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CHAPTER |

INTRODUCTION

Introduction

A new paradigm exists in marketing which emphasizes customized samites
relies on knowledge and information about a customer to build strong relationships (Rus
& Kannan, 2003). Providing customized services requires an understanding of different
types of customers through the acquisition of knowledge and information such as
purchasing patterns of customers and responsiveness to marketing effartsf tke
methods researchers use for gathering this information is segmentai®ond of the
most used strategic approaches in marketing for customizing products\doesser
(Blocker & Flint, 2007; Palmer & Millier, 2004; Raynor & Weinberg, 2004ed#|,
2001). For the last four decades, the marketing literature has been focusedairothe
of segmentation. Companies believed that if they obtained more information about
customers through segmentation and applied it properly, then segmentation would guide
them in effectively selling their products and services (Yankelovich & Meer, 2006)
However, business practitioners have realized that marketing prograumst &s
effective using the market segmentation approaches despite decagekeiinmg
research because of the difficulty in accumulating complete and relevambation

about the market segments (Yankelovich & Meer, 2006).



More recently marketing literature has taken a new view about segioerigat
narrowly focusing on individuals rather than a segment or a homogenous group (Hyatt,
2005; Precision Marketing, 2006; Rust & Kannan, 2003). This trend has evolved over
the last decade, shifting market research from product to customerecentientation
(Dent, 1991; Rust & Kannan, 2003). According to Dent’s (1991) study, in the 1960s, the
trend was “mass marketing,” by the 1970s researchers were focusing ont“marke
segmentation.” During the 1980s, businesses concentrated on “niche marketing,” a
the 1990s on “individualized marketing.” This individualized marketing trend has
continued in the 2000s and beyond. According to Precision Marketing (2006), the trend
from mass marketing to personalization and individualization was discusseztaht r
roundtable convened by Broadsystem. Hyatt (2005) mentioned in his @hisl€ime,

It's Personalthat “customization is everywhere” (p. 128). This customization or
individualization trend is also apparent in businesses in the electronic environment,
changing specific paradigms from traditional e-commerce to e-s€pustmer-centric
concept), such as from commodities to customization, from mass marketing tomre-to-
marketing, and from brand equity to Customer Equity (Rust & Kannan, 2003).

In the hospitality industry, developing effective marketing techniquesdasrie
even more important because of the proliferation of businesses, which has resulted i
increased competition for consumer dollars. Even though marketers have been able t
attract customers through product manipulation, the current turbulent business
environment calls for a more customer-oriented perspective and praatetain
customers. In order to do this, companies are treating every customepasasese

segment and matching companies’ products and services precisely to individisal nee



(Dent, 1991). Since customer needs are becoming more unique, a firm’s promotion and
marketing efforts must become better targeted in order to minimizefwattgelopment
(Dent, 1991).

Recent market segmentation efforts focused on personalized markettegist
that distinctively fit consumers. With the increased importance of individui@iizand
customization, the Customer Equity (CE) approach to marketing has becamndieasit
research topic during the recent past (Bayon, Gutsche, & Bauer, 2002; Hansotia, 2004,
Kumar & George, 2006; Rust, Lemon, & Zeithaml, 2004; Wiesel, Skiera, & Villanueva,
2008). The Customer Equity approach is a revolutionary process that makes companies
focus on individuals rather than on groups or masses. This current study focused on
Customer Equity as a process in which the company considers the custétherasset”
(Kumar & George, 2006). According to Rust, Lemon, and Zeithaml’'s (2004) study, CE
is defined as “the total of the discounted lifetime values summed over all ofnt’e fi
current and potential customers” (p. 110). Therefore, Customer Lifetime {GIN is
fundamental to measuring Customer Equity. CLV is defined as “the net profit@zaay
accrues from transactions with a given customer during the time thatstioenemn has a
relationship with the company” (Rust, Zeithaml, & Lemon, 2004, p. 113). To measure
financial feasibility in business, Dent (1991) stated that calculating dragw lifetime
purchases and profitability of a customer (The Lifetime Value of @wes) is “the only
way to measure the return on individualized marketing efforts” (p. 43). Therdfie
individualized approach entails determining CLV in order to measure CE, and companies

should focus on maximizing CE.



Rust, Zeithaml, and Lemon (2004) suggested that companies should concentrate
on Customer Equity, “the sum of the lifetime values of all the firm's custonueossaall
the firm's brands,” (p. 113) rather than only brand equity, “the sum of customers'
assessments of a brand's intangible qualities, positive or negative” (p. 118us&due
asset of a company is not derived only from the customers’ assessmentsitaritible
features, but also from the net present values of all the customers, markstiagihers
and practitioners have considered this new approach to measuring (Ryst@4land
maximizing Customer Equity (Hansotia, 2004) by capitalizing on their Custome
Lifetime Value.

This current research applied the Customer Equity approach to marketing
segmentation. This is referred to throughout the dissertation as the “Custpntgr E
based segmentation” approach. In this project, Customer Equity was computed in
advance based on the survey data collected from a sample of hotel customers.
Consequently, on the basis of the CE-based segmentation that was utilizagsttreet
Equity Management (CEM) approach is presented for the purpose of developingpractic
strategies and action plans for maximizing Customer Equity. The CEMgwx“a
comprehensive management approach that focuses on the efforts of the firm by
increasing the lifetime value of individual customers (i.e., the firm’sooust assets) in a
way that maximizes Customer Equity (Hogan, Lemon, & Rust, 2002, p. 5).” Hoghn et
(2002) suggested that the CEM process was required to understand the role of Customer
Equity in marketing.

With the increasing significance of the new Customer Equity approach, Isevera

studies have researched how the management of CE is gaining traction (BélipDe



Reinartz, Rust, & Swartz, 2002; Bruhn, Georgi, & Hadwich, 2008; Dong, Swain, &
Berger, 2007). However, recent studies regarding the conceptualization and
measurement of Customer Equity do not show practical and specific ways for
management to identify strategies and action plans (Bell et al., 20@0®&eBip&
Deighton, 1996; Dong et al., 2007; Hansotia, 2004; Hogan, &0812; Kumar & George,
2006; Lemon, Rust, & Zeithaml, 2001; Richards & Jones, 2008).

This study, therefore, aims at filling this conceptual gap in the literature. |
argued that through understanding Customer Equity, a core necessity torany fi
management practice and method can be improved. Thus, the shift in marketing from
product to a customer-centered orientation implies that research should also make a

similar shift in order for businesses to compete better in the current environment

Statement of the Problem

The traditional segmentation method used to satisfy individual customers’ needs
was based on socio-demographics, psychographics, and other general customer
characteristics (Neal & Wurst, 2001; Yankelovich, 1964; Yankelovich & Meer, 2006).
More recently, the CE-based segmentation was found to provide more mearasgfisl r
and applications (Voohees, 2006). Several Customer Equity studies have been
undertaken (Bell et al., 2002; Blattberg & Deighton, 1996; Dong et al., 2007; Hansotia,
2004; Hogan et al., 2002; Kumar & George, 2006; Lemon et al., 2001; Rust, Lemon, &
Zeithaml, 2004; Rust, Zeithaml, & Lemon, 2004) in the past that have applied the CE
concept in various ways. Customer Equity based on customer orientation at the
individual marketing level is a reasonable and practical way of advati@ng

regeneration and growth process in companies. Rust, Zeithaml, and Lemon (2004)



suggested that CE as an individual approach is the best marketing practiée since
analyzes the sub-drivers of Customer Equity which are mainly value equity, loahg e
and retention equity.

In spite of the popularity of the CE approach, previous researchers measured CE
but failed to report strategies and action plans in marketing (Bell et al., RR@erg &
Deighton, 1996; Dong et al., 2007; Hansotia, 2004; Hogan et al., 2002; Kumar & George,
2006; Lemon et al., 2001; Richards & Jones, 2008). This holistic approach of
considering segmentation, along with potential strategies and action glares ander
the umbrella of CEM. However, there is uncertainty as to how CEM could be conducted
in order to maximize profits or CE even though CEM entailed a logical flonw fr
analysis, to strategy, to action plans (Bruhn et al., 2008). Therefore, theresjseeatke
need to apply this holistic approach and consider the entire CEM process with the intent
of suggesting a methodology for maximizing CE. The problem is even more apparent in
the hotel industry where there has been limited application of the CEM approach to

managing profitability.

Purposes of the Study
The focus of the current study was to evaluate whether the CE-based
segmentation approach has an effect on Customer Equity in hotels. In order to achieve
the highest possible Customer Equity, the study suggested the following CEMsproce
(a) analyze marketing efforts, (b) evaluate marketing stegegnd (c) recommend
action plans.
The specific objectives of the research were as follows:

1. Determine the core Customer Equity drivers in the hotel industry;



2. Examine the impact of CE-based segmentations in order to measure Customer
Equity in the hotel industry;
3. Utilize the CEM process through CE-based segmentation to maximize

Customer Equity in the hotel industry.

Research Questions
To further demonstrate how three research objectives are incorporated iatd curr

research, the following specific research questions were addressed:

1. What are the core Customer Equity drivers for segmentation of the hotel
industry?

2. How do the CE-based customer segments respond to marketing effort?

3. Which of the drivers maximize the Return-On-Investment (ROI) of market

effort exerted by a hotel?

Research Model
The research model for this study suggests that CE-based segmentation in the
hotel industry may better highlight the customers’ responsiveness to mgr&gart
compared to the traditional segmentation approach. Consequently, the CE-based
segmentation was performed using the importance of CE drivers from tpegisss of
the hotel customers. The assumption is that the importance of the CE driversybl var
each customer and for each type of hotel they consider. Therefore, all anadyses

performed at each of the CE-based segments and hotel type. This CE-based



segmentation influences the measurement of CE and further, the development of the
CEM process at the end of this study.

In the next stage, the CEM process was applidgte CEM process had three
steps: analysis, strategy, and action plans. The underlying premiseaaftigcal
model is that the marketing effort responsiveness is different for eachrofitket
segment being targeted. In effect, a company could see a differertsaCiustomer
Equity by segmenting its markets using different criteria. This diffexlein CE arose
because changes in the marketing effort performed by a compamniceéld customers’
choice of hotel brands (brand switching), which in turn influenced the present valilie of
potential future revenue streams (Customer Lifetime Value) the cgnmpay obtain
from the customers.

This difference, designated with A CE” in the model, is the driver for strategic
decision-making suggested in this paper. Through an analysis of the variathoG&|
strategies and specific action plans were suggested for each of the mgrkentse
within each type of hotel considered in this study. The conceptual model for thigsstudy

shown in Figure 1.



CE-based
Segmentation

i i '\E/lf?g:te e > CE Action
i i Responsiveness Strategy Plans

Figure 1. Conceptual Model



Research Propositions

Three global research propositions act as a framework to guide theheséhe
first and second research propositions derived five hypotheses respectiveletditesl
hypotheses are presented in Chapters 2 and 3. The third research proposition provided
the process of CEM though three steps. The marketing literature jusiidies e
proposition listed in Chapter 2 and the procedure for testing each propositionraedoutli
in Chapter 3. The results of analyses about each proposition are presented in Chapter 4
and discussed in Chapter 5 respectively. The research propositions of the study are
identified as follow:
Proposition 1:
Determine the core Customer Equity drivers for segmentation of the hotdryndus
Proposition 2:
Demonstrate the significant CE drivers that are responsive to markitiriga each of
the CE-based segments and hotel type.
Proposition 3:
(a) Determine the CE drivers that maximize the Return-On-Investméx} (R
marketing effort exerted by a hotel in terms of the change in CE, and
(b) Suggest an effective marketing action plan for each of the CE-basecthsegnu

hotel type.

Significance of the Study
This study incorporated significant streams in the marketing literéter,

relationship marketing, service quality, brand equity, etc.) and suggeatgitalr

10



application of strategies that may have profound implication on how segmentation is
conducted in the hotel industry this is itself is one of the most significantlmdidns of
this research.

The individualized marketing approach has required companies to consider how
well they perform in terms of satisfying individual customers’ needs amisWEusebio,
Andreu, & Belbeze, 2006). Rust, Zeithaml, and Lemon (2004) proposed that CE is the
best way to comprehend individual customers’ characteristics. Therefapplying
the CE approach to the hotel industry, the researcher provides a basis for an additional
stream of research in this emerging area. Furthermore, by demogstinaticoncept of
Customer Lifetime Value (CLV) in the hotel industry, the researcheg®dtmlight
practical applications of seemingly esoteric research models inity.real

Unlike other studies on CE, this study takes a more holistic approach and applies
the entire Customer Equity Management (CEM) process by using a Cé&-base
segmentation approach and by developing practical strategies ariit sotion plans
for each of the market segments and hotel type separately in the hotelindin&trCE-
based segmentation approach could more specifically identify the needs ofvatuaddi
customer compared to the traditional segmentation approach (i.e., socio-damnusgra
psychographics, etc.). Therefore, the CEM process may assist pradditmbetter
understand the needs of individual customers. The research model could also assist
companies in improving their service quality, in retaining customers, andatétymn
improving their profitability. This study adds to the strategic custonggneetation
literature by incorporating a new type of analysis based on Customer EgHity By

demonstrating a computer simulation approach to partly conduct the analyst)dlgis
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gives a proactive approach for industry practitioners to develop market devetopme

strategies and action plans in the hotel industry.

Limitations of the Research

Despite the significance of the study, limitations to this research eXist
measurement of CE can be obtained through several existing modelssyetséairch
applied Rust, Zeithaml, and Lemon’s (2000) and Rust, Lemon, and Zeithaml’'s (2004)
approaches which have been successfully used in many industries such disehéhai
hotels, and the retail industries. In spite of its wide application, the model ddekenot
into account other CE-related factors such as cost of acquisition and retention of
customers, direct cost of marketing, and so forth. In addition, the model apkésdita
“snapshot” approach to brand switching and assumes that the brand-switchinglipyobabi
of the customers remain constant with time and as determined by the one-tinge surve
conducted for this study. This of course may not reflect reality since shenoers’
preferences for a hotel brand may depend on many factors that may have not been
completely considered in this study.

Another limitation of this research is that it does not also consider culhgal a
ethnic differences in hotel purchasing habits of customers and therefore ulteemesy
not be applicable globally. Although customer demographics were collectisfor
study, the data were not inculcated into the model to limit the scope of the hesearc
Future research using this data will suggest a fuller model that will intthedmustomers’

socio-demographic characteristics.
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Scope of the Research

By design, the measurement of CE in this study was only based on the expected
future cash-flows of the customers and did not consider the cost of obtaining and
retaining such customers. It is assumed that the gross profit expectatidroustomers
already considers all such costs related to the customers.

This result of this study is limited to frequent travelers in the UnitedsSoailly
since all the respondents to the survey were obtained from a commercidédplava
database of frequent travelers in the U.S. By definition, a frequent tressetarsidered
to be a person who completes at least 10 “trips” for business or pleasure dahing ea
calendar year as compared to about two such trips for the entire U.S. populatiop.” A “t
is any travel for business or pleasure of more than 100 miles from home that istedmpl
by the respondents for non-commuting purposes and that may/may not involve an
overnight stay. Needless to say, the hotel buying characteristicgjoéifetravelers may
be different than an average hotel customer. However, the focus of this study was on the

high-end of the market in terms of the frequency of travel.

Definition of Concepts, Constructs and Industry Terms
The following are the definition of key terms used in this study;

e CustomersTravelers who have stayed in any commercially available
accommodation facilities such as motel or hotel as guests during the pr&Rious
months.

e Customer Equity(CE): The total of the discounted lifetime values of all the
firm’s customers, describing the key three drivers of Customer Equitye va

equity, brand equity, and relationship equity (Rust, Zeithaml, & Lemon, 2000).
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Value equity “The customer’s objective assessment of the utility of a brand,
based on perceptions of what is given up for what is received” (Lemon, Rust, &
Zeithaml, 2001, p. 22).

Brand equity “Subjective assessment of brand intangibles” (Lemon et al., 2001,
p. 22).

Retention equity“The tendency of the customer to stick with a brand, above and
beyond the customer’s objective and subjective assessments of the branoli (Lem
et al., 2001, p. 22).

Customer Lifetime ValugCLV): “The net present value (NPV) of the profit a
firm stands to realize on the average new customer during a given number of
years” (Pitt, Ewing, & Berthon, 2000, p. 14). CLV is a key component used in
calculation of Customer Equity.

Market SegmentationTo break down markets from one group to several sub-
groups based on common needs as one of the most powerful tools in marketing
strategy (Blocker & Flint, 2007).

Traditional segmentationMethod of breaking down markets using socio-
demographic variables.

Individualized segmentationProcess of breaking down a market at the individual
level which can lead to more efficient marketing and enhanced profigehdgin

use of traditional segmentation methods (Neal & Wurst, 2001).

