays signiﬁcant
role as a foreign exchange earner. The results suggest that
hotels having higher level classiﬁcation provide higher level of
customer value as seen by managers and customers. Therefore, the government and hotels associations are encouraged
to improve standard quality of hotel services across different
hotel classiﬁcations. In this instance, each hotel classiﬁcation
seems to provide uniform quality of hotel services for different
target markets. While there are signiﬁcant differences between
customers and managers, the results are consistent across
hotel classiﬁcations. From an industry perspective, it appears
more economical to invest in higher classiﬁed hotels as this
may generate higher receipts. However, balance in classes
needs to be maintained to cater for the different market
segments and in accordance with rises in incomes.
Furthermore, while the sample size and the approach to
data analysis indicate these ﬁndings are robust, there is
always a lingering question as to whether these results are
generalizable or are country speciﬁc. We believe Indonesia is
a big tourist market and our ﬁndings may be representative
of that market. However, we urge other researchers to
replicate the study in other countries and especially to use
the measures developed in this study to test their robustness.
Appendix 1. Customer value scales

Construct

Items

Please indicate to what extent to which you agree or
disagree with each of the following statements. Seven-point
Likert scale running 1 (‘‘strongly disagree’’) to 7 (‘‘strongly
agree’’)
Customer value (manager)
Reputation for  Our hotel delivers services of the
quality
highest quality
 The quality of our service is
consistently high
 Our customers consider our services
very reliable
 Our hotel is considered a ‘‘top quality
hotel’’
 Our customers genuinely enjoy
staying at this hotel
Value for money






Our staff treat customers with great
respect
Our hotel rates are considered
reasonable
Our hotel offers value for money
Our reservation system is considered
convenient
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Prestige





Staying in our hotel is considered
prestigious
Staying in our hotel is considered a
status symbol
Staying in our hotel ﬁts customers’
social status

Customer value (customer)
Reputation for  The hotel delivers services of the
quality
highest quality
 The quality of hotel service is
consistently high
 The hotel service is considered very
reliable
 This hotel is considered a ‘‘top quality
hotel’’
 I genuinely enjoy staying at this hotel
 The hotel staff treat us with great
respect
Value for money





Prestige





I consider the hotel rates to be
reasonable
This hotel offers value for money
The hotel reservation system is
convenient for me
Staying in this hotel is considered
prestigious
I consider staying in this hotel a status
symbol
I consider staying in this hotel ﬁts my
social status
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