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PREFACE

First of all, we would like to extend our warmest welcome to the speakers and delegates of
the International Research Conference on Business and Economics (IRCBE), many of whom
have come from afar to share with us their expertise and knowledge at this conference.

As what we have aimed for this conference, this proceedings is a reflection of IRCBE and its
objectives to provide opportunities and establish networks among scholars, research
community and post-graduate students through exchanges of ideas as well as bridging the
gaps between economics and business fields. IRCBE covered many topics including, but not
limited to: organizational behavior, economics, finance, audit, marketing, financial
management, performance management, operational management, business process
management and so on. The proceedings is the collection of many scientific papers that were
presented and published in the IRCBE. The editors hope that this publication is useful for
those participated in the IRCBE and also for the outsiders alike.

On behalf of the committee of IRCBE,We would like to express our sincere thanks to all the
authors, scientific committee, organizing committee, and all the parties that make the IRCBE

a successful international international academic event.

Indonesia, 28 June 2013
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MULTI DIMENSIONAL STUDY OF CUSTOMER
PERCEIVED VALUE FOR 4 STAR HOTEL

Preliminary study

Levyda

Abstract

There are three important reasons why the customer perceived value of research is very important. First, the customer
perceived value varies depending on the type of product. Secondly, there is still debate whether customer perceived value is
more appropriate as a uni-dimension or multi-dimension construct. Third, there is still debate whether, customer perceived

value as a formative or reflective construct.
The aim of this study was to identify the dimensions and indicators for measuring the customer perceived value and role of
each dimension on customer perceived value in 4 star hotels in Jakarta.

Dimensions of perceived value on hotel consists of functional value, emotional and social. Functional value consists of the
functional value of the hotel building, fuctional value of guestroom, the functional value of food & beverage service,
functional value of employee services, and functional value of price. The study was conducted on 100 hotel guests in
Jakarta. The data were processed using the software PLS XL Stat.
The dimensions arevalid and reliable for measuring customer perceived value. The most dominant indicator of each
dimension is the beauty of the interior of the building hotels, bed comfort, delicious food, employees are ready to help, with
the price equivalence service, find it practical and prestige are higher due to stay at a 4 star hotel.

Key words: customerperceived value, 4 star hotel, Jakarta



Introduction

The number of hotel and hotel rooms in Jakarta suspected of disproportionate to the development of hotel room
occupancy rate. Four star room occupancy rate is still below 60%, Based on the best prectice, ideal occupancy
rate is 70 percent. To optimize the room occupancy rate, generally the hotel using yield management this
tacticin the long termwill reducehotel revenueandaffect thebrand imageasit needsother strategies(Bojanic,
1996:5).

Kandampully and Suhartanto (2000:346) stated that in the number of rooms that over supply, the use of the
rooms are not optimal and the average length of stay low, the level of competition in the hotel industry is high.
This condition implies the customer has a better bargaining position and guests have many choices and tend to
be disloyal. The cost to acquire new customers is more expensive than maintaining it is necessary to establish
long-term relationships.

Bowen and Shoemaker (1998:16) suggested that hotels should be more oriented to building long-term
relationships. by increasing customer loyalty through customer value. Additionallysuperiorcustomer
valueincreasecompetitive advantage(Slater &Narver, 2000:120; Woodruff, 1997:151; Ravald&Gronroos, 1996:
19).Parasuraman&Grewall(2000:9) argues that to understand the marketanddelivercustomer value,is aneffective
way toserve our customers andconsumers. From thecustomerperspective, customer value is more
importantthanqualitybecause it directlyaffectsconsumer decisions(Huang &Tai, 2003:45).

Perceived valueto thecustomerrelationshipcustomer loyaltyhas been proven byWilliams&Soutar (2009); Roig,
Gracia, Tena (2009); Simova (2009); Sanchez, Callariza, Rodriguez, Moniler (2006); Pura (2004); Lee
&Overby, (2004), Sweeney &Soutar (2001), Cronin, Bardy, Hult (2000), Oh (1999).Hotelmanagersneed
informationwhat constitutescustomerperceived valuein order to decidethe specificfield ofimprovements.
Customerperceived valueas amultidimensionalformativeconstruct isappropriatetoissuethe hotelmanager. The
purposeof this paperis to developa modelcustomerperceived valuebased on guest experience, andfound
thedimensions andindicators thathave agreat influence.

Literature Review

Discussion ofvaluein marketinghas been donefor 30yearsbut itstilineeds torevisitandrefine(Gallarza, Gil-Soura,
Holbrook, 2011). Further theyarguedthattheresearch challengesofvalueisin the conceptand methodology. There
are  many concept ofvaluein marketingthevalue, consumer value,customer value, perceived
valueandcustomerperceived value.Their meaningsareoverlappingconcepts. This  studyuses  the
termcustomerperceived valuedue tothe claritythe meaning ofthe term.Someauthorsconsiderthis term isthe same
as theperceived valueandcustomer value (Chen & Dubinsky,2003:326).

Sanchez-Fernandez &Iniesta Bonillo (2007: 430) classifies the study perceived value into two streams, the first
stream operate perceived value as a uni-dimension construct and operate a second stream of perceived value as
a multi-dimension construct. Focus stream of the first study is antecedent of customer perceived value, while
the second discusses the attributes or dimensions that are used to predict the perceived value as a single entity
representing a complex phenomenon.Fundamental difference between both of them is that the roots of uni-
dimensional approach is the economic theory and cognitive psycology roots while multidi-dimensional
approach is  consumer-behavior  psychology. The focus ofthe  discussionmulti-dimensional
approachislookingdirection of value improvement. Challenges ofmulti-dimensionalapproachis the lack
ofuniformity ofcomponentvalue.

Podsakoff(2006) in Ruiz (2008)suggested thatsocial science researchersusing ahigher ordermodel
becausethemodeleachdimensionis an important componenttoobserved contruct.  Customerperceived
valuerelativelycomplexconstructionin this studyusedthehigher ordermodel.

Currentlydebate inperceived valueis whethercustomerperceived
valueasreflectiveorformativeconstruct.Lin,ShenandShih(2005)  usedfourconditionsput  forward byJarvisto
assessa constructisformativeorreflective, namely (1)the directionarrowsfromcontructstothe measuringin
accordance withconceptualdefinition, (2)exchangeindicator, (3)covarianbetweenindicators
and(4)nomologicalnetwork. Therefore,researchers mustdetermine themeasurement modeland
thestructuralmodeldid not allowto specify.Respond tothe debate, Ulaga (2011)suggested thatit dependson
purposeof research researcherswanted to knowwhetherthe overallperception ofvalueorwant to know thedriver of
each value.



Woodruf & Gradial (1996:7) mention that“value is not inherent in product and service themselves rather it is
experienced by customer as a consequence of using the supplier products and services for their own
purposes”.Guest experienceinhotel startingfrom  reservationtocheckout.Sincevariations — ofreservationthis
research, customerperceived valueto be traced from arrival tocheck out.

Yuan(2009: 127)concludedthat theactivity ofone of thehotel as thehotelhospitalitybusiness, consistingof
thefunctionsandservices. There are 5functionsinthehotelroom, food &beverages, facilities, personnel
anddecoration. Serviceconsists ofroomsservice, housekeepingservice, atmosphere, cleanness, hospitality.

The hotel is ahospitalityserviceswhichcovers3 domaincharacteristicsarethe socialdomain, private domain,
andthe domaincommercial(Slattery, 2002). The socialmeansin thehospitalitydomainemphasizes "hospitable”
orhospitalitybetween guest(guest) and host(host), thusthe emotionaland socialvaluesarevery important
inhospitalityservices. Privatedomain, explainingthattheprovision, food &beverageandaccommodation,host" pay
attention"guest"as an individual. In thecommercialdomain, guestandhotelierrelationshipsoccurin the context ofa
business  togenerate"return".Based on themeaning  ofhospitality, itisconcludedthat the  hotel
offersaccommodationand food&beveragewith emphasis onhospitalityandpersonal serviceto make a profit.

Silvitroclassifiedhotel into serviceshop whichpeopleand facilities usein a balanced (Ng, Russell-Bennett,
Dagger, 2007:475). Consequentlydevicesorphysical facilitiesand employeesare critical elements.

Thetheoryof consumptionvalue, developed by Sheth, Newman, Gross (1991)explainedthat consumer choiceis a
function ofmultipleconsumptionvalue,consumptionvalueof eachcontributingdifferent, each is independent ofthe
value ofconsumption. There are 5 typesof values that isfunctionalvalue, emotional value,
socialvalue,valueandconditionepistimicvalue.

Based on characteristic of service, hospitality dan hotel,hypothesisof this studyis customerperceived valuefora
four starhotelconsisting of fuctional value in hotel consists of functional value of room, building, fuctional value
of hotel building, functional value of meal,the functionalvalue of service employees.

Based onthe opinionSheth et.al functional valueis theprimary valuein consuming. Functional valuereflects
theconsumer asa rationalhuman beingthat consumersemphasize onproduct utility.Abilityto fulfill the taskwill
generatefunctionalvalue (Pura, 2005).Fuctional value is defined by rational economic valuation of individual
(Roig, J.C.F., Gracia,J.S., Tena, M.A.M.,Monzonis, J.L., 2006).Functional value may be derived from its
characteristics ~ or attributes such as  reliability,  durability, —and price (Sheth, Newman,
Gross,1991:160).Functional valueis measuredwiththe desiredcharacteristics of the product, productusability,
and performanceofthe desired function (Smith & Colgate, 2007). Functional value in this research is defined as
performance of the desired fuction.

Levy said that people buy product not only for what they can do but also what they mean(Hierishan &
Holbrook, 1982). Thismeans thereneedsto beemotionally and sociallyon consumers. Interaction
ofhostandguestbased onthe principle ofhospitality, generateemotional valueandsocialvalue. Emotions are
mental state of readiness that arise from apprisal of events or one’s own thoughs; has a phenomenalogical
process; is often express physicallay and may result in specific its nature and meaning for the person having it
(Bagozi, 1999). Sheth et.al stated that the perceived utility acquired from an alternative’s capacity to
arouse feelings or affective states. Smith & Colgate et.al stated that emotional/experiential/hedonic value is
concerned with the extent to which a product creates appropriate experiences, feelings, and emotions for the
customer. In this research emotion value is positivefeeling oraffective aspects generatedfromproduct. One focus
of discussion is the emotion in marketing Typology of emotion. Typology of emotion used in this study is the
result of research Basky&Nash (2002) that investigated the types of emotions are in some category of hotel.

According toLevy(1959) in Maehle & Shneor (2009:50) purposeconsumers buya productbecause ofpersonal
meaningand socialand the abilityof these productsreinforceswhat consumersthinkabout himself. Customerlooks
for products thathave a fitbetweenself-conceptwithher /hissocial.Sirgy(1982: 288)argues thatself-concept relates
tothe concept ofthe actualself image, idealself image, social self image, andideal social selfimage.One of
consumtion motivesis forsocial self-image which is definedas theimageof onedesire "held by others”.Smith &
Colgate et al argued that social value/symbolic/expressive value is concerned with the extent to which
customers attach or associate psychological meaning to a product, measured with consumer’s self-concepts and
self-worth.Miladian&Sarvestani(2012: 226)concludedthat the motive forbuyingand usingproductsdepending
onwhatone wants tobe seenby others.This study defined social value as a certain imageofsomeone else.



Methodology and Finding

To test thecustomerperceived valuemodel,used100 guestsata 4 star hotelinJakartaas convenience sampling
method. Fordata processinguseXLStat2011. The hypothesisof this studyisthe customer perceived value(CPV)
at4 star hotelin Jakarta is thesecondordermultidimensionalconstruct,
comprisingsevendimensionsmainlyfunctional valuefunctional value-the building, the functional value-guest
rooms,functional value- meals, functional value-serviceemployee, functional value-price,emotional
valueandsocial value.

This hypothesis wasproven bytwostages. First, measure the dimensionsof the variable(customerperceived
value).Second, measurethe indicatorsofeach dimensionas asecondorder scheme measurement. The measurement
was intended toanalyze thevalidity ofthe dimensions.If the valueof theloadingfactormeasurement modelis
greater than0:500rt valueof theloadingfactoris biggerthanttable atthe significance of 5% thedimensions can
bestatedvalidinmeasuring thevariables.ConstructReliabilityis usedtoseethe reliabilityorthe level ofreliabilityin
measuring thedimensions ofthe variable. ConstructReliabilitymust be greater than0.70.

Allindicators of fuctional value — building which consists of location of the hotelis within easy reach, the
location of the hotelclose to thebusiness center, the hotelexteriorandinterior ofthe hotelare valid and reliable.
Highestfactorloading of fuctional value - buildingishotelinteriors (0.838), it indicates thatthehotel interioris
determining the functional value-building. Closeto thebusiness location (0.661)has alowest factorloading.

Allindicators of fuctional value — guestroom which consists of cleanliness of rooms, bed comfort, bathroom
cleanliness, room amenities, in-room electronicequipment, roomsecurity are valid and reliable.
Highestfactorloading of fuctional value - guestroomisbed comfort (0.907), this indicates thatthehotel interiorare
determining functional value— guestroom. Room security (0.744)has alowest factorloading.

Allindicators of fuctional value — meals which consists of varied menu, deliciousfood, foodhygienic,
cleanliness ofthe dining roomare valid and reliable. Highestfactorloading of fuctional value —meals is delicius
food (0.877), this indicates thatthedelicius food is determining functional value—meals . The cleanliness ofthe
dining room(0.782) has alowest factorloading.

Allindicators of fuctional value — service employees which consist of courtesyof employees who
servebreakfast(steward), courtesyof employeeswho clean the rooms(housekeeper), speedof employeeswho
servethe checkin and checkout, speed of employee whoclean guestroom, employeesin the front officeis ready to
help, steward respond to requests accurately are valid and reliable.Highestfactorloading of fuctional value —
employee mainly employeesin the front officeis ready to help (0.872)this indicates thatthe are determining
functional value—service employee. Speed of employee whoclean guestroom(0.787)has alowest factorloading.

Allindicators of fuctional value —price which consist of conformitybetween price andfacilities, conformity
between price and services, price is reasonable, price iseconomical are valid and reliable.Highestfactorloading
of fuctional value — price is conformity between price and services (0.923) this indicates thatprice is conformity
between price and servicesare determining functional value—price. Price iseconomical (0,743)has alowest
factorloading.

Allindicators of emotion value which consist of feel comfortable, feel
appreciated, feel relaxed, feelfree,feel proud, feel practicalare valid and reliable.Highestfactorloading of
emotional value isfeel relexed (0,846) this indicates that isare determining emotion value. Feel practical
(0,740)has alowest factorloading.

Allindicators of social value which consist of | getprestigefromhotelreputation,l getprestigefromhotelclass, |
getprestigefromhotelbrandare  valid and  reliable.  Highestfactorloading of  social value sl
getprestigefromhotelclass (0.958),this indicates that isare | getprestigefromhotelclass, determining social value.
I getprestigefromhotelreputation(0.922)has alowest factorloading.

The results of the analysis of the measurement model Customer Perceived Values on the dimensionsshows that
all dimensions can be declared valid by the t value is greater than the t- value and the value of loading factor
greater than 0:50. 7 dimensions of customer perceived value is also reliable because the composite reliability
value is 0921.