CE-based segmentatiofCES): Breaking down a market on the basis of

Customer Equity.
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e Customer Equity Managemer{CEM): All activities to maximize Customer
Equity consisting of three dimensions: analysis, strategy, and actions (Bruhn,
Georgi, & Hadwich, 2008).

e Marketing effectivenessA firm’s marketing ability, given its organizational
capabilities, its competition, its consumer preferences, and its other envitahme

constraints (Kerin & Peterson, 1998).
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CHAPTER Il

REVIEW OF LITERATURE

Customer Equity

Roots of Customer Equity

The concept of a ‘customer-centered’ approach in marketing theory anderacti
was introduced for the first time by Kotler (1967). Since the 1960s the cuistome
centered approach has had an impact on mainstream marketing theories like
direct/database marketing (Hughes, 2000), relationship marketing (Hoglan2€02),
customer satisfaction, (Oliver, 1980, 1997; Voorhees, 2006), service quality (Brady &
Cronin, 2001; Parasuraman, Zeithaml, & Berry, 1988; Voorhees, 2006), and brand equity
(Aaker, 1991; Hogan et al., 2002; Keller, 1993; Voorhees, 2006). Each of these streams
in marketing has contributed substantially to a more effective approachamgimg
customer assets. However, taken alone, none of these approaches provide a complete
solution for firms to suitably market to each customer (Hogan et al., 2002).

The conceptual roots of Customer Equity overlap with more than just an
extension of any single research stream. Direct/database marketngf these
conceptual roots, was based on understanding purchase information in individual
customer information files. Originally, direct marketers used Custoifegimhe Value

assessments for marketing strategy (Hughes, 2000).
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However, this direct marketing stream failed to maximize the value of the
customer relationship as it did not consider other operational issues such as pricing
product quality, or customer service (Hogan et al., 2002; Hughes, 2000). Typlaally, t
research concentrated on communication and responses to individual customer
transactions rather than the value of the relationship as a whole, unlike réigtions
marketing (Hogan et al., 2002).

Relationship marketing first focused on customer relationships as strassgis
(Hakansson, 1982). This research stream connected the interpersonal model a the foc
constructs (i.e., trust, commitment, or shared values) to profitability (Hakark332;
Storbacka, 1994). Brodie, Glynn and Van Durme (2002) reviewed the link between
customer relationship and profitability by integrating relationship thinkinly fmancial
thinking. Nevertheless, this relationship marketing failed to result in mignif
economic gains. That all customer relationships eventually led to long:tenmitment
from a customer appeared to be inconsistent. Companies found that the subject of their
company-to-customer interactions was not entirely successful becauskecugtomers
wanted a committed relationship with a company (Hogan et al., 2002).

A third marketing perspective based on customer satisfaction and senditg qua
focused on satisfying customers’ needs rather than dealing with retep®ios a
transactional level (Hogan et al., 2002). Research on service quality h#seuiéms
causal linkages between antecedents of service quality and Custéetiend_Malues
(Anderson, Fornell, & Lehmann, 1994; Rust, Zahorick, & Keiningham, 1995).
Ultimately, the service quality perspective impacted custontisfasztion and customer

retention (Bolton & Lemon, 1999; Verhoef, Franses, & Hoeskstra, 2001). Servicg qualit
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contributed to the Customer Equity approach since the quality issue was one of
actionable sub-drivers of value equity, which is one driver of Customer ERuisy ét

al., 2000). However, this research stream did not cover Customer Equity as a whole and
it also did not account for other aspects of marketing such as the tangible product
communications, and channel distribution (Hogan et al., 2002). These other aspects of
the marketing mix were significant in the process of Customer Equitaléament

(Hogan et al., 2002).

Research on brand equity is another marketing stream that has made a aubstanti
contribution to the Customer Equity approach (Hogan et al., 2002). This reseanh stre
has provided substantial insights into the relationship between a firm and its casumer
This stream has been recognized as “a measurable asset that should be included in a
firm’s financial statements” (p. 6), which underlines its importance (Hegal., 2002).
However, since brand equity traditionally focused on the brand of the products (Ambler
Bhattacharya, Edell, Keller, Lemon, & Mittal, 2002), it underrepresentetirtncial
contribution of the customer (Hogan et al., 2002).

Each of these earlier research streams showed the importance oingdahag
customer as an asset of the firm, yet each stream presented lupipedtdor the
Customer Equity theory as a whole. These streams did not cover all asgaassoofier
Equity to establish effective strategies. The current study introdusasgue and
Customer Equity research as a derivative from all of the main reseaaimstin
marketing. Managing customers as assets is a primary goal of Cugiquity in this

study. This is done by examining the actual financial contribution of the customers.
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Furthermore, this study develops a competitive strategy through the pro€asstaner

Equity Management in terms of channel distribution.

Definition of Customer Equity

Several researchers have defined Customer Equity (CE) since the qminept
importance (Blattberg & Deighton, 1996; Blattberg, Getz, & Thomas, 2001; Brhn et
2008; Dong et al., 2007; Dorsch & Carlson, 1996; Hogan et al., 2002; Kumar, & George,
2006; Rust et al., 2000; Rust, Lemon, & Zeithaml, 2004; Rust, Zeithaml, & Lemon,
2004). Blattberg and Deighton (1996) defined the term as “the sum of the discounted,
expected contributions of all current customers” (p. 138). Dorsch and Carlson (1996)
mentioned that CE is “the value of those resources that customers supply tlera reta
even though they (i.e., the customer) retain property rights to (ownership of) the
resources” (p. 255). In the boBkiving Customer Equity: How Customer Lifetime
Value is reshaping corporate strate@yE was defined as “the total of the discounted
lifetime values of all the firm’s customers (Rust et al., 2000, p. 54). These awthurs
on to state that “a firm is only as good as its customers think it will be théimexthey
do business with that firm” (p. 54). Lemon et al. (2001) added that Customer Equity is
“the key to long-term success” (p. 21). According to Rust et al.’s (2000) studythe k
drivers of CE for a firm’s growth were described as value, brand, and relapaughty.
These authors redefined @B “the total of the discounted lifetime values summed over
all of the firm’s current and potential customers” (Rust, Lemon, & Zeith2d4, p.

110).
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Bayon et al. (2002) defined CE as “the sum of the discounted cash surpluses
generated by present and future customers (within a certain planning perit)
duration of the time they remain loyal to a company, i.e. the sum of individual Garstom
Lifetime Values from the company’s point of view” (p. 213). Hogan et al. (2002)
suggested that CE is “a combination of the value of a firm’s current custamssets
(those customers who currently buy from them) and the value of the firm’sipbtent
customer’s assets (those customers who currently do not buy from the fansédbey
buy from a competitor or because they are not yet in the market)” (p. 7).iohddlit,
Hogan et al. (2002) mentioned that tangible (e.g., plant and equipment) and ietangibl
assets (e.g., brands, channel relationships) of the firm do not account for the tetaifval
all assets of the firm unless Customer Equity is included.

Kumar and George (2006) considered CE as “the asset value of customers and it
can be measured using different aggregate and disaggregate level agirgadt).
Dong et al. (2007) explained CE as “the present value of the expected bengfitgross
margin) less the burdens (e.g., direct costs of servicing and communicalatggl to the
customers” (p. 1243). This description was based on Dwyer’s (1997) definition of CE.
Wiesel et al. (2008) mentioned that CE was “the sum of the Customer lefeaines
(after marketing expenditures) of all the firm’s current customersglartirme period.”

(p- 4). The description of Wiesel et al.’s (2008) study was also derived fiaithdsg
and Deighton’s (1996) definition.

Finally, Bruhn et al(2008) referred to CE as “the value of a firm's entire
customer-base or the aggregate of the customers' individual value (in thefsense

Customer Lifetime Value)” (p. 1). Richards and Jones (2008) defined Customngr E
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as “the discounted sum of each customer's CLV less any on-going investaoenmtsc
maintaining customer relationships” (p. 122). They explained CLV as arngrima
component for measuring CE.

After taking the prior definitions into consideration, CE was defined a®taleof
the discounted lifetime values (or net present values) of all the customérsnf a
Some researchers indentify all the customers as a combination of currenteamzhlpot
consumers (Bayon et al., 2002; Hogan et al., 2002). Therefore, this current $ituely de
CE as the sum of the net worth of each customer as represented by the nevakesent
(NPV) of the streams of revenues that a firm can accurately estweatéhe expected

life of the customer.

Customer Lifetime Value
From the company’s point of view, CE is the sum of individual Customer
Lifetime Values (CLV) generated by present and future customers witleiriaancperiod
(Bayon et al., 2002). Past research on CE demonstrated the importance of caonsideri
CLV as a key component to calculating Customer Equity (Bayon et al., 2002; Berger &
Nasr-Bechwati, 2001; Blattberg & Deighton, 1996; Hanssens, Thorpe, & Finkbeiner,
2008; Kumar & George, 2006; Pitt, Ewing, & Berthon, 2000; Rust, Lemon, & Zeithaml,
2004; Wiesel et al., 2008). Each study has defined CLV similarly, with sliglatizeus.
Dent (1991) stated that “the only way to measure the return on individualized
marketing efforts is to calculate the average lifetime purchases arntalptioy of a
customer, or the Lifetime Value of a Customer” (p. 43). Tirenni, LabbipBprr
Elisseeff, Bhose, Pauro, and Poyhonen (2007) defined CLV as “the sum of the discounted

cash flows that a customer generates during his/her relationship wabrtipany” (p.
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554). The description of CLV was adapted from a definition by Berger and Nasr (1998).
Pitt et al. (2000) also defined CLV as “the net present value of the profit athnds to
realize on the average new customer during a given number of years” (Betger and
Nasr-Bechwati’'s (2001) study used Customer Equity and Customeniafstalue
interchangeably because CLV was used to quantify and measure Customer Bqgatty
Lemon, and Narayandas (2004) defined CLV as “a measure of the future profitdiaw fr
the customer to the firm, adjusted for the customer’s future probability of purghas

from the firm, and appropriately discounted to the present” (p. 23). In addition,
Venkatesan and Kumar (2004) referred to Gis/‘a metric to acquire, grow, and retain
the ‘right’ customers” (p. 1065upta, Hanssens, Hardie, Kahn, Lin, and Ravishanker
(2006) defined CLV as “the present value of all future profits obtained from a customer
over his or her life of relationship with a firm” (p. 141). Richards and Jones (2008)
explained CLV as “the net present value of a single customer's valuE22).

Individual Customer Lifetime Values led to estimating CE, which in turn can loegtoise
measure Return-on-Investment (ROI) in marketing efforts (Ricl&adimes, 2008).
Therefore, it seemed that CLV is the net present value of all future mbfased from

a customer during his or her lifetime relationship with a firm.

After recognizing the importance of CLV, research turned to quantifysng it
significance (Berger & Nasr, 1998; Dwyer, 1997; Hughes & Wang, 1995; Wang &
Splegel, 1994). Several CLV modeling approaches have been suggested ttecalcula
CLV by sequentially measuring CE (Gupta et al., 2006; Wangenheim, 2005). Gupta e
al. (2006) reviewed several implementable types of CLV modeling suchMsri®Bels,

Probability Models, Econometric Models, Persistence Models, and other mo@sigiteD

22



various CLV modeling approaches, most researchers used the fundamenta formul
calculate CLV (Reinartz & Kumar, 2003). The fundamental CLV formula cisnsighe
combination of ‘price paid by a customer at titfp;),” ‘direct cost of servicing the
customer at timé(c),” ‘discount rate or cost of capital for the firm),{‘probability of
customer repeat buying or being “alive” at tit(e,),” ‘acquisition cost AC),” and ‘time
horizon for estimating CLVT).” Appendix B presents a summary of various CLV
formulas.

This study utilized the fundamentals of CLV and applied Rust et al.’s (2000) and
Rust, Lemon, and Zeithaml's (2004) methods in order to calculate CLV. CLV was pre-
calculated to measure CE. Rust, Lemon, and Zeithaml’s (2004) approach used common
components of the fundamentals of CLV such as the amount of purchase, the number of
purchases, discount rate, and contribution margin. The specific components and formula

for calculating CLV is described in the methodology section of this paper.

Measurement of Customer Equity

Several studies describe the measurement of CE on the basis of calctilating
Overall, the measurement of CE can be divided into aggregate and disagignezgjate
approaches (Kumar & George, 2006). The aggregate level approach is a top-down
approach computed using firm level measures (Kumar & George, 2006). In this
aggregate level, an average CLV of a firm’s customer who is availaldedsfor
measuring CE. On the other hand, the disaggregate level approach is a bottom-up
approach, first computing CLVs of every single customer, and then aggeghti

customers’ CLVs together (Kumar & George, 2006).
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Most studies on measuring CE used the aggregate level approach (Berger & Nasr-
Bechwati, 2001; Blattberg & Deighton, 1996; Hansotia, 2004; Hanssens et al. R2308;
Lemon, & Zeithaml, 2004). Similar steps were taken to quantify CE. Thet@st
measured expected contribution of each customer toward offsetting the configady's
costs over the expected life of that customer. The second step discounted thezlexpect
contributions to a net present value at the company's target rate of returmiietimga
investments. Finally, the discounted, expected contributions of all current esstom
were added together (Blattberg & Deighton, 1996). Under this aggregat approach,
Blattberg and Deighton (1996) calculated the optimal acquisition and retentiday rate
identifying the shape of the acquisition curve and finding the acquisition rate @Wkeis
maximized. Then, they incorporated two rates to optimize CE (Blattberg ghioei,

1996). In order to maximize CE, add-on sales and cross-selling were consglered a
additional sales continuously enhance the value of the customer relationship.
Furthermore, Blattberg and Deighton (1996) suggested that CE gains and lossds aga
marketing programs should be tracked and separate marketing planguisitan and
retention efforts should be developed (Blattberg & Deighton, 1996).

Using the aggregate level approach, Berger and Nasr-Bechwati’s (20@\) st
had a similar concept to Blattberg and Deighton’s (1996) approach in which acquisition
and retention were considered and integrated. Berger and Nasr-Bechwati (2001)
developed a general approach to the optimal allocation of promotion budget which
“optimally allocated an already set promotion budget under different mamkéitions,

focusing on the acquisitiomf new customejgetention ¢f existing customeys

24



allocation” (p. 50) through a combination of the two concepts of decision calculus and
customer equity.

Berger and Nasr-Bechwati (2001) adopted the procedure used by Blattberg and
Deighton (1996) in which Customer Equity is measured as the sum of two net present
values: (a) the return from acquisition spending, and (b) the return ftentioa
spending. In a similar study, Hansotia (2004) considered customers nethéi.e
acquisition) and veteran (i.e., the retention) customers. Hansotia (2004) didtusse
customer metrics should be organized by new and veteran customer datage amha
increase CE successfully. He argued thabativity-or process-based marketing
organizational structures that themarketing organization should be established with
two line divisions (e.g., customer acquisition and veteran customer management) and
three staff divisions (e.g., finance & customer metrics, marketing sepnaad product
management) for enhancing CE (Hansotia, 2004).

Rust, Lemon, and Zeithaml (2004) also used the aggregate level method. Their
approach incorporated customer-specific brand switching matrices by takiagerage
CLV of a firm’s customers (Rust et al., 2000; Rust, Lemon, & Zeithaml, 2004heiin t
research, information about the focal brand and the competing brand was used to model
acquisition and retention of customers in terms of brand switching (Kumar 8)&eo
2006). They presenteduaified strategic framework on the basis of projected financial
return, which dealt with the change in CE relative to the incremental expenditur
necessary to produce the cha(@ast, Lemon, & Zeithaml, 2004). Rust, Lemon, and
Zeithaml (2004) additionally examined a customer’s probability of switclmorg bne

brand to another. The probability of brand switching contributed to maximize CE by
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applying the issue of whether customers are willing to choose a diffeegrt or
purchase the same branventually,Rust, Lemon, and Zeithan{R004) proposed that
firms can analyze components of the greatest impact, comparing ttiernece with
that of competitors, and project the return on investment (ROI) through improgement
Under the aggregate level approach, classifying customers into a different
customer matrix was the same. Hanssens et al. (2008) broke down their studg@to thr
major measurable components: customer acquisition, customer retention, and cross- or
up-selling to existing customers. Previous research failed to identifyispgdgmftages in
attracting various customers within defined marketing mixes of markettivtias
(Hanssens et al., 2008). To keep various customers, Hanssens et al.’s (2008) study
analyzed the Wachovia Company and how its management focused on maximizing its
economic value using customers’ lifetimes. The expert team from adaadirket
research firm, TNS and from UCLA’s Anderson School of Management gatheeed dat
and presented models, which were a reliable basis for making futureiahagatisions.
Using these models assisted Wachovia to make better marketing invedauoisions
(Hanssens et al., 2008). This aggregate level approach aided in maxi@tzing
improving the drivers of CE while the disaggregate level approach aided in iziagim
CLV by implementing customer-level strategies (Kumar & George, 2006).
Several researchers used this disaggregate level approach in ordembizenaxi
CE (Bayon, et al., 2002; Venkatesan & Kumar, 2004; Wiesel et al., 2008). Bayon et al.
(2002) analyzed CE through three steps: (a) They determined industryesgeeit and
indirect CLV drivers; (b) they integrated both direct CLV drivers and @adlidrivers

which described variables in the customer database for individual customénsy(c)
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operationalized general CLV and Customer Equity calculation models. Thistimgrke
practice added CE as the key driver of shareholder value from businedy @8tyon et
al., 2002).

According to Bayon et al.’s (2002) study, CE is the monetary value potential of a
company’s current and future customers. Therefore, the adequate marketosghpp
enhanced this value potential of the company (Bayon et al., 2002). In terms of
segmentation, Bayon et al. (2002) clustered customers in segments with \&ahoides for
the CLV drivers indicated in the database. The average customer retessi@stimated
and individual CLV for the customer base was calculated. Bayon et al. (2002)
determined the mean value and standard deviation of the CLV in the different segments.
The disaggregate level did not use an average CLV at the level of a firm but rathe
individual CLV at a customer level.

In another study, Venkatesan and Kumar (2004) Gd¢édas a metric for
customer selection and marketing resource allocation. The authors selestteders on
the basis of their lifetime value. They chose customers whose lifetimeswatiigred
higher profits in future period¥énkatesan & Kumar, 2004 Venkatesan and Kumar
(2004 suggested that the predicted purchase frequency influences total piofit wi
marketing costs and contribution margin. The predicted purchase frequency was
comprised obwitching costge.g., upgrading and cross-buyinigolvemente.g.,
bidirectional communication, number of returns, and number of web-based contacts) and
previous behaviofe.g., product category purchased). The predicted purchase frequency
was used to calculate CLV. Their study analyzed a potential for improved fpfit

allocating marketing resources efficientignkatesan & Kumar, 2004 Ultimately, this
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dynamic framework assisted to maintain or improve relationships betweemeustand
the firm (Venkatesan & Kumar, 2004

Recently, Wiesel et al. (2008) researched CE in terms of financialireport
which differs from previous research which approached CE at differais ley a
customer’s matrix. Wiesel et al. (2008) broke down three customer valuesnetri
customer’s cash flonELV before marketing expenditureglquisition expenditures
(lifetime acquisition expenditures), anetention expenditure@ifetime retention
expenditures). They argued that it is appropriate to combine these threeetusihra
metrics with the discount rate to measure CE since the measures obnedeiat
acquisition expenditures per customer should reflect the investments. The goeself W
et al.’s (2008) study was to provide information to assist current and potentiabmyest
creditors, and other users to assess the amounts, timing, and uncertainty otipeospec
cash receipts on the basis of financial statements from the Internatioainfiog
Standards Board [IASB] (2004). However, realistically financiakstants including
balance sheets, profit and loss statements, and notes did not derive praglicatiens
for the objective of financial reporting. Therefore, Wiesel et 2008) approach tried
to bridge the gap between what financial statements are able to achieve alnddtiee
of financial reporting by adding information about the main factors that enzpdaesi
firm’s performance (IASB, 2005).

Upon taking into consideration all of these different levels of approaches, the
current study approached the aggregate level by using an average CL\Malflavai

customers at a firm’s level as well as at a segment level. Additipttaystudy
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computed CLVs of available single customer and then calculated an avéMge C
terms of the CE-based segments and hotel type.
Brand Switching Matrix

Studies on brand switching behavior or brand switching modeling have been
conducted by many researchers over a long period of time indicating to it$angmofor
evaluating marketing mix, and for identifying marketing strategiegp@der &

Lehmann, 1985; Colombo & Morrison, 1989; Deighton, Henderson, & Neslin, 1994;
Heerde, Gupta, & Wittink, 2003; Hsu & Chang; 2003; Morgan & Dev, 1994; Sun,
Neslin, & Srinivasan, 2003). Knowing about customers’ brand switching behavior is
critical for a firm for its survival, and to hold its existing customers (HsCh&ng,

2003).

Hsu and Chang (2003) identified the importance of advertising as one of the key
components of a marketing mix plan. Customers who are sensitive to advertising and
promotion may be inclined to switch brands (Hsu & Chang, 2003). Hsu and Chang
(2003) classified consumers by segmenting individuals according to diffewels of
advertising perceptions (e.g., attraction, function, brand, promotion, celebrity, and
package) and compared them with their brand switching behavior. Deighton, Henderson,
and Neslin (1994) examined brand switching and repeat purchasing behavior which are
affected by advertising. In other words, advertising has an impact on custdewsion
to stay with a brand (Deighton et al., 1994). Additionally, Deighton et al. noted that
advertising can increase the probability of brand switching.

Morgan and Dev (1994) suggested that branding switching is influenced by three

categories of variables: (a) context variables, changes in usage corsi¢éxatoon (e.g.,
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destination, method of payment, purpose of travel, etc.); (b) control variablé&gtimgr
mix variables (e.g., price, satisfaction, etc.) which are directlyaled by the firm; (c)
customer variables, customer background variables (e.g., socio-demographic
characteristics). High probability of brand switching is often controljethése three
categories of variables (Morgan & Dev, 1994).

From the perspective of the hotel industry, the context variables have an impact
on travelers’ or guests’ selection of lodging accommodations since theswitah hotel
brands depending on these changes in the usage context or situation during their stay
(Morgan & Dev, 1994). The control variables were also of importance when guests
chose the list of accommodations that they wish to add to their hotel membership or
travel club membership based on points or bonuses (Morgan & Dev, 1994).
Additionally, the customer variables directly influenced guests’ detisi selecting
hotels (Morgan & Dev, 1994).

Sun, Neslin, and Srinivasan (2003) examined whether brand switching elasticities
derived from using logit modeling techniques were better or worse than usicigstl
models. The over and under estimation of the models on promotional impact was
calculated. It was concluded that reduced-form model estimates ofdwécting
elasticities can be overestimated and a dynamic structural msdzkst for mitigating the
problem (Sun et al., 2003).

Bucklin, Russell, and Srinivasan (1998) examined the relationship between
market share elasticities and brand switching probabilities. Bucklin(é988) defined
that brand switching probabilities are “estimated from a panel or surt@giteer as

cross-classification probabilities (proportion of times briaaddj are purchased on two
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adjacent occasions), or as row-conditional switching probabilities (of those who
purchased branidast time, the proportion purchasing bramtliring the next purchase
occasion)” (p. 99). Additionally, the study discussed that brand switching prabkabilit
are assessed correctly even though brand switching probabilities aerimet from the
direct managerial actions (Bucklin et al., 1998). Consequently, research on brand
switching may have significant practical implications for managemsality (Bucklin et
al., 1998).

An example application of brand switching related to CLV is described (see Table
1). Suppose that a customer stays at “Hotel A” once per month, on average, amd pays a
average of $100 per stay in the hotel. Suppose that the customer recendlyastaye
“Hotel A.” Suppose that the customer’s switching matrix is such that 60% bftbée
will re-stay at “Hotel A,” given that he stayed at “Hotel A” lasté, and 40% of the time
he will stay at “Hotel B.” Suppose that whenever the customer lastistayeotel B”
he has a 50% chance of staying at “Hotel A” the next time and a 50% chatagiod
at “Hotel B.” Consider the customer’s next hotel stay.

Table 1. Brand Switching Matrix Probability

Probability of First Stay Probability of Second Stay
Hotel A 60% 50%
Hotel B 40% 50%
Total 100% 100%
L\lote:

" Switching matrix is such that the customer staydatl A 60% of time.
> Probability of selecting Hotel A = {(Switching prability of the customer) x (Probability of
first stay at hotel A)} + {(1-switching probabilitgf the customer)*(probability of second stay at
hotel A)}
- Probability of selecting Hotel B = {(Switching prability of the customer) x (Probability of

first stay at hotel B)} + {(1-switching probabilityf the customer)*(probability of second stay at

hotel B)}
" If there are regular relationship maintenance edjteres, they need to be discounted separately

and subtracted from the CLV.
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The customer most recently stayed at Hotel A; thus, the probability of the
customer’s staying at Hotel A in the next stay is .6, and the probability adrhivar stay
at Hotel B is .4. To obtain the probabilities for the customer’s next staynwpdysi
multiply the probabilities by the switching matrix. The probability of stgyt Hotel A
becomes (.6 x .6) + (.4 x .5) = .56, and the probability of staying at Hotel B beCémes
x .4) + (.4 x .5) =.44. Thus, we can calculate the probabilities of the customgs sta
Hotel A and Hotel B as many stays as we choose by successive watityliby the
switching matrix. The summation of these across all stays (to infinity oe lkely, to

a finite time horizon) yields the customer’s CLV for each hotel.

Drivers of Customer Equity

With the growing importance of Customer Equity, many recent studies have
indentified the actionable drivers of CE (Berger & Nasr-Bechwati, 20Gitdgrg &
Deighton, 1996; Blattberg, Getz, & Thomas, 2001; Bruhn et al., 2008; Dong et al., 2007;
Kumar & George, 2006; Dorsch & Carlson, 1996; Hansotia, 2004; Hanssens et al., 2008;
Hogan et al., 2002; Rust et al., 2000; Rust, Lemon, & Zeithmal, 2004; Wiesel et al.,
2008). The predominant drivers of CE were value, brand, and relationship equity
(Lemon et al., 2001; Rust et al., 2000; Rust et al., 2004). Each of these key drivers within
itself can play a significant role to increase CE as well as to inciieasennection
between these key drivers and CE, and to provide a strategy for firms to apelyppriat
respond and develop to changing customer needs. This section describes these key
drivers of CE based on previous research of Lemon et al. (2001) and Rust et al. (2000).

Figure 2 illustrates CE.
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There are three key drivers: (a) Value equity is the customiejestive
evaluation of the firm’s offerings; (b) brand equity is the custonsetgectiveview
of the firm and its offerings; and (c) retention (relationship) equity is te@er’s
view of the strength of theelationshipbetween the customer and the firm (Rust et

al., 2000, p. 55).

Value Equity

Customer
Equity

Brand Equity Relationship Equity

< >

Figure 2. Customer Equity Defined (Rust, Zeithaml, & Lemon, 2000)

Value Equity Driver

The value equity driver is the foundation of a customer’s relationship with a firm.
Lemon et al. (2001) defined value equity as “the customer’s objective assesdithe
utility of a brand, based on perceptions of what is given up for what is receivé®) (p.
According to the research of Lemon et al. (2001) and Rust et al. (2000), value equity is

influenced by three factors: (gality (a combination of objective physical and non-
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physical aspects of the products and servicespr{t¢ (the cost which the firm requires
the customer to pay for the products and services), amorfgeniencéthe actions that
reduce the customers’ time costs associated with search and efforts tinésusth
the firm).

Quiality, price, and convenience, the sub-drivers that influence value equity, eac
plays a role in the customer’s relationship with the firm. Previous résearservice
guality suggest that firms can increase the benefits that the custecwwe by
improvingquality, a sub-driver of value equity (Anderson & Sullivan, 1993; Cronin,
Brady, & Hult 2000; Gazzoli, Hancer, & Pa2009; Harris & Goode, 2004;
Parasuraman et al., 1988; Parasuraman, Berry, & Zeithaml, 1991; Taylor, Hadi&eg,
2006). Another sub-driver of value equitypisce. Several researchers have proposed
thatpriceis important when a firm improves buyers' perceptions about the quality of its
products with respect to its selling price (value) (Dodds, Monroe, & Grewal 1991;
Grewal, Monroe, & Krishnan, 1998; Zeithaml, 1988). Firms control price by reducing
the cost that customers have to pay when receiving service (Voohees, 2006, p. 24). The
third sub-driver of value equity monveniencevhich is defined gsresources such as
time, opportunity, and energy that consumers give up to buy goods and serviceg” (Berr
Seiders, & Grewal, 2002, p. 2). Kelly (1958) and Kotler and Zaltman (1971) proposed
that convenience is an attribute that reduces the nonmonetary price of a product. Br
(1990) suggested that convenience may be seen as a multinational construct to underline
the strategic and tactical marketing opportunities in a firm. Thereforetyqpaice, and
convenience are key sub-drivers of value equity because firms can use théoetwe

customers who purchase their products and services.
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As one key driver of CE, value equity also has characteristics which aral cent
for influencing purchases made among competing products (Rust et al., 2000). In order
to improve value equity, a key factor should be found to regenerate mature pratects si
a firm provides better products and services to customers (Lemon2&l).
Therefore, these three sub-drivers of value equity are considered siginiéictors
during customers’ hotel selection in the hospitality industry in terms of CE (Vqohees

2006). Figure 3 illustrates value equity.

Quality ] [ Price ] [Convenience

Figure 3. Actionable Drivers of Value Equity (Rust, Zeithaml, & Lemon, 2000)

Brand Equity Driver

The other driver of CE is brand equity. Brand is one of the significant concepts of
marketing literature since consumers consider the relationship between brdnds a
companies to be important (de Chernatony, 1999). To interrelate and integrate brands
and firms implied that companies should differentiate oneself in business and
communicate emotionally with customers in providing and performing their produtts a
services (Berry, 2000). Thus, it is necessary to comprehend the role which brand

associations play in the consumers’ evaluation process (Supphellen, 2000). Brands
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uniquely contribute to the marketing of a firm (Keller, 1998). Consumers invahakty
a brand image in their brand knowledge structure (Hoeffler & Keller, 2003jheAgame
time, brand equity is significant in order for companies to understand CE.

Value equity is a customer’s objective evaluation of the firm’s products and
services while brand equity is the customer’s subjective view. The brand eduety dr
was built through image as a magnet to attract new customers to the firmisaad i
reminder to customers about the firm’s products and services (Lemon et al., 2091). It
therefore also the customer’s emotional tie to the firm. Consequently, brandigquity
created when customers have positive perceptions about products and servicéas firm
to offer. Lemon et al. (2001) defined brand equity “as the customer’s subjeutive a
intangible assessment of the brand, above and beyond its objectively perceivedpvalue”
22).

Many researchers have studied brand’s impact and significancekatmgr
(Aaker & Keller, 1990; Grewal, Krishnan, Baker, & Borin, 1998; Hoeffler & Kelle
2003; Keller, 1998; Yoo & Donthu, 2001). According to Lemon et al. (2001) and Rust et
al. (2000), brand equity had three actionable sub-dribeasid awarenessttitude
toward the brandandcorporate ethics However, Yoo and Donthu (2001) proposed that
brand equity has four dimensiofisand loyalty brand awarenesperceived quality of
brand andbrand associationsKeller (1998) classified brand equity in two broad
categoriesbrand awarenesandbrand imageas brand knowledge. The first category,
brand awareness consistedodind recallandbrand recognition The second category,

brand image includetypes favorability, strength anduniqueness of brand associations
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Keller (1998) categorizeldrand associatiomnto attributes, benefits, and attitudes. Berry
(2000) categorized brand equity ifdiand awarenesandbrand meaning/image

Based on previous classifications of brand equity, it can be comprised of brand
awareness, brand loyalty, brand image. These dimensions were mostly exglore
the findings of marketing and consumer behavior research in relation to brand equity
(Barwise, 1993). The current study based brand equity construct on the research of
Lemon et al. (2001) and Rust et al. (2000). Other actionable sub-drivers of bragd equit
brand imageandbrand loyaltywere also added. These actionable sub-drivers were
developed as brand equity in order to understand CE.

Brand awarenesgefers to “the tools under the firm’s control that can influence
and enhance brand awareness, particularly marketing communications” (Lerhpn et a
2001, p. 22). Aaker (1991) defined brand awareness as “the ability for a buyer to
recognize or recall that a brand is a member of a certain product catggdy). Some
researchers proposed that brand awareness consists of brand recognitionland reca
(Keller, 1993; Rossiter & Percy, 198Brand loyaltywas defined as “the attachment
that a customer has to a brand” (Aaker, 1991, p. 39). Brand loyalty refers to the yendenc
to be loyal to a focal brand, which is demonstrated by the intention to buy the beand as
primary choice (Oliver, 1997)Attitude toward the brandefers to “the extent to which
the firm is able to create close connections or emotional ties with the cosS(ioeenon
et al., 2001, p. 22). Attitude toward the brand in turn is influenced by the specific
character of the media campaigns and direct marketing used by the fima.afbe
several studies on consumer attitude in consumer behavior (Ajzen & Fishbein, 1977;

Oliver, 1980, 1981; Sheppard, Hartwick, & Warshaw 1998). A study by Yoo and
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Donthu (2001) presented brand loyalty as “the tendency to be loyal to a focal brand,
which is demonstrated by the intention to buy the brand as a primary choice” (p. 3). The
current study’s definition of attitude is based on Oliver’s (1997) study. Braniylaya
often considered to be similar to attitude toward a brand.

Corporate ethicss another factor that affects a customer’s perception of brand. It
can be defined as the specific actions a company takes such as: companmstyrships
or donations; firm privacy policy; and employee relations that can have s@asipact
on customers’ perceptions of the firm (Lemon et al., 2001; Rust et al., 2000). féere a
several studies on corporate ethics in several industries (Mitchell, 19$:kd,a
Dahlstrom, & Gassenheimer, 1991; Robertson & Anderson, 1993). Mitchell (1994)
suggested that customers have increasing concern for the environmeaoitpanmedte
ethics. Customers may focus on their trust in the product or service provider, and not jus
on the brand. In other words, customers consider other things such as sponsorships and
charity in the community as being critical to the evaluation of the brandh(@litd.994).

Figure 4 illustrates brand equity.

Brand
Equity

Brand Brand Brand Attitude Corporate
awareness loyalty image toward ethics

Figure 4. Actionable Drivers of Brand Equity
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Lemon et al(2001) discussed brand equity as the most important driver to attract
low-involvement customers, to increase existing customers re-purchase, and to
recommend the products and services to others who have no experiences with the
products and services of the firm. One important consensus among the definitions of
brand equity is that it is the incremental value of a product due to the brand name
(Marketing Science Institute, 1991). Collectively, brand equity consisteciod br
awareness, brand loyalty, brand image, attitude toward the brand, and cozfiocate
These actionable specific dimensions may be helpful in understanding brandrequity
terms of CE; thus, this study considers brand equity as one of the key driG&tsrof

order to capitalize CE.