Tabel 1 Resultsof Customer Perceived Value MeasurementModelonlts Dimensions



Dimension Code COZ?;[sr]ien R? Vé:;zrrls t-value tatk;le Conclution
Fuctional value — buiding X1 | 0.637 [0.406| 0.594 | 8.180 [1.661| Valid
Fuctional value — guestroom X2 | 0.838 [0.702]0.298 | 15.203 [1.661] Valid
Fuctional value — meals X3 | 0.838 [0.702|0.298 | 15.203 [1.661] Valid
Fuctional value — employee X4 | 0.874 [0.764|0.236 | 17.806 [1.661] Valid
Fuctional value — price X5 | 0.721 [0.520| 0.480 | 10.300 [1.661] Valid
Emotional value X6 | 0.914 |0.835|0.165 | 22.302 |1.661| Valid
Social value X7 | 0.682 |0.465|0.535| 9.231 [1.661] Valid

Construct Reliability 0.921 5.906 [1.661| Reliable

The results of the measurement model to prove the hypothesis that the functional value — building, functional
value -guestroom, functional value — meals, functional value -employees, functional value - price, emotional
value and social value are valid dimension in measuring customer perceived value in four star hotel.

Conclution and Limitation

Customerperceived value in four star hotel is multi-dimensional and higher orderconstructformed
ofsevendimensions ofthesecondorderand 33factorsin thefirst order.Inprevious studiesthe

operationvariablesincustomerperceived valueareasuni-dimension construct.
Thisstudyoperationalizedvariablesascontructhigher orderaccording tothe specific natureof theconstruct. How
toidentify thedimensionsaccording to thecharacteristics ofhospitalityservices.

Limitations ofthis studyused non randomsampling. Resultscan not be generalized. Furtherresearch is requiredto
useprobability samplingso thatresearch resultscan be generalized.It is better touse theEFAandCFA
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Appendix 1. Dimension, Instruments and Source of Instruments

Dimension Code  Instruments Sources
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guestroom

value

value

Fuctional value -meals
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Location of the hotelis within easy reach,

The location of the hotelclose to
thebusiness center

The beauty of interior of the hotel

The beauty of the exteriorhotel

Cleanliness of rooms

Bed comfort
Bathroom cleanliness

In roomamenities

In-room electronicequipment

Security ofroom

Varied menu,

Deliciousfood,

Hygienicfood

Cleanliness ofthe dining room

Courtesyof employees who
servebreakfast(steward),

Courtesyof employeeswho clean the
rooms(housekeeper),

Speedof employeeswho servethe checkin
and checkout,

Speed of employee whoclean guestroom,

Employeesin the front officeis ready to
help,

Steward respond to requests accurately
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Kim, (2011)

(Tanford, Raab, Kim,
2011

(Tanford, Raab, Kim,
2011

Pisnik & Milfelner
(2008); Tanford, Raab,
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Tanford, Raab, Kim
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(2011)

Ha & Jang (2009);
Qin, Hong;Prybutok,
Victor R (2008)
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Victor R (2008)



Fuctional value -price

Emotional value

Social value

Appendix 2. Multi-Dimensional of Customer Perceived Value
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X30

X31
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Conformitybetween price andfacilities
Conformity between price and services

Price is reasonable

Price iseconomical

feel comfortable
Feelappreciated

Feel relaxed

Feelfree

Feel proud

Feel practical

| getprestigefromhotelreputation
| getprestigefromhotelclass

| getprestigefromhotel brand

Petrick
Saanchez
Williams
(2009)

(2004);
(2006);
& Soutar

Petrick (2004);

Basky & Nash (2002);
Basky & Nash (2002);
Basky & Nash (2002);
Basky & Nash (2002);
Basky & Nash (2002);

Basky & Nash (2002);



0.547 0564 0.305 ,0.298

0.6730.6610.8340.838 0.8440.9070.8370.8600.8420.744

0.816
0.877
0.836
0.88

0.782

0.838

Nilai yang
Dirasakan
Tamu(n,)

0.922 0.958 0.946

0342 0324 0.284 0408 L0453 0.256 0.149 _0.082 0.105