Relationship (Retention) Equity Driver

The relationship of a firm with its customers is another important driver that has
to coexist with designed brand equity and value equity (Lemon et al., 2001).
Relationship equity is intended to enhance the “stickiness” of the relapongh the
customers. That is, even though firms may be able to attract new custonemaduct
with its strong brand, it is not enough to retain existing customers or to acquire ne
customers (Lemon et al., 2001).

Lemon et al. (2001) defined relationship equity as “the tendency of the customer
to stick with a brand, above and beyond the customer’s objective and subjective
assessments of the brand” (p. 22). The primary goal of building programs mbiorete
equity was to maximize both the likelihood and size of repeat future purchades, whi

minimizing the likelihood that a customer may purchase from or switch to a atonpet
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(Rust et al., 2000). As actionable sub-drivers of relationship equity, this stutheébon
loyalty programs, special recognition and treatment programs, affinity and emotional
connection programgndcommunity-building programssdeveloped by.emon et al.,
(2001) and Rust et al. (2000).

Since the customer-centered approach was presented in the literaturdéeby Kot
(1967), many researchers in marketing have focused on consumer satisfactioraiynd loy
(Bendapudi & Berry, 1997; Bolton, 1998; Bolton, Kannan, & Bramlett, 2000; Keh &
Lee, 2006; Oliver, 1980, 1997; Rust et al., 2000). Bolten et al. (2000) proposed that a
firm’s loyalty reward programsnay have a positive effect on customer evaluations, and
buying behavior for the long term. Several researchers suggesteny#ipt programs
assist customers to increase their satisfaction level and have a pofiitieece on the
long-term financial performance of the firm (Anderson et al., 1994). éBand Jones
(1995) pointed the importance of the loyalty program as they will increaseabe ofsa
firm’s products or services. Consequently, Bolten et al. (2000) proposed that firms must
guantify such loyalty program’s influence on future purchase behavior in order to
determine their long-term efficacy. Loyalty programs appearedvardeor compensate
customers for their purchase behavior (Rust et al., 2000).

However, the firm’s best customers can value other types of benefistinaor
monetary rewardsSpecial recognition and treatment progracas be provided as an
example of that appeared in the airline industry. Many airlines had antptatievel
membership program which has benefits such as early boarding and callingttmeer
by name at check-in. These treatments were appreciated as higldy@astty (reward)

programs such as double frequent flyer miles and upgrades to first classt @ust e
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2000). One such program, the Sears Best Customer Program, utilized a program that
gave customers a spect&dars credit carddentifying them as &ears Best Customer
when they spent more than a certain dollar amount (Durham, 1996). This program
reported that the best customers preferred the nonmonetary benefits suatras bett
treatment service rather than extra discounts and sales offers (Durhanl&ra96; et

al., 2001).

Affinity and emotional connection programssanother nonmonetary customer
commitment program. These programs encouraged group affinity to tap into a
customer’s interests and thereby strengthen the emotional connection tmt(feust et
al., 2000). The success of an affinity program/emotional connection program depended
on the ability of the firm to identify and access a key customer interestatiomal link
(Rust et al., 2000). Companies should target the affinity group members to Ibg acute
interested in a firm’s products and services and to invest time and effort irstamdiéeng
more about the affinity group (Johnson, 1998).

The other actionable sub-driver of relationship equitommunity-building
programs. These programs gave firms the opportunity to build upon the brand
personality to create a customer community. Depending on a firm’s praohacts
services this influenced the creation of a customer community. Howevemgrebeti
customer community was dependent on the “personality” of the firm and the motivations
of its customers (Rust et al., 2000). This equity was improved to the same extent when
the firm is viewed positively in the community (Lemon et al., 2001). Figure 5 iltastra

relationship equity.
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Equity

Loyalty Special Affinity Community
program recognition program building
program program

Figure 5. Actionable Drivers of Relationship Equity

Ultimately, these programs for relationship equity may make the apmpa
increase profitability (Lemon et al., 2001). Pearson and Gessner (1999) ergphiasiz
importance of customer retention (relationship between a customer and a gphkpan
loyalty. A 5% improvement in customer retention could result in an 85% increase in
profits in the banking industry, according to their article in the Harvagingss Review
(Pearson & Gessner, 1999). Similarly, the Council on Financial Competitione@port
that a 5% increase in customer retention could result in an 80% increase in profits
(Pearson & Gessner, 1999). Therefore, customer retention is also impmrtadsuring
CE since retention increases profitability by increasing the numbeeahsdrof revenue
from customized products and services.

Customer Equity became more significant in the business of marketingtihroug
key sub-driversvalue equityi.e., quality, price, and convenienciedand equityi.e.,

brand awareness, brand loyalty, brand image, attitude toward the brand, and corporate
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ethics), andelationship equityi.e., loyalty program, affinity and emotional connection
program, and community building program).

The fundamental goal of this study is to understand the needs of an individual
customer through actionable sub-drivers of CE. Therefore, it is necessaryato use
approach in which firms should measure CE as a whole rather than only value, brand, and
relationship equity, respectively, because CE incorporates all these ahghleh equity
driver in order to accurately understand individual customers’ needs. Additiohally, t
study finds practical strategies and action plans in terms of segmentatezhdraCE.
Eventually, a firm that serves the market more effectively and satiséiconsumers’
needs fosters a flow of successful business towards itself (Robertsanc&,B992). In
the next section, market segmentation is presented with the importancedivadual

customer’s needs.

Market Segmentation

Customization or individualization has been one of the main streams in marketing
for businesses over the past decade (Hyatt, 2005; Precision Marketing, 200%; Rust
Kannan, 2003). Market segmentation is also one of the most used strategicleggonmoac
marketing for customizing products and services (Blocker & Flint, 2007; P&me
Millier, 2004; Raynor & Weinberg, 2004; Wedel, 2001). According to Rust and Kannan
(2003), to obtain customization or individualization strategic approaches aednee
build Customer Equity, to provide personalized and customized offerings, to inmpleme

self-service strategies, and to develop privacy and security riskgeraeat. In the
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current study, the CE approach in terms of segmentation is for individualizedinarke
strategies.

The main purpose of market segmentation is to break down markets from one
group to several sub-groups based on common needs (Blocker & Flint, 2007). Since the
pioneering study of Smith (1956), for decades, the concept of market segmentation has
been widely acknowledged among researchers and practitioners (Andersonus: N
1999; Blocker & Flint, 2007; Moriarty & Reibstein, 1986; Raynor & Weinberg, 2004;
Webster & Wind, 1972; Weinstein, 2006; Wind, 1978). It has also been tested to aid in
the understanding of customers (Albert, 2003).

Segments played an important role in creating opportunities for innovations based
on meeting customer’s specific needs more precisely (Raynor & Weird¥4).

Identifying profitable segments and meeting the common needs of custoreosher
key role of segmentation (Blocker & Flint, 2007). Competent segmentaticteassi
targeting profitable customers (Beane & Ennis, 1987; Berrigan & Finkbeiner, T89;
& Clowes, 2002) and in maintaining a competitive advantage (Palmer & Ni08&4).

There have been several different approaches to segmentation over the years.
Traditional segmentation used socio-demographic variables such ascages,iand
education as its basis (Yankelovich, 1964). Subsequently, the base for segmentation
included personality and lifestyle, attitude, behavior, product usage, and purchase patt
variables (Kotler, 1980). Market researchers have also used economic and béhavior
theories and sophisticated analytical techniques for better understandindketf ma
segmentation (Dickson & Ginter, 1987). Continuously, researchers have studied

segmentation on the basis of a single set of socio-demographics, psychograghics, a
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other general customer characteristics (i.e., product categotgeralditudes, and
product usage-related behaviors, etc.) (Neal & Wurst, 2001; Yankelovich & Meer, 2006).
However, these segmentations may have limited applications because these
methods use only one type of variable although varying segments have diffedmt nee
(Neals & Wrust, 2001). Thus, Neals and Wrust (2001) suggested that it is net@ssary
segment on a combination of more than one type of variable, using different standards
Since most criteria actually determined buyers’ response to produthgé$iethese
requirements were invariably multidimensional encompassing attituckss, nalues,
benefits, means, occasions, and prior experiences, depending on the product or service
category and the buyer (Neals & Wrust, 2001). Segmentation based on non-demographic
traits such as values, tastes, and preferences offered vast informationezbtaphat of
traditional demographic traits (Neals & Wrust, 2001). These traditional ségtoa
traits have been found to be weak determinants of consumer buying behavior
(Yankelovich & Meer, 2006).
Examining segments in hotels was particularly important because detailed
segments provided specific information about consumer purchasing patternsatpensa
in the hotel industry (Bowen, 1998; Hing, McCabe, Lewis, & Leiper, 1998; Moskowitz &
Krieger, 2003; Palakurthi & Parks, 2000;). The goal of the current study is¢o bett
understand how sophisticated segmentations are represented in relation to therconsum
purchasing behavior in the hotel industry. Thus, the following section describes the
theoretical work on traditional market segmentation in the hospitality indastrell as

introducing a new approach, CE-based segmentation. Eventually, managers in hotels
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may be interested in this new CE-based segmentation and utilize it to disoesise

information of each segment group as well as each individual customer.

Segmentation in the Hospitality Industry

In the hospitality industry, segmentation has been used as a long term gixategy
companies (Bowen, 1997; Bowen, 1998; Davis, 1987; Dev & Hubbard, 1989; Hing et al.,
1998; Moskowitz & Krieger, 2003; Palakurthi & Parks, 2000; Voohees, 2006).
Numerous research studies have identified segmentation as an important concept in
hospitality marketing. Most of these studies applied the traditional segraenta
approach where customers’ socio-demographic, geographic, psychographic, and
behavioral characteristics were used for segmentation (Hing et al., 1998)Witzs&
Krieger, 2003; Palakurthi & Parks, 2000).

According to a meta-analysis of market segmentation research pdibstrecen
1990 and 1998 in the hospitality and tourism industry, Bowen (1998) identified three
streams: market segmentation, market targeting, and marketing positioruogrdiig
to Kotler, Bowen, and Makens’s (1999) study, market segmentation was thesfirdtat
categorizes customers in a market into sub-groups, which might requémrealiff
products and marketing mix plans. Bowen (1998) summarized that the variables
traditionally used for segmentation are demographics (e.g., age, gendbr]ifaroycle,
income, occupation, education, religion, race, and nationality), geographic @an, re
zip codes), psychographic (e.g., likes and dislikes) and behaviouristic variaples (e.
consumer needs, wants, and usage rates).

Another traditional segmentation study, Mehta and Vera (1990) segmented the

hotel’s market in Singapore into a group segment and an individual segment. These

46



segments were analyzed by three variables: income, nationality, and purpseast vi
socio-demographics. THeroup segmertonsisted of group tours, conventions,

corporate meetings, and airline crews; whileitttevidual segmentvas comprised of
corporate travelers, FTP (frequency-traveler program), GIT (segmgrgd inclusive
tours), and full rate & miscellaneous (Mehta & Vera, 1990). Such a segmentation
approach can assist a hotel to provide appropriate products and services te meet |
targeted customers’ needs depending on group or individual segment (Mehta, & Vera
1990). Since each hotel must have an effective segmentation approach for imdgentifyi
business opportunities, the hotel examined the unique needs of different customer groups
(Mehta & Vera, 1990). Mehta and Vera (1990) investigated the importance of various
attributes that the hotel perceived when targeting the market. Additiodahta and

Vera (1990) found differences between various target markets in both customers’ choic
criteria and hotel evaluation. Mehta and Vera (1990) concluded that the individual
segments are more attractive than the group segment.

Kee, Ghosh, Mehta, and Vera (1990) also examined hotels in Singapore to
examine the challenges of reformulating strategies on the basis ofitte@ealysis.
Hotels have not done well when compared to others in nearby destinations in spite of
their competitive pricing and an ideal location (Kee et al., 1990). Thus, SWOTianalys
techniques on the basis of critical success factors identified were appfietkls in
order to find the specific segments in the hotel industry (Kee et al., 1990).

In yet another traditional segmentation study, Palakurthi and Parks (2000)
conducted socio-demographic market segmentation in the lodging industry. The

researchers developed models for determining aggregate lodging dematichbyireg
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the demand for each market segment individually (Palakurthi & Parks, 2000). The
aggregate lodging demand was defined as “the number of rooms requiredngptisfyi
accommodation needs of all business and pleasure travelers in the USA duririg a year
(Palakurthi & Parks, 2000, p. 136). This approach found that the important variables
influencing aggregate lodging demand in the USA were socio-demogfaptacs such

as age distribution, income distribution, occupation, and gender (Palakurthi & Parks,
2000). Unlike methods used in previous research, their study used regression models
with aggregate lodging demand as the dependent variable and the dummysvariable
describing the socio-demographic market segments as the independen¢wvariabl
(Palakurthi & Parks, 2000). Palakurthi and Parks (2000) analyzed the socio-demographic
variables one at a time (i.e., age and income) and analyzed differerweesrbsbcio-
demographic variables (i.e., the difference between age and income, the difference
between age and occupation, etc.). The researchers found significanhseigs

between selected socio-demographic variables and aggregate lodgargdarthe USA
(Palakurthi & Parks, 2000).

In Moskowitz and Krieger’s (2003) study, the researchers categorized hotel
customers in a mid-priced hotel into four segments according to customeirsj stay
patterns and preferences: segmeimtérested but not responsj\&egment 2,00m as
office segment 3pampersand segment 4pom as vacation The characteristics of each
segment are followsSegment Was very interested in the mid-priced hotel, and had
almost no positive utility valuesegment 2vas very interested in the hotel room as an
office away from the office, and the utility values for the nine elements vesy high;

segment Presented modest basic interest in the hotel’s features that communicated

48



‘pampering,’ but did not respond as strongly to the hotel’s best elementse@meént 4
considered hotel rooms as the center of vacationing, and had exceptionally low basic
interests in the hotel elements. The criterion of segmenting customerssgdsbaon
their demographics and socio-demographics, but their purpose of staying and behavior.
Moskowitz and Krieger (2003) also found nine key elements, which customers consider
important during their stay. These included customer service, business ansyotie
amenities, convenience, leisure amenities, emotional benefits, custoisfacsan,
incentives, and taglines (Moskowitz & Krieger, 2003).

This traditional segmentation approach aided in understanding customers in the
marketing literature (Albert, 2003) and it was used as a strategic apgrpaompanies
(Dev & Hubbard, 1989; Hing et al., 1998; Moskowitz & Krieger, 2003). Nevertheless,
this traditional approach was not enough to better understand customized segnsentat
The Customer Equity approach is better suited to understand precise consunggr buyi
behaviors, which is why the current study adopted the CE-based segmentation io orde
obtain more information than would be obtained using the traditional segmentation
approach. The following section describes CE-based segmentation. In thishstudy,
CE-based segmentation means that researchers segment the markest af teem

Customer Equity approach.

Customer Equity based Segmentation
Recognizing the deficiencies of the traditional segmentation approach, recent
research in marketing has been utilizing a more sophisticated and meaningful

segmentation approach to obtain enough information about consumers’ charagteristic
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(Voohees, 2006; Yankelovich & Meer, 2006). Meaningful segmentation involved
collecting of relevant data on emerging social, economic, and technoltgruds and
using it to identify segments properly (Yankelovich & Meer, 2006). Voohees (2006)
agreed that meaningful segmentation is important because it allows cosnpanie
discover a customer’s actual buying behavioral patterns. To find medningfu
segmentation, Jaworski and Jocz (2002) suggested that market segmentation should be
done in terms of individualization. It incorporates a broader range of data thaorneddit
segmentation approaches.

According to Yankelovich and Meer’s (2006) study, behavioral charactsristic
and attitude were added to traditional segmentation research such as denmggraphic
order to find more meaningful information than the previous traditional segmentation
approach. They emphasized that demographics, behavioral charactenstiagtitude
are key variables to corporate profitability (Yankelovich & Meer, 2006). Timese
dimensions combined with segmentation research provide a better understanding of
Customer Lifetime Values (Yankelovich & Meer, 2006).

Voohees (2006) conducted a Customer Equity-based segmentation in order to
better understand the characteristics of each group. He collected dafauratifferent
types of industries: airline, hotel, grocery, and restaurant (Voohees, 2006). Voohees
(2006) demonstrated the efficacy of segmenting customers based on theptipescof
the CE drivers (Voohees, 2006). The identified CE drivers of Voohees’s (206¢) st
were as followsvalue equity(i.e., service quality, physical goods quality, convenience,
satisfaction, price, valuebrand equity(i.e., brand awareness, attitude toward the firm,

service provider image, corporate citizenship, corporate ethics, brand) eguity
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retention equity(i.e., trust, enduring commitment, affective commitment, switching costs
preferential treatment, and quality of the loyalty programs) (Voohees, 2086&d Bn

all of these CE drivers, consumers in hotel samples were clustered intogmanse

groups (Voohees, 2006). Each segment group had a different impact on these sub-drivers
of CE depending on multiple outcomes variables (i.e., share of wallet, @eclusi
consideration, identification, advocacy, and switching intentions). Finally, \ésohe

(2006) found that the CE-based segmentation approach is meaningful to divide the
markets because specific information about customers from different segno@os was
derived from these sub-drivers of CE.

The CE-based segmentation approach was required to better understand the needs
of an individual customer and to recognize precisely his or her characteaistiut
buying patterns (Voohees, 2006). Segmenting in terms of the CE approacheatagye
more information about each group than using only socio-demographics of customers
(Voohees, 2006). Therefore, the CE-based segmentation approach produces
sophisticated information that is a necessary for marketing ef#eess.

Ultimately, customized segmentation encouraged customers to spend more as
services are better customized to suit their needs (Wedel, 2001). Thippreadch to
segmentation can lead to more efficient marketing and enhanced proyitgbaal &

Waurst, 2001). Yankelovich and Meer (2006) stated that customer-oriented segmentatio
can identify customers who are profitable to the company, and assist the gdmpan

focus on them for marketing purposes. This customized approach made market
segmentation successful because segments responded differently imkibknignanix

(Neal & Wurst, 2001). Eventually, companies increased their financiah wodugh
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effective marketing segmentation at the individual level. Therefore, nragket
segmentation needs to be narrowed down to individual level (Hyatt, 2005) and this new
paradigm is called customized services (Rust & Kannan, 2003). CE may bepée pr
approach to accomplish this customization because it aids firms in accurately
understanding the customer and in satisfying the customers’ needs.

Hence, the current study segmented using the Customer Equity approach, not the
traditional segmentation approach. The ultimate aim of the CE-based segmentat
approach is to improve a firm’s performance and keep the positive relationshgebetw
customers and companies for marketing effectiveness in the long term. Factaesf
strategy on the basis of the CE-based segmentation, the following sessidredeber
development of the effective CE marketing strategy through the process omeust
Equity Management (CEM). Eventually, this study develops effective anticaiac

action plans for CE marketing.

Customer Equity Management

Justification of Customer Equity Management

Customer Equity (CE) is eventually the dominant paradigm, guiding management
in marketing (Bell et al., 2002). Research on CE has considered its maxameat
critical objective of customer-company relationship managementéB&rfjlasr, 1998
Berger & Nasr-Bechwati, 200Dong et al., 2007; Venkatesan & Kumar, 2004). Its
effective management encouraged a firm to explicitly understand tloe Yawtch
contributes to the maximization of measuring customer value and enhancing the

understanding of interactions among them (Desai & Mahajan, 1998; Dong et al., 2007;
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Pfeifer & Carraway, 2000; Reinartz, Thomas, & Kumar, 2005). ThereforepiGast
Equity Management (CEM) encompassed all activities that firms need ¢tiveffe and
efficiently maximize Customer Equity (Bell et al., 20@2uhn et al., 2008; Hogan et al.,
2002). Various elements of marketing efforts were of important to the compaay sinc
these marketing efforts made firms improve each driver of CE in order to aduahee
contribution margin and eventually, in CE (Kumar & George, 2006). After finding
important elements of marketing efforts, therefore, CEM provides specifietimay
strategies and action plans; ultimately, marketing effectivenedsecachieved in terms
of the CE approach.

Globally, firms have tried to pay more attention to understanding and improving
their marketing effectiveness (Appiah-Adu, 1999; Eusebio, Andreu, & Belbeze, 2006;
Ghosh, Schoch, Taylor, Kwan, & Kim, 1994; Kahn & Myers, 2005; Nwokah & Ahiauzu,
2008; Webster, 1995). Many companies have made efforts to achieve measurable and
actionable marketing effectiveness programs (Morgan, Clark, & ®o0p0@2; Kahn &
Myers, 2005; Sheth & Sisodia, 2002). Recently, many firms have considered how well
they perform at satisfying individual customer’ needs and wants (Euseddip 2206).
Thus, companies have started to assess the effect of marketing effatropany’s
financial statement (Clark, 1999) by allocating the outcomes of individual timayke
activities over the financial statements (Kahn & Myers, 2005). Since makigses
provided financial outcomes, it became an innately effective and effio@rfor
developing marketing strategies and action plans (Wyner, 2004). Ultinthisly
marketing effectiveness had an impact on profitability, growth, and cestoased

performance (Appiah-Adu, Fyall, & Singh, 2001).
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In service marketing, a customer-oriented measure such as customesmetanti
be used as a means to evaluate a service firm's performance (Appiah-AdH 989z,
Jones, Loveman, Sasser, & Schlesinger, 1994; Reichheld, 1996). Eusebio et al. (2006)
found that customer-based measures have a leading role in the evaluation obhgarke
effectiveness in hospitality and tourism companies. The marketing edieesis of a
company depended on whether management can design a profitable strateggr(\Webst
1995). Unless companies developed appropriate marketing strategies, maisbimg)
did not yield advantageous results (Constantinides, 2006).

To analyze the marketing effectiveness, at first Kotler (1967) suggestdivéha
perspectives (i.e., customer philosophy, integrated marketing organizatemuate
marketing information, strategic orientation, and operational efficiestay)ld be
analyzed. One of these perspectistigtegic orientatiorbecomes achievable by
generating innovative strategies and plans as well as ‘operatiocarefii’ by
implementing those strategies and plans for long-run growth and profitabititie (K
1967). Recently, Eusebio et al.’s (2006) study used the six categories lesthblis
Marketing Science Institute (1999) to measure marketing performangefketing
effectiveness. These six categories arefifancial measure§.e., turnover,
contribution margin and profit), (ltompetitive market measur@<., market share,
advertising and promotional share), ¢ohsumer behavior measur@®., consumer
penetration, loyalty and customer gained),cq@)sumer intermediate measu(es.,
brand recognition, satisfaction and purchase intentionglif@jt costumer measurése.,

distribution level, profitability of intermediaries and service quality), @nd
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innovativeness measures (i.e., products launched and their revenue) (Marketimg Sci
Institute, 1999; Eusebio et al., 2006).

When built upon the previous research on the measurement of marketing
performance, CEM can achieve an effective marketing strategy aod plens for
marketing effectiveness because CEM effectively maximizessGiel as develops
practical action plans on the basis of the CE strategy (Bell et al., Rt et al., 2008;
Hogan et al., 2002). When a firm managed customers as the firm’s strategjic asse
depending on various elements of marketing efforts (Kumar & George, 2006), CEM
created many specific and practical management challenges dsenbimn understands
each customer’s new needs and wants and knows their key marketing eftgads et
al., 2002). The CEM process is significant in hotel companies becaugsti &ss
improve their performance, hold existing customers, and acquire new ones. Since the
CEM process suggested specific action plans, it ultimately encouraggs to improve

their profitability.

Concepts and Process of Customer Equity Management

CEM dealt with an investment in the customer relationship between customers
and companies (Bruhn et al., 2008). The successful CEM process resulted froim specif
CEM activities (Bruhn et al., 2008). In other words, the specific strategies tonl ac
plans through the CEM process led to effective and efficient managementom@us
Equity (Bruhn et al., 2008). Moorman and Rust (1999) and Webster (1992) all agreed
that the CEM process played a critical role in marketing practicesse¥\geal. (2008)

identified the significance of CEM in context of three levels of customé&ranéi.e.,
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customers’ cash flows, acquisition expenditures, and retention expendituré®) for t
effective performance management.

Hogan et al. (2002) presented a conceptual model of CEM to maximize and to
achieve profitability by managing CE. The conceptual model of CEM showedéke ef
of the relationship between the firm’s Customer Equity Management skills and two
constructsvalue of potential customer assatelvalue of extant customer assefhese
two constructs were influenced biock of non-relational assets/skillelltimately, the
value of potential customer assatsl thevalue of extant customer assatso influenced
CE (Hogan et al., 2002). In other words, these assets to Customer Equity (e.duethe va
of the firm’s plant, equipment, brands, etc.) were controlled by the fldums$omer
Equity Management skills which arrange them in a way to increase its Gudtojuity
(Hogan et al., 2002). Hogan et al. (2002) suggested that CEM had implications at all
levels of the firmthe organizational, the strategic business uaiithe operational
levels At the organizational level, CEM assisted the firm’s strategicsassbeing
matched in the markets (Hogan et al., 2002). It is because of strategdlasistte
greatest potential for maximizing Customer Equity, organizationaliiées, and action
plans contribute to the firm’s CE (Hogan et al., 2002). At the strategic business unit
level, CEM identified the optimal marketing mix to maximize CE in nea¢ through the
CEM’s model and measurement systems. Finally, at the operationald&MlI,
developed the systems necessary to deliver the marketing nidif@dual customers
(Hogan et al., 2002).

Bayon et al. (2002) identified CEM as Customer Equity Marketing, which is

derived from the value-based marketing approach, instead of Customer Equity
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Management. However, the main objective of Customer Equity Marketing nvéar 2o
Customer Equity Management. Its purpose was to maximize CE through the
management of both acquisition and retention focusing on CLV. Thus, Bayon et al
(2002) defined Customer Equity Marketing as “a management approach foitamguis
and retention, geared to individual lifetime values of current and future custortters wi
the aim of continuously increasing Customer Equity” (p. 214).

According to Bayon et al.’s (2002) study, Customer Equity marketing was a
process which consists ahalysis, planning, implementatioandcontrol. First, the
analysisprocedure had eight steps: (a) determination of industry-specific direct and
indirect CLV drivers; (b) integration of both direct CLV drivers and indidztters as
describing variables into the customer database; (c) operatiomaliphtgeneral CLV
and CE calculation models, and integration of associated algorithms intodhaidatg
procedures; (d) clustering of the customer base in segments eachmi@hsalues for
the CLV drivers indicated in the database; (e) estimation of the averstgeneu
retention duration for the identified customer segments; (f) calculation of individua
Customer Lifetime Values for the customer base through mean value and standard
deviation of the CLV in different segments; (g) description of utility stmest typical for
the segments (e.g., by Conjoint measurement; checking of segments fotidestinlity
and socio-demographic variables); and (h) clustering of potential custonsegments
each with similar values for direct CLV drivers.

Secondly, Bayon et al. (2002) identified fflanningprocedure of the firm by
formulating: (a) a target goal for Customer Equity; (b) segnpeettific target goals for

the key CLV drivers; (c) benefit based planning of products, and additional sdorices
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individual segments; and (d) plan efficient value adding and steering pFsdesssing
on the target objectives for the CLV drivers wiijtltore value adding processes (e.g.,
information oriented processes, and marketing mjxjpcus processes (e.g., geared to
recipient of service, geared to service object, geared to service spaed,tgeservice
competition),iii) integration processes (e.g., brand management)yjpoodre steering
processes (e.g., strategy development process, measurement planniss) plexgsion-
making process, control process).

In addition, Bayon et al.’s (2002) study suggestedrtipementatiorprocedures
for Customer Equity Marketing. In thmplementatiorprocedures, the firm applied
segment-specific implementation of the goal system regarding CE andytGé¥e
drivers. The firm applied the planned value adding and steering processes., Finally
Bayon et al. (2002) proposed tbentrol procedure. In theontrol procedure, the firm
controlled continuously effectiveness and efficiency of value adding agngte
processes through goal performance, benchmarking, and gap analysis. Figure 6

illustrates the CEM process of Bayon et al.’s (2002) study.

Analysis > Planning > Implementatior> Control >

N _
—

CEM Process

Figure 6. CEM Process (Bayon, Gutsche, & Bauer, 2002)
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Bell et al (2002) evaluated CEM and developed implications for research and
practice. Bell et al. (2002) presented seven challenges to CEM, whia$ fateows: (a)
assemble individual-level, industry-wide consumer data; (b) track nraglsegffects on
the balance sheet, not just the income statement; (d) model future revenues delyropria
(d) maximize CLV, not just measure; (e) align organization with customeageanent
activities; (f) respect the sensitivity of customer information; @evolve chairman
from an efficiency tool to a service improvement tool.

Dong et al. (2007) suggested CEM as the role of channel quality. Dong et al.’s
(2007) study developed the model of Customer Equity regarding the optimaliaficmfat
marketing resources through acquisition and retention activities. Also, Dahd2207)
proposed channel quality as a relevant decision variable which demonstrates the
existence of an optimal value. Furthermore, Dong et al. (2007) provided sensitivity
analyses that regard changes in the true values of model parametercamaayan
managerial inputs. On the basis of Customer Equity model (Blattberg &tbejg
1996), Dong et al. (2007) extended Customer Equity modeling in the context of channel
guality; channel quality as a decision variable; channel quality and the non-indegende
of acquisition and retention; shape of acquisition and retention response functions; and
non-zero acquisition and retention rates at zero spending. Additionally, decisidnsa
was presented in Dong et al.’s (2007) study because decision calculus can advance the
guality of managerial decision making (Lilien, Rangaswamy, van Bruggen,rkeSta
2004; van Bruggen, Smidts, & Wierenga, 2001).

Bruhn et al. (2008) proposed how to manage CE from a firm’s point of view.

Bruhn et al. (2008) referred to Customer Equity as the value of a firm's ergicener

59



base or the aggregation of customers' individual customer values in terms oB@ihn

et al (2008) also agreed that CEM plans all activities to maximize CE (Bdl| 2082;
Hogan et al., 2002). Bruhn et al. (2008) identified specific CEM activities by a
qualitative study (e.qg., interviews) which also confirms the definition of @6m a

firm’s perspective. Bruhn et al. (2008) categorized three dimensions of &talysis,
strategy andactions With the result of the qualitative study, Bruhn et al. (2008)
identified specific CEM activities through a two-hour workshop with fivergdie CEM
experts. One of the three dimensions of CEM is Customer Equity Analysisky thr
activities: a) customer profitability analysis b) economic potentidlaisaand c)

customer behavior analysis. The other dimension of CEM is Customer Equigg$trat
including a) customer segmentation, b) target setting, and c) developiegissa

Another dimension is Customer Equity Actions which firms planned and conducted
marketing actions including a) marketing mix management, b) customer segment
management, and ¢) customer contact management (Bruhn et al., 2008). According to a
study conducted by Bruhn et §008), three dimensions; analysis, strategy, and actions
influence CEM which is evaluated by status of implementation, satisfaetib
implementation status, and perceived CEM success. Figure 7 illustraesf@tuhn et

al.’s (2008) study.
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Analysis 1

Analysis 2

Analysis 3

Strategy 1

CE

Strategy 2 Management

Strategy 3

Actions 1

Actions 2

/'

Figure 7. Measurement Model of CEM (Bruhn, Georgi, & Hadwich, 2008)

Actions 3

The current study called it the CEM process. The CEM process in the current
study was based on the concept of three dimensions (i.e., analysis, strategypagsy act
from Bruhn et al.’s (2008) study. However, the obvious outcome of strategy was the
development of action plans (Smith, 1995). That is, the improvement of effective market
segmentation strategy led to the development of effective action plans. Aiteese t
dimensions were not independent variables influencing CE management, but might resul
it consequent relationships. Therefore, the CEM process in the currgntshsists of
three steps: analysis, strategy, and action plans. This study pre€&nstrategy on the
basis of analysis of CE. Depending on marketing efforts responsiveness¢ sjmetif
practical action plans by each segment were developed from analysisaséeglysstages

in terms of the CE-based segmentation.
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Therefore, the goals of the study are to:
Proposition 1:
Determine the core Customer Equity drivers for segmentation of the hotdkryndus
Proposition 2:
Demonstrate the significant CE drivers responsive to marketing effaaébr of the CE-
based segments and hotel type.
Proposition 3:
(a) Determine the CE drivers that maximize the Return-On-Investméxy) (R
marketing effort exerted by a hotel in terms of the change in its CE.
(b) Suggest an effective marketing action plan for each of the CE-basectsegthia
each hotel type.

The first and second research propositions test five main hypothesesléach
third research proposition implements the process of CEM though three steps. The

detailed research hypotheses of the study are identified below (see Table 2).
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Table 2. Summary of Hypotheses Testing for Propositionl and 2

Hypotheses Testing for Propositions

Proposition 1

H1. Considering the Relationship-Seeking Customentag (RSCS) for any hotel type, the
relationship driver will be significantly more imgant than the other remaining CE drivers.

H2. Considering the Convenience-Seeking Customer 8agf@SCS) for any hotel type, the
convenience driver will be significantly more imgant than the other remaining CE drivers.

H3. Considering the Quality-Seeking Customer Segr@8LCS) for any hotel type, the quality driver
will be significantly more important than the othlemaining CE drivers.

H4. Considering the Brand Image-Seeking Customer 8ag(BSCS) for any hotel type, the brand
image driver will be significantly more importaihiain the other remaining CE drivers.

H5. Considering the Price-Seeking Customer Segme&€ @y for any hotel type, the price driver will
be significantly more important than the other renmg CE drivers.

Proposition 2

H6. Controlling for funding sources and hotel typestomers in the Relationship-Seeking Customer
Segment (RSCS), will be significantly more respeado the relationship driver in terms of their
probability of brand switching, the change in themter of room-nights they desire to stay, and
the change in room rate they are willing to pay.

H7. Controlling for funding sources and hotel typestomers in the Convenience-Seeking Customer
Segment (CSCS), will be significantly more respeado the convenience driver in terms of their
probability of brand switching, the change in thember of room-nights they desire to stay, and
the change in room rate they are willing to pay.

H8. Controlling for funding sources and hotel typestomers in the Quality-Seeking Customer
Segment (QSCS), will be significantly more respeado quality driver in terms of their
probability of brand switching, the change in themter of room-nights they desire to stay, and
the change in room rate they are willing to pay.

H9. Controlling for funding sources and hotel typestomers in the Brand Image-Seeking Customer
Segment (BSCS), will be significantly more respwasb the brand Image driver in terms of their
probability of brand switching, the change in thember of room-nights they desire to stay, and
the change in room rate they are willing to pay.

H10. Controlling for funding sources and hotel typestomers in the Price-Seeking Customer
Segment (PSCS), will be significantly more respemso the price driver in terms of their
probability of brand switching, the change in thember of room-nights they desire to stay, and
the change in room rate they are willing to pay.

Note:
& Each hypotheses has several sub-hypotheses aadsthie-hypotheses are presented in Chapter 4.

Summary
In this chapter, Customer Equity (CE) and the roles of CE drivers are described.
CE is a new approach to measuring a company’s marketing effeats/én which the
customer is considering as an asset of the firm (Kumar & George, 2006). &tseciss

company are derived from more than the customer’s objexssessments of the firm’s
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service or products (value equity), customers’ assessments of thebtgdagtures in
point of their subjective view (brand equity), and customer’s relationship &etive
customer and the firm (relationship equity). The asset of the company caalueted
by the net present value of all the customers in terms of three drivers, gaitye lerand
equity, and relationship equity all together (Rust et al., 2000).

Through the measurement of CE, the firm can obtain information about customer
buying patterns over their lifetime. Traditionally, market segniemavas one of the
methods for gathering this information (Blocker & Flint, 2007; Palmer &i&fjl2004;
Wedel, 2001); however, such methods failed to obtain enough information for
customizing products and services (Yankelovich & Meer, 2006). Therefore, marketing
segmentation needs to be narrowed down to individual level (Hyatt, 2005). This is a new
paradigm, called customized services (Rust & Kannan, 2003). CE may be the proper
approach to accomplish this customization because it aids firms in accurately
understanding the customer and in satisfying the customers’ needs, whictahtim
results in increasing the firm’s profitability. Upon taking into considenadill of these
characteristics of CE and CE drivers, market segmentation, and new paradigm
(customization), the literature justifies the necessity of the ngmesatation approach
based on Customer Equity, called the CE-based segmentation.

More recent literature in the field discussed Customer Equity Manag¢@iekt)
this holistic approach for segmentation. Previous research on CE discussed the
conceptualization and measurement of CE; nevertheless, it was not enough $b sugge
strategies and action plans in marketing for implementing CE within (Bhagtberg &

Deighton, 1996; Kumar & George, 2006; Hogan et al., 2002; Richards & Jones, 2008).
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Recently, several researchers presented CEM as a tool for effectivifi@adte
management of CE. The literature on CEM revealed that there was uncexsaiotyow
CEM could be conducted in order to maximize profits (CE). In the current study, the
CEM process through the CE-based segmentation is suggested in ordemiizeaxi
Customer Equity. Therefore, this study develops the specific and pracatetss and
action plans through the application of the CEM process that are necessary for
maximizing CE in the hotel industry. The strategies and action plans anesiddn the
result chapter for the study. The following chapter delineates the methpdotdbis

research.
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CHAPTER IlI

METHODOLOGY

Introduction to the Research Procedures

Introduction of Research

This chapter delineates the methodology used to achieve the researtheshjec
introduced in chapter | and reviewed in chapter Il. The goal of this chapter isléotigei
reader through the research procedure used. This research utilized bothiveuatith
guantitative studies in two different phases. This chapter consists ofdti@nse The
first section reviews the research objectives and presents the hgserredure used for
analysis. The second section describes the qualitative study used in PhaséditdThe t
section presents the methodology of the quantitative study used to achiessetretr
objectives for Customer Equity. The fourth section describes the dataisnalys
techniques. Finally, the fifth section summarizes the methodology for this study
Research Objectives

This study focused on a CE-based segmentation approach for strategicngarketi
purposes. The specific objectives of this study are (a) to determine tHeustoener
Equity drivers in the hotel industry, (b) to examine the impact of theé&3ed

segmentation by measuring Customer Equity in the hotel industry, and (c)z® util
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the CEM process through the CE-based segmentation to maximize CustomeirEquity
the hotel industry. In order to achieve the highest possible Customer Equayrriret
study suggested an effective Customer Equity Management (CEM) apprdakhhad
three steps: (a) analyzing the marketing effort responsivenessafidating the
Customer Lifetime Value (CLV) and the Customer Equity (CE); (b) dewet) a CE
marketing strategy, and; (c) recommending action plans based on thesaitnborm
gathering sources unique for each CE market segment by hotel type in thachly.

The research procedure is illustrated in Figure 8.

Phase I: , _ _
Qualitative study Focus groupwith experts in hotel industry

J L

Customer Web-Survey
(CE-based Segmentation)

v

Phase II: Analysis
Qua;?&'g:}'ve (Calculating CLV & CE and analyzing it by key drivers of CE

 /

Development of CE Strategy
(Segment profile on the basis of the analysis)

v

Recommendation of Action Plans
(The basis of the strategy and target information sources)

Figure 8. Research Procedure

Methodological Procedure
As presented above, this study has two phases: qualitative study (Phase I) and
guantitative study (Phase IlI). The overview of methodological procedure isilégsin

Figure 9 in terms of the source, method, and outcome for each phase of the study.
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Phase I: Qualitative study

SOURCE METHOD Types of hotels
8 (Budget, Mid-price, High-end, & Luxury)
Qualitative study of Focus a -
industry & academia | group 2 CE Drivers . .
experts o (Convenience, Quality, Price, Brand Imagg,
Relationship)

| |
Phase |: Quantitative study

v

SOURCE METHOD Types of hotels
(@) .

Customers- Web-survey | § CE-based segmentation (CES)

Importance of key CE é _ ) - .

drivers and profiles = Financial characteristics of marketing based CE

Marketing effort responsiveness by hotel profiles
|

G 7 ——————————————————— . :
i '| SOURCE | METHOD ANALYSIS I
1 I 1
1 .. . .y !
! i -Conjoint -Demographic profiling based on CES. '
i 1| Customer -Cross Tabulations| -Calculating CLV=>» Current CE by CES and hotel type. '
| I survey -@Risk® -A CE by marketing effort responsiveness based ogl hot '
i ! simulation profiles by CES and hotel type» Estimating ROI. !
! : - Finding target hotel informatiosources '
L i
1 | 1
c T |
: | !
i E 1| SOURCE | METHOD CE STRATEGY :
1 1 \
E i -@Risk® -Development of strategies on the basis of Custdneity :
VR Customer | simulation « CE Distribution by CES and hotel type. |
: 1| Survey -Cross  Comparing the increase of ROI based on the hoteCE. :
: 1 Tabulations e Targeting hotel information sources by CES andIhgpe. |
1 I 1
: | i
o :
1 1
i i SOURCE | METHOD RECOMMENDED ACTION PLAN |
1 I |
! I | Customer | -@Risk® -Recommendation of action plans to keep or attrastomers | 1
! 1| survey simulation on the basis of target hotel information source€BEp and i
! ! -Cross Tabulations | hotel type. :
i ! -MDS '
1 i 1

Figure 9. Overview of Methodological Procedure
Phase | of this study entailed performing a qualitative analysis (poup study)

using operational experts in the hotel industry. Through the focus group discusgion, ke
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drivers of CE for each type of hotel (i.e., budget, mid-price, high-end, and Juxerg
determined. In the next phase (Phase Il), a quantitative analysis throusoraer
survey was performed.

An online customer survey was conducted. The survey was based on the key CE
drivers, the outcomes of the qualitative study (Phase I). The key CEsduigez used to
segment customers in terms of Customer Equity by asking the respodettésthe
importance of the key CE drivers. Also, the customer survey elicited informan (a)
types of hotels where customer last stayed, (b) the importance rativeg©Etdrivers for
the CE-based segmentation (CES), (c) hotel-stay characteristespohdents for
measuring CE, and (d) marketing responsiveness of respondents through Conjoint
profiles.

The Customer Equity Management (CEM) process consisted of analysis, CE
strategy, and action plans. In the analysis step, the researcher analyogpaphic
profiling based on the CE-based segmentation (CES); calculated CLV andCHSb
and hotel type; presented the change in CE by the marketing responsiaedess;
determined target hotel information sources. On the basis of analyses in the previous
step, CE strategy was developed. In the CE strategy step, the study présented t
distribution by CES and hotel type. This CE strategy assisted to develespsaific
strategies in terms of CES and hotel type. Finally, in the action plan step, targe
information sources for selecting hotels were recommended by CES antypetel
Therefore, the use of the differentiated CES approach is suggesteie ¢tivefCE
marketing strategies and recommended action plans. Consequently, the CEId proces

maximized the measurement of CE in the long term.
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Phase I: Qualitative study

This section describes the method used for the qualitative study. A qualitative
study provides a much clearer understanding (Chambers, Lobbl, Butlerili&Z0@8)
of the key sub-drivers of CE which influence the customers’ hotel selectisiates.
To induce as wide a range of views as possible, a focus group consisting of hotel
managerial industry consultants and academicians was used.
Focus group

The focus group methodology has an established pedigree in social anthropology,
media/cultural studies and health research (Lockyer, 2006). Employmerdanisa f
group is a critical method for analysis because the methodology encopsaati@pants
to respond to specific questions and induces group interactions (Morgan & Krueger,
1993). In this study, the focus group discussions identified the primary subsaiveE
that influence the selection of a hotel.

Design

A focus group explores specific attributes of some subjects and involves affor
collective activity (Kitzinger & Barbour, 1999). Participants can gairghtsiinto their
shared understandings of a topic and the ways in which others influence them in a group
situation (Neuendorf, 2002). Also, the participants have the opportunity to explore
experiences, opinions, wishes and concerns (Chang & Lu, 2007). In addition, the
participants can rank their own priorities (Kuzel, 1992), expressing their owmogini
frames and concepts (Kuzel, 1992; Mertens, 1998). During the discussion of the focus
group, the moderator or researcher can find different or similar opinions among the

participants (Chang & Lu, 2007). That is, the researcher can furtherekimbor
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differences of key sub-drivers of CE underlying an issue, and gather infamroatthe
severity or frequency of the issue (Chang & Lu, 2007).

In the current study, the goals of the focus group were: (a) to identifgrkeys
of CE for hotel selection; and (b) to clarify measurement scalesablat loe used in the
subsequent quantitative analysis survey. Participation in the focus group wgs totall
voluntary.

Participants

Eight experts in the hotel industry participated in the focus group for this study.
The demographic characteristics of the focus group participants werecassf@@ee
Table 1); the participants consisted of four managerial experts and fouy iaemtbers.
The genders were three males and five females. Their age range®Dftor5 years.
The education levels achieved were as follows: bachelor degree (50.0%), degster
(12.5%), and Ph. D (37.5%).

Table 3. Demographic Descriptions of Respondents

Demographic Characteristics N Percentage (%)
Occupation Managerial experts 4 50.0
Faculty members 4 50.0
Gender Male 3 37.5
Female 5 62.5
30~34 years 1 12.5
Age 35~39 years 2 25.0
40 years and over 5 62.5
Bachelor Degree 4 50.0
Education Master Degree 1 12.5
Ph.D Degree 3 37.5
. Single 1 12.5
Marital Status Married 7 875
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Procedure

The focus group discussion was initiated and facilitated by the moderatdhé.e.,
primary researcher). The researcher invited experts in the hotel industriidipai in
the study in order to determine the key CE drivers in that industry. An e-maitimvita
letter was sent to each participant after he/she was identified asndigdatandidate for
the study based on their managerial position in the industry or their egpettine field.
After obtaining their agreement to participate, the researcher set ugahendaime
when the focus group would be held, considering all the participants’ availabiligy. T
researcher informed participants about the date, time, and venue for the focus group
study. The focus group took about two hours. All dialogues were audio-taped with the

participants’ consent. At the beginning of the discussion, the researchir brief

introduced the concept of Customer Equity and purposes of the focus group. The exact

procedure for the focus group was as follow:
1) The focus group was held in a conference room within The School of Hotel
and Restaurant Administration at Oklahoma State University campus obeD&B,

2008. The participants took part in an informal orientation session a few minutes

before the focus group discussion in order to reiterate the purpose and objectives of

the study.
2) The participants were required to sign an informed consent form before
entering the appropriate conference room for participation in the studsgpeadix

G). They were reminded that the focus group session would be audio-taped. They

were required to sign the consent form, agree to be taped, and sign in. Copies of the

signed consent form were provided to the participants.
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3) The participants were told to relax and speak freely about the issugs bein
discussed. The moderator (i.e., the primary researcher) had a series afidgen-e
guestions that were used as the guideline for the focus group discussion. The purpose
of the moderation was to solicit more detailed information by asking probing
guestions and ensuring that none of the participants monopolized the time. These
open-ended questions are follows:

e “In your opinion, as an experienced hotel operator, what factors do you think
drives customers to return to a hotel?”

e “What type of issues or factors do hotel customers consider when they think about
value including convenience, quality and price?”

e “What type of issues or factors do hotel customers consider when they think about
brand including image, awareness, attitude, and perception?”

e “What type of issues or factors do hotel customers considers when they think
about retention including loyalty programs, special awards or recognition
programs, community building programs, and knowledge building programs?”

e “Are there any other factors that you would consider to be important for making
buying decisions in the hotel industry?”

4) The last 15 minutes of the focus group time were spent categorizing all of the
hotel selection attributes identified by the group into the five key CE drivers. The
focus group participants were able to reach a consensus and categorized all the

attributes into the key CE drivers as shown in Table 4.
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5) At the end of the session, the participants were given a thank-you card for their
time. The participants were provided with the researcher’s business cask they

need to get in touch with the researcher again for any reason.

Qualitative Study- Data Analysis

Content Analysis

Content analysis has been applied successfully to a variety of issues indghe soc
sciences (Manickas & Shea, 1997). This method was adopted to purify the dataextrac
from the focus-group discussion (Chang & Lu, 2007; Mertens, 1998). The focus group
analysis consists of organizing discussion messages, which participargssethrough
words or phrases within a wide range of subjects, by systematically colr@magntithin
established categories (Siu & Fung, 1998). Content analysis is an ideal and iebtrus
method of gaining insights (Manickas & Shea, 1997).

In this study, focus group participants first analyzed the data clarifyeng t
associations linking Customer Equity drivers. After the focus group discussion, the
primary researcher facilitated a round of consensus building exercisesallitbe
drivers listed were categorized into smaller groups of key drivers by agdhthieipants.

The focus group was required to continue discussions until there was a consensus on the
categorization of all the drivers identified. This step eliminated the regemtefor
conducting a complete content analysis of the transcripts compiled from theyfoaps

discussions.
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Findings

According to the focus group discussion, the five key CE drivers were dgrive
convenience, quality, price, brand imagedrelationship(see Table 4). All participants
in the focus group agreed that these five key CE drivers were the sigréiténites
driving customers’ hotel selection decisions.

Each CE driver consisted of several attributes. cidmvéniencedriver of CE
included: the ability to access the hotel from an airport, the ability tosalomed
attractions from the hotel, the ability to make reservations easily, thy &biprovide
various service options, and so forth. Tdpeality’ driver of CE included: quality of
service performance, quality of room service, quality of technology éeserquality of
service recovery, and so forth. Tipece’ driver of CE included: actual price paid for
room, perceived value of the price paid for the room, discounts received because of
membership, and so forth. Theand image’driver of CE included: general brand
image, brand image of the individual property, impression gained from thenwlisite,
and so forth. Finally, theelationship’ driver of CE was comprised of loyalty programs,
non-incentive loyalty, congruency of the hotel with solving social issues, aaityn
enrichment programs by the hotel, and so forth. Table 4 summarizes the ténms of

sub-drivers nested within each of the key five CE drivers for the hotel industry.
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Table 4. Attributes for Selecting a Hotel

Key drivers of CE

Attributes

Brief descriptions of identified attributes

Convenience

Proximity of the hotel to local attractions/shoppireas

Close distance between the hotel anddticattions or
shopping areas

Ability to access the hotel by all transportatioaans

Airport shuttle, subway, bus, etc.

The ability to easily make reservations

Convenpntess of making reservations

The ability to easily order services

Room servigake-up call, etc.

The ability to provide various service options

Eeqw C/O, TV bill viewing, key-drop vending, etc.

The ability to offer non-standard room supplies on
demand

Upgraded service such as shaving kits, sewing é«its,

The ability to provide various methods for payments

C/C, on-line payment, monthly statement, etc.

Convenient physical location

Airport, suburbanwdtown, etc.

The ability to offer options to choose smoking aoah-
smoking rooms

Option for smoking and non-smoking rooms

The ability to easily access the facilities’ amesit

Spa, swimming pool, gym, etc.

The ability to easily use technology amenities

efnét

The ability to offer options for accessing servibas
people with disabilities

Elevators, ramps, Braille, etc.

The ability to provide various room types

Suitesg, standard, etc.

Quality

Quality of room suppliers

Soap, shampoo, body itaic.

Quality of bedding package

Sheets, blankets, etc.

Quality of room service

Ordering food, etc.

Quality of food options

Menu of breakfast, etc.

Quality of facilities amenities

Spa, swimming pogym, etc.

Quality of technology amenities

Internet

Quality of service performance

Competency, knogtettaining, grooming, etc.

Quality of facilities upkeep

Cleanliness, updatadlities, etc.

Quality of system/process

Efficiency, modern textbgy, etc.

Quality of service recovery

Problem solving, pehlresolution, etc.
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Table 4. Attributes for Selecting a Hof{ebntinued)

Key drivers of CE

Attributes

Brief descriptions of identified attributes

Actual price paid for room

Actual room rate

Who pays for the room

Corporate, personal funts, e

Perceived value for the price paid for the room

cPeed value for the room

Price Additional charges for extra services/facilities arliing, room services, Internet, etc.
Discounts received because of membership AAA, AABRertainment card, etc.
Perceived value from rewards received Airline agje, prizes, catalog merchandise, etc.
Value of image generated through first First impression
impressions/experiences
General brand image Marriott, Hilton, etc.
Image of chain sub-brand Residence Inn by Marri@aurtyard with Marriott, etc.
Brand image of individual property Marriott, HiltpHlyatt, etc.
Uniqueness of hotel Boutique, Art-Deco, etc.
Impression gained from online reviews Online review

Brand Impression gained from hotel website Hotel website
Impression gained from quality assurance programs | uality assurance programs
Impression gained from the reputation of the Reputation from the neighborhood
neighborhood where the hotel is located.
Impression gained from the quality of room ameaitie |Quality of room amenities
Impression gained from standards of service estaddi | Guardian service, French, plate servicesetyfc.
Impression gained from company advertisements Atbegnents from newspaper, magazine, TV, etc.
Impression gained from word of mouth Recommendatidc.
Loyalty programs Frequent stay, reward, etc.
Non-incentive loyalty Emotional attachment to ltaetc.
Hotel's congruency with solving social issues @rexss, homelessness, etc.
Hotel's participation in referral group programs ading hotels of the world, historic hotels, etc.
Hotel's programs to draw personal linkages Alundrgsociation, etc.

Relationship Hotel's community enrichment programs Back-to-wakkppt a neighborhood such as food bank, etc.

Hotel's programs to cater to visitors from specifations

Japanese, Russian, Chinese

Hotel's programs for co-branding

Standards in hatems, etc.

Hotel's partnership programs

American Airline &¥Bevestern, etc.

Enhancing customer knowledge by providing pertineniCheapest day to book rooms, best times to visit

information

Providing options for self-services

Kiosks, weldlgning, etc.
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Phase II: Quantitative Study

Overview

In the initial stage, the customer survey focused on how the CE-based
segmentation (CES) was developed using the importance of attributes of thy&&
The customer survey also included several key questions for calculating CE. Sivenea
marketing responsiveness, profiles of hypothetical hotels were descrileechgof the
key CE drivers and the respondents were asked to evaluate their willingsésg at
such hotels. Following the marketing responsiveness analysis, CE strategyi@md a
plans were developed separately for each of the CE-based segments and hotel type

The customer survey focused on travelers who had stayed at any type of hotel
during the previous 12 months. Respondents were asked to answer several questions
about their past experience of their typical hotel stay. For the purpose afrtieistc
study, ‘a typical hotel staywas defined as a type of hotel at which customers most
frequently stayed, given their brand preferences and budget constralmisifogss or
leisure purposes. The travelers’ email and mailing database were obtaindth&om
Center for Hospitality and Tourism Research (CHTR) at Oklahoma Btatersity.

The online customer survey was administrated in February, 2009.

Methodology Model

Overall, the methodology model for quantitative study had four stages in which
each stage consisted of a source, an analysis, and an outcome (see Figurgd Q). Sta
was for segmenting customers in terms of Customer Equity by using the inggorta

ratings of CE derivers. In stage 2, general information about the hotel whenaersst
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stayed typically was sought in order to calculate CLV of each custétatl

information sources for the hotel selection were also asked in order to develegiestra

and action plans in stage 4. In the study, stage 3 used profiles of hotels based on the five
key CE drivers to evaluate the respondents’ responsiveness to markietitsy éh this

last stage, the development of strategies and recommendations for actiongraatso
developed.

Step by step, in stage 1, the key CE drivers for hotel selection were derived
through the focus group discussion. Respondents evaluated the importance of the key CE
drivers for the purpose of selecting a hotel. Cluster Analysis was conductedthenseg
the respondents based on the importance of the CE drivers they assign. ThedCE-bas
segmentation (CES) was therefore achieved in stage 1.

In stage 2, general information about the last typical hotel stayed at was asked
such as: type of hotel; the purpose of visit; average room-nights; average rgom rate
additional expenses; average times when customers stayed at hotel; andaile ldeer
cycle of using hotels. On the basis of the general information, CLV wasatalt iy
average life cycle through @Risk® simulation analysis. SequentiallyyaSEneasured
by current CLV. CE distribution was presented by CES and hotel type. Respondents
were asked to rate the importance of each information source for their hatebeele
The hotel information sources were analyzed using cross tabulations and
multidimensional scaling (MDS). These target sources assisteddimpesirategies and
recommend action plans in stage 4.

Stage 3 provided profiles of hypothetical hotels based on five key drivers of CE.

Respondents were asked to rate the overall satisfaction of each hypotiagtalAlso,
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they were asked to answer if they would consider switching their stay togbthatical
hotel. The respondents’ percentage of change in room rate that they are willigg to pa
and the number of room-nights they are willing to stay was calculated for et @i
hypothetical hotels.

Conjoint Analysis was conducted to determine the importance and impact of the
five-key CE drivers through profiles of hypothetical hotels. For marketing
responsiveness, @Risk® simulation analysis was conducted with the findings oh€Conjoi
Analysis by changing the room-nights and room rate as input variables. Through
Conjoint Analysis and @Risk® simulation analyisCLV distributions and\ CE
distributions for each CES and hotel type were presented.

In the last stage, specific strategies were developed through the aaalkysi
outcomes of stage 1 through 3. The developed strategies assisted the hotel taluevelop
action plans on the basis of the outcome of target sources in stage 3. TherefEe, the
based segmentation approach provided more specific strategies and actioorplens f

CES.
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Stage 1

Source Analysis Outcome
Focus group Customer Survey o CE-based
Literature Cluster ”| Segmentation (CES)
Importance of Key CE Drivers Analysis +
Key CE Drivers » Convenience « Quality * Price .
» . Brand Image + Relationship | Demographic/
General Profiling
Stage 2
Source Analvsis Outcome
Customer Survey @Risk® Simulation Result 1
e Types of hotels «Average life
(Budget, Mid-price, High-end, & Luxuyy cycle of
e Average room-nights Ias'_[ \_/|S|t customers L 5 N CE
e Average room rate last visit CLV Distribution
e Average times of visit/year pistribution by CES and
* $ amount spent on MKTG expense/year I Input Variables hotel type
(Sources from Smith Travel Research
Report 2008)
e Additional Expenditure
e Average Life cycle as guests
g Y g Outcome

Analvsis

Target Information

e Information sources for hotel selection p| Cross Tabulations/MDS - Sourcesy CES and hotel type
Stage 3
Source Analysis Outcome
Focus grou Customers’ surve Result Result !
« Profiles of hypothetical hotels by five Conjoir.1t |
key drivers of CE Analysis N MKTG
Responsiveness
by CES & Hotel Type
Marketing Responsiveness by key drivers g
Analvs ACE
e Brand switching matrix - bD|str|but|ond
e Change in room-nights/year > @Risk® ACLV y CES an
e Change in room ratelye Simulation €®  pistripution [P Hotel type
Stage -
A CE by CES and Hotel type > CE —> Action Plans

Figure 10. Methodology Model
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Survey

Measurements of constructs

The customer survey consisted of six sections: (a) screening questiganéoal
information about the hotel stay; (c) the importance of key CE attributesig(d) t
importance of information sources for hotel selection; (e) profiles; anetipgraphics.

Screening questio here was one screening question at the beginning of the
guestionnaire: “Have you stayed at any type of commercial hotel/fodtgfig
establishment at least once during the past 12 months?” The current studg fbeuse
participants’ responses on ggical hotel stayin order to obtain precise information
about the hotel for measuring CE. For the purpose of this stuggical hotel stayvas
defined as a type of hotel at which the customer most frequently stayadypiebrand
preferences and budget constraints either for business or leisure purposes. If, for
example, a customer most frequently traveled on business and stayed at i@exid-pr
hotel such as Holiday Inn or Hampton Inn, then mid-priced hotels would be his/her
typical hotel type.

General information about the hotel staRespondents were asked to answer
eight questions about the hotel where they typically stayed. Participargsasked the
way they paid for their last typical hotel stay; the hotel type; and the muogbdiseir
visit. The hotel type was categorized into four types such as budget, nadkpgic-end,
and luxury hotels. The dollar amount spent on marketing expense for contribution
margin was derived from Smith Travel Research (2008) in the current study. For
measuring CE, these questions below developed by Rust et al. (2000) and Rust, Lemon,

and Zeithaml (2004) were asked as follows:
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e “On average, how many nights did you stay during your last visit?”

e “On average, how much did you pay for the room per night during your last
visit?”

e “On average, how much did you spend for all other expenses together per person
and per night (e.g., Food & Beverage, Movies, Gift shop, Spa, Meetings, etc.)
during your last visit?”

e “In all, how many times have you stayed at hotels similar to your typical hot
during the past 12 months?”

e “How long have you been a customer of hotels similar to your typical hotel?”

The importance of key CE attributésccording to the focus group discussion in
the qualitative study, this study found the five key CE drivers that were catbidene
important by customers for selecting a hotel. The five key drivers of G& we
convenience, quality, price, brand image, and relationship. The key CE drivers are the
key attributes of CE for selecting a hot€onvenience driveincluded the ability to

“easily access the hotel, airport, downtown;” “ease of making reservatieasg of
ordering services such as room service, wake-up call, etc.” and soQuréthity driver
included “guality of service performance (e.g., competency, knowledge training,
grooming, etc.);” “quality of amenities (e.g., spa, gym, Internet);étquality of room
supplies (e.g., shampoo, soap, body lotion etc.),” and so fBribe driverincluded
“perceived value for the price paid for the room”; “additional charges foa extr

services/facilities (e.g., parking, room services, Internet, ‘edmgt “discounts received

because of membership and rewards progradnand Image driveincluded “general
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brand image;” “uniqueness of hotel (e.g., Boutique, Art-Deco, etc.);” “imporegsined
from on-line reviews or hotel websites,” and so fofelationship driveincluded
“availability of loyalty programs;” “provision of non-incentive loyalte.g., emotional
attachment to brand, etc.);” “hotel’s involvement with resolving social issugsas
environmental,” and so forth. All key CE drivers were rated for their itapoe for the
CE-based segmentation. Additionally, respondents were asked to allocateégoints
represent the degree of importance in terms of the five key drivers. ridutgs about

the five key CE drivers were developed from findings from the focus groapsgisn

and by previous research (i.e. Rust et al., 2000; Lemon, et al., 2001; Rust, Lemon, &
Zeithaml, 2004; Rust, Lemon, & Narayandas, 2004). The total attributes of CE were 30
items: The convenience driver consisted of seven items; the quality clviveisted of

six items; the price driver consisted of three items; the brand image donsisted of
eight items; and the relationship driver consisted of six items. Respomdaertasked to
rate each item on a seven-point Likert scale ranging fromgdo#’ to “7 = excellent’

The importance of information sources for hotel selecfR@spondents were also
asked to answer “how important are information sources for selectingla’h&tech
respondent was asked to rate their importance of information sourcesvamgeat
Likert scale ranging from “1 not at all’ to “7 = extremely important It was used to
develop specific action plans to keep existing customers and attractisemners after
the importance as hotel information sources for hotel selection data whrzednal he
hotel information sources included 24 items including “Corporate Travel Mayager

“Independent Travel Agents,” “Hotel Marketing Literature,” “Hotelbs#e,” “Direct
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mail,” “Newspaper/Magazine Advertisements,” “Recommendation from friendghers
(Word-of-Mouth),” and so forth.

Profiles Each respondent was asked to rate his/her willingness. Nine
hypothetical profiles were presented to each respondent. Each hypotheticaldiii¢el pr
was described in terms of the five key CE drivers with three levets(eag below
expected, as expected, and above expected). Respondents were asked to rate their
perceived overall satisfaction with the identified profile on a seven-pointtlskale
ranging from “1 =strongly dissatisfi€tto “7 = extremely satisfietl The marketing
effort responsiveness was measured in terms of three variables comystoaaers’ past
experience at the last typical hotel where they stayed. These thrdxesaaie the
probability of brand switching, the change in room-nights they desire to stayyeand t
change in room rate they are willing to pay. This study assumed thasploadents
would show different marketing responsiveness depending on the funding sources for
paying for the hotel (i.e., personal funds and business funds). Three questions about
marketing responsiveness were as follow:

e “What is the probability percentage that you consider switching your sthg to t
identified hotel?”

e “How much would you be willing to pay for the identified hotel?”

e “How many nights would you desire to stay in the identified hotel if you had no

constraints?”
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Socio-Demographicg=inally, respondents were asked to answer socio-
demographic questions including age, gender, occupancy, total annual household income,

ethnic background, and level of education for categorization.

Hypotheses Development and Testing
In this session, the detailed hypotheses and procedures for three research

propositions are presented to obtain the objectives of the research.

Proposition 1

Determine the core Customer Equity drivers for segmentation athe hotel industry.

The literature review and results from Phase | suggested the ampef the key
CE drivers during customers’ hotel selection. Previous research on Cusiquitgr E
suggested that value equity, brand equity, and relationship equity were the kayet& dr
(Lemon et al., 2001; Rust et al., 2000; Rust, Lemon, & Zeithaml, 2004; Rust, Zeighaml,
Lemon, 2004). As discussed in the literature review, value equity consisted of
convenience, quality, and price sub-drivers (Rust et al., 2000). However, in tbistcur
study, these sub drivers of value equity were respectively determinedhiotéhéndustry
as key drivers, emphasizing the important drivers for selecting a hoesudis of the
gualitative study in Phase I. In congruence with previous research ahd fiesn the
focus group discussion, this study determined the key CE drivers in the hotel industry
convenience, quality, price, brand image, and relationship drivers. This study answers

the following research question:
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Research Question 1

“What are the core Customer Equity drivers for segmentation of the hotel industry?”
Given the findings from the focus group discussion and on the basis of the

literature review, five hypotheses for the first research propositra developed:

H1. Considering the Relationship-Seeking Customer Segment (RSCS) foot@htype, the
relationship driver will be significantly more important than thesotiemaining CE
drivers.

H2. Considering the Convenience-Seeking Customer Segment (CSCS) for anygdegttkle
convenience driver will be significantly more important than theradmaaining CE
drivers.

H3. Considering the Quality-Seeking Customer Segment (QSCS) for anyypatethe
guality driver will be significantly more important than the otherainimg CE drivers.

H4. Considering the Brand Image-Seeking Customer Segment (BSCS) for drtypmtéhe
brand image driver will be significantly more important than theratir@aining CE
drivers.

H5. Considering the Price-Seeking Customer Segment (PSCS) for any hetehty price
driver will be significantly more important than the other remaining Q.

A new variable was created through cluster analysis from the importamggs rait
the key CE drivers by the respondents. The descriptions of the CE-based segments we
as follows:
CE-based segmentff five clusters are derived, each is coded 1 through 5 in this new
variable. The data were split by this variable. For example, in the chgpathesis 1,
as for the relationship-based segment, the relationship driver was compiarether
remaining CE-drivers (i.e., quality, price, brand image, and convenience driver).
Similarly, other hypotheses 2, 3, 4, and 5 were tested using the identifying drittes f
segment as the anchor and then comparing it with the other remaining QR finve
each segment.

Analysis Cluster Analysis was used to segment the customers into five groups

based on CE. To determine the key CE drivers for each segment, Conjoint Anasysis wa
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conducted. The initial stage in Conjoint Analysis calculates the utilitgsdor each
attribute level. Levels with the positive utility are preferred over thagenegative
utility. The range of the utility scores can be calculated for each driveattribute with
a larger utility range is more important than an attribute with a smafiger(Kuhfeld,
2005; Malhotra, 1996; Njite, 2005). The part-worth utilities show the most and least
preferred levels of the attributes (Malhotra, 1996). The importance value is eoimput
from the part-worth utility range for each driver. The predicted ufitya given hotel is
the sum of the intercept and the part-worth utilities.

In this study, data were analyzed to compare the CE drivers using one-way
Analysis of Variance (ANOVA) to test hypotheses 1, 2, 3, 4, and 5. Post-hosuelsts
as Scheffe and Tukey HSD were conducted to see significant differexstes detween
of the drivers. There are many possible hypotheses by each hotel tygri¢iget, mid-
price, high-end, and luxury hotel). Possible hypotheses by each hotel typestese te
within each of the CE-based segments. To test five hypotheses fosthedearch

proposition statistically, the following analytical methods were usedTable 5).
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Table 5. Analysis Methodology of Hypotheses for Proposition 1

Hypot- Analysis Modera-
heses Variables Measurement Method ting
tested Variables
Average Importance Scorésf
Relationship driver Relationship driver x
Relationship Weight scofe
. Average Importance Scores of one-way
Cor(;\;ﬁlr;lrence Conven?ence driv_er X ANOVA
__________________ Convenience Weight score | -»Post
H1 Average Importance Scores of hoc test hotel type
for Quality driver | Quality driver x Quality (Scheffe
RSCS | OtherCE | | Weight score | or Tukey
drivers Average Importance Scores of HSD’s
Price driver | Price driver x Price Weight Test)
__________________ scoe 1 0=0.05
Brand Image Average Importgnce Scores of
driver Brand Image driver x Brand
Image Weight score
Average Importance Scores of
Convenience driver Convenience driver x
Convenience Weight score
Average Importance Scores of one-way
Quality driver | Quality driver x Quality ANOVA
__________________ Weightscore | =>Post
H2 Average Importance Scores of hoc test hotel type
for Price driver | Price driver x Price Weight (Scheffe
CSCS | OtherCE-| | score or Tukey
drivers Brand Image Average Importance Scores of HSD’s
driver Brand Image driver x Brand Test)
__________________ Image Weight score | ¢=0.05
Relationship Avera_\ge Import.ance Scores of
driver Relat!onsh!p dnyer X
Relationship Weight score
Average Importance Scores of
Quality driver Quality driver x Quality
Weight score
. Average Importance Scores of one-way
Cor(;\:slglrence Conven?ence driv_er x ANOVA
__________________ Convenience Weight score | =»Post
H3 Average Importance Scores of hoc test hotel type
for Price driver | Price driver x Price Weight (Scheffe
QSCs | OtherCE-| | score or Tukey
drivers Brand Image Average Importance Scores of HSD’s
driver Brand Image driver x Brand Test)
__________________ Image Weight score | @=0.05
Relationship Avera_\ge Import_ance Scores of
driver Relationship driver x

Relationship Weight score
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Table 5. Analysis Methodology of Hypotheses for Propositi@oftinued)

Hypot- Analysis Modera-
heses Variables Measurement ting
Method .
tested Variables
Average Importance Scores of
Brand Image driver Brand Image driver x Brand
Image Weight score
. Average Importance Scores of one-way
Coré\:ﬁlrgfnce Conven@ence driyer X ANOVA
___________________ Convenience Weight score | Post
H4 Average Importance Scores of hoc test hotel tvpe
for Quality driver | Quality driver x Quality (Scheffe yp
BSCS | OtherCE-| | Weight score | or Tukey
drivers Average Importance Scores of HSD’s
Price driver | Price driver x Price Weight Test)
___________________ score | 0=0.05
Relationship Avere_lge Import_ance Scores of
driver Relat!onsh!p drlv_er x
Relationship Weight score
Average Importance Scores of
Price driver Price driver x Price Weight
score
Convenience Averagg Importgnce Scores ¢f one-way
driver Conven!ence dnyer X ANOVA
___________________ Convenience Weight score | Post
H5 Average Importance Scores of hoc test hotel tvpe
for Quality driver | Quality driver x Quality (Scheffe yp
PSCs | OtherCE-| | Weight score | or Tukey
drivers Brand Image Average Importance Scores of HSD’s
driver Brand Image driver x Brand Test)
©eeeeeeooono.....|.Image Weight score =0.05
Relationship Avere_\ge Import_ance Scores of
driver Relat!onsh!p drlv_er x
Relationship Weight score
Note:

% The importance scores of each of the CE drivergwealuated from the fourth (1V) section of the
customer survey (see Appendix A).

® The weight of each of the CE drivers was evalu&teh the third (I1l) section of the customer
survey (see Appendix A).

Proposition 2

Demonstrate the significant CE drivers that are responsive to marketip effort for
each of the CE-based segment and hotel type.
With the shortcomings of the traditional segmentation approach discussed in the

literature review, recent research on CE suggests that the CE-basethtsdimpn is a
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critical new approach to better understand the characteristics oésegffankelovich
& Meer, 2006; Voohees, 2006). The CE-based segmentation approach identifies
customers more properly than traditional segmentation approach becausechezse
collects relevant data on customers’ actual buying behavioral patterns sp8086).
The CE-based segments were expected to be the same as the @k deyers. This

current study answers the following research question:

Research Question 2
“How do the CE-based customer segments respond to marketing effort?”
To investigate the impact of the CE-based segmentation in the hotel ynthistr
study demonstrated what drivers are responsive to marketing efforn tGevéndings
from the focus group discussions and on the basis of the literature review, five
hypotheses for the second research proposition were developed. Hypotheses 6¢o 10 wer

tested by controlling for funding sources (i.e., personal and business funds) and hotel

type.

H6. Controlling for funding sources and hotel type, customers in the Relape®sbking
Customer Segment (RSCS), will be significantly more responsive telationship
driver in terms of their probability of brand switching, the change in the numbeorof
nights they desire to stay, and the change in room rate they are vuil|iag.

H7. Controlling for funding sources and hotel type, customers in the ConverSerkag
Customer Segment (CSCS), will be significantly more responsie tconvenience
driver in terms of their probability of brand switching, the change in the numbeoof
nights they desire to stay, and the change in room rate they are willing to pa

H8. Controlling for funding sources and hotel type, customers in the Quakityi®)
Customer Segment (QSCS), will be significantly more responsivetquality driver in
terms of their probability of brand switching, the change in the number of raghtsni
they desire to stay, and the change in room rate they are willing to pay.

H9. Controlling for funding sources and hotel type, customers in the Brand-Besdeng
Customer Segment (BSCS), will be significantly more responsithetbrand image
driver in terms of their probability of brand switching, the change in the numbeoof
nights they desire to stay, and the change in room rate they are willing to pa

H10. Controlling for funding sources and hotel type, customers in the Pricea§eek
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Customer Segment (PSCS), will be significantly more responsive pritgedriver in
terms of their probability of brand switching, the change in the number of raghtsni
they desire to stay, and the change in room rate they are willing to pay.

Each CE driver related to marketing effort is evaluated as fallows

Relationship-related marketing effort Customers in each of the CE-based
segments were responsive to the identifying driver. For example, in the case of
hypothesis 6, customers in the Relationship-Seeking-Customer-Segment will be
responsive to the relationship driver. The values for the effectiveness oftienship
driver are derived from the regression standardized coefficients of the dumabtesr
used to describe the hypothetical profiles used in Conjoint Analysis. In tlessegyr
model, the dependent variable is the market responsiveness in terms op(aptielity
of brand switching, (b) the room-nights they desire to stay, and (c) therabeithey are
willing to pay. The independent variables are the dummy variables used to déseribe t
respective hotel profiles and their respective part-worth utilitiesil&ly, other
hypotheses 7, 8, 9, and 10 were tested. Each CE driver was tested by the regression
standardized coefficients of market responsiveness in terms of the CE-bgisenhts
and hotel type.

Analysis As a result of Conjoint Analysis, each CE-segment has a regression
standardized coefficient. Within each CE-segment, the five CE driveesrégression
standardized coefficients. Each of the CE drivers with a larger@eatfis more
important than other drivers with a smaller coefficient. The market responass/e/as
analyzed in each of the CE-segments. The market responsiveness wasdarnadbuee

ways: the probability of brand switchgnthey would consider switching their stay to
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another hotelthe change in the number of room-nmgtitey desire to stay; atite
change in room raténey were willing to pay.

In this study, especially, the hybrid conjoint approach is used to measure more
realistic and exact marketing effort. The current study develops thkeyv€E drivers:
Convenience, Quality, Price, Brand Image, and Relationship drivers. However, to
measure more precise marketing effort, this study measures the€&farvers at two
levels (i.e., “as expected” and “above expected”) from the perspective afstoeners.

For example, the convenience drivers h@eavenience (as expected) drivaerd
Convenience (above expected) drivéhus, the total ten dummy variables were used in
conjoint analysisConvenience (as expected) driver, Convenience (above expected)
driver, Quality (as expected) driver, Quality (above expected) drirrire (as expected)
driver, Price (above expected) driver, Brand Image (as expectedy,dBirand Image
(above expected) driver, Relationship (as expected) driver, and Relationship (above
expected) driver Metric hybrid conjoint analysis was used in order to consider the

importance weighted scores of the hotel selection attributes as ratezldustbmers.

Proposition 3

(a) Determine the CE drivers that maximize the Return-On-Invesnent (ROI) of
marketing effort exerted by a hotel in terms of the change in CE, and
(b) Suggest the effective marketing action plans for each of the CE-basselgment
and hotel type.
To develop the CE strategy, this study applied the Customer Equity Management

(CEM) process with the goal to maximize Customer Equity. As discussed in the
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literature review, the CEM process consists of three steps; analyaisggtrand action

plan (Bruhn et al., 2008). On the basis of the findings of Proposition 1 and 2, the CEM
process was developed in Proposition 3. The first step was to calculate CLV of each
customer which is a key component in calculating the Customer Equity (CEX @&ase
the first step, the second step was to determine what drivers maximik@ tloé

marketing effort exerted by a hotel in terms of the change inFatally, the third step

was to develop what marketing tools (action plans) would be most effective for each of
the CE-based segment and hotel type.

Since the CE strategy was developed on the basis of the CE-based segmentation,
the CE strategy suggested for the hotel industry may be more preciseamdgfg.
Research question 3 dealt with the CEM process as described below.

Research Question 3
“Which of the drivers maximize the Return-On-Investment (ROI) of thagkeffort

exerted by a hotel?”

Steps in the CEM proces3he initial results of the survey provide information
for performing further analysis such as calculating CLV of each custofuether, the
results from Conjoint Analysis enable the determination of the responsiveness of
marketing effort for each of the CE-based segments and hotel typandlysis led to
the next step. For this step, simulation studies using @Risk® software wasngerby
changing the customer’s expected lifetime with the hotel and evalulénggulting
changes in CE. Such analysis was performed for each of the CE-based sagohbnts

each hotel type. The overall strategy was developed the following sonusatdy. In
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the last stage, respondents’ hotel information sources was evaluated for gecQBf
based segments and hotel type resulting in a suggested potential actian tHegeting
each of the CE-based segments. The goal was to identify the most efiettwveplan

on the basis of marketing efforts responsiveness for each of the CE-basedtseg

Analysis for the CEM procesdn the first step, CLV was calculated for each
respondent separately. The average CLV was determined for each Gihsagdhotel
type. Inthe second step, the marketing effort responsiveness was deniggd usi
regression analysis. In the regressions, the dependent variable was tieel nepoket
responsiveness in terms of the probability of brand switching, changenartiteer of
room-nights they desire to stay, and the change in the room rate theliagetavpay.
The independent variables are dummy variables used in the hotel profiles and their
respective part-worth utilities. In the third step, the self-reported banpoe score for
each of the hotel information sources is evaluated for each CE-segmentsehitybleo
Finally, the specific action plans for each CE-segment and hotel type wetepmb.
Additionally, the ROIs were presented in terms of funding sources (i.e., peisodsl
and business funds).

Using mean and standard deviation scores, the hotel information source important
to each CE segment were determined. The CEM process can assist a hotébpo deve

specific CE strategies and action plans by the CE segments and petel ty
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Quantitative study- Data Analysis

Cluster analysis

Cluster analysis is a multivariate technique that is used to identiéyetit groups
(clusters) within a sample by examining the individuals’ common featuias (H
Anderson, Tatham, & Black, 1998). Cluster analysis has been conducted to segment
customers into different groups which have common features in order to findta targe
market or for market positioning in segmentation research (Arabie & HUl&&4;

Green & Krieger, 1995). Such applications have also been used in the hospithlity a
tourism industries (Cha, McCleary, & Uysal, 1995; Mazanec, 1984; Pearcedbi@al,
1983). Cluster analysis was also called segmentation anafytsisonomy analysis (Hair,
Anderson, et al., 1998). This technique is a statistical tool that clashfexgs into a set
of groups according to the characteristics of the objects (Hair, Andersin,1€98;

Hair, Black, Babin, Anderson, & Tatham, 2006). Cluster analysis identifies arcluste
which both minimize within-group variation and maximize between-group \@riat
(Hair, Black, et al., 2006).

There are two methods in cluster analysis; hierarchic and nonhierarchical
methods, to make an initial distinction from Conjoint Analysis (Hair, Anderson, et al
1998; Hair, Black, et al., 2006). The hierarchical method allows researchererto def
decisions regarding the number of groups they wish to create. On the other hand, wit
the non-hierarchical method, the number of groups is determined in advance and the
individuals involved in each phase are grouped using similarity or distance eraasts
(Pérez & Nadal, 2005). A non-hierarchical algorithm was used to determine the bes

number of clusters based on the activity factors (Hair, Anderson, et al., X088j-
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hierarchical algorithm was better for reducing the data with a largesdabecause

Conjoint Analysis aims to reduce the data via the creation of homogeneous graups (Ha
Anderson, et al., 1998; Hair, Black, et al., 2006; Pérez & Nadal, 2005). Consequently,
this study used a nonhierarchical method. In order to enhance our understanding of the
factor structure, a cluster analysis was employed to classfpmers into mutually
exclusive groups, based on a K-means clustering method. To achieve theeGE-bas
segmentation, this study utilized cluster analysis to segment customerms of the

importance of the key CE attributes.

Conjoint Analysis

Conjoint Analysis, sometimes referred to as “trade-off” analysishbes
substantially tested by a useful marketing technique for measuriroyers trade-offs
among multi-attributes products and services (Srinivasan & Shocker, 1973). Because
Conjoint Analysis analyzed consumers’ preferences, such models provided an
understanding of the value structures that influence consumer decisiomgrf@keen &
Srinivasan, 1978). This technique was named Conjoint Analysis as it assumes that
several factorsorsideredointly have an impact on consumers’ purchase decision-
making rather than a single factor (Malhortra, 1996). Conjoint Analysisds use
specifically to understand how respondents develop their preferences for pramduct
services (Hair, Anderson, et al., 1998) by measuring consumers’ responses to
descriptions of hypothetical products or services (Dellaert, Prodigalidadu®iere,
1998). That is, Conjoint Analysis is used to determine how decisions are likely to be

influenced by the inclusion, exclusion, or degree of those factors (Malhotra, 1996).
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Conjoint Analysis uses unique terminology that demands an explanation (Njite,
2005). Some of the more common ones are described below.

Part-wortht Thepart-worthor utility functions describe the utility the
consumer/respondent attaches to a given level of each attribute. Itis a
numerical expression of the value consumers place in an attribute level.
Low utility indicates less value; high utility indicates more value.

Relative importance weight¥he relative importance weights are estimated and
indicated which attributes are important in influencing consumer choice. It
can be calculated by examining the difference between the lowest and
highest utilities across the levels of attributes.

Attribute levelsThe attribute levels denote the values assumed by the attributes. For
example, a service price is an attribute with many levels. Price ewdl$
be below expected, as expected, and above expected as three levels in this
study.

Full-profiles: Full-profiles or complete profiles are constructed in terms of all the
attributes using the attribute levels specified by the design.

Fractional factorial designsThese are designs employed to reduce the number of
stimuli to be evaluated in the full-profile approach.

Orthogonal ArraysThese are a special class of fractional designs that enable the
efficient estimation of main effects.

Preference modeling

Conjoint Analysis is based on main effects analysis of variance models and can be

performed in a metric or nonmetric form (Kuhfeld, 2005). Kuhfeld (2005) argued that
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when all the attributes are nominal the metric Conjoint Analysis is a singieeffect
ANOVA with some specialized input. Conjoint Analysis required preferemumbs a
attributes variables which are usually obtained by directly asking thencspts to state
their preferred levels within each attribute or by allocating 100 points abmsstributes
according to their importance. The attributes are the independent variabldse and t
judgment (also known as ranking/rating or score) is the dependent variable. Thg rankin
or rating score is usually based on overall assessment of a profile. The damables
used for describing the profiles can also be used as the independent variables in the
regressions.

The parameter estimates from the ANOVA model:

Yik =p + B1i + 325+ R3k

Where:

Thepart-worth utilitiesare the R’s,

u is the intercept, and

YRLi=>R2j=>YR3k= 0: the utilities add to zero.

If, for example, in this study;

The Conjoint Analysis model for the preference for a hotel with convenignce
qualityj, pricer, brand imagé, and relationshig is:

Yike = m + Bai+ B2j+ Bar+ Pakt Psc + gijrke

For any given hotei:=1, -1;j=1,-1;r=1,-1;k=1, -1;,c =1, -1; (1 = Preferred
and -1 = Less preferred)

The part-worth utilities for the attribute levels are the parametenass

Where:B11+ B1o= P21+ B20 =31 + B30 = B4i + f4o = B51 + Bso= 0

The part-worth utilities for the attribute levels are the parametenadsspii,

B1021, B20, B31, B30, B4i, B4o, Bs1, andPsofrom the main effect ANOVA model.
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The estimate of the interceptisand the error term ksrkc
The predicted utility for thgrkc combination is

Yirke = m + Pii+ Poj+ Par+ Pact Psc
The metric model is used in this research study.

L]
Yh=a+bUh + z vjixij
i=1,j=1

Where:

Yheoverall utility of the i profile (h =1, H),

a = estimated parameter represents total intercept,

b = estimated parameter represents the slope of profile h's selfarpliatility
Uh = utilities derived from self-explicated task:

L]
Uh=a +b + Z wjuij

i=1,j=1

Where:

wij=attribute j's importance,ijurepresents level i's desirability in attribute j ),

vij = the estimated utility (dummy-coded variable) represents main effect

associated with level i (i = 1, I) of attribute j (j = 1, J),

xij = dummy variable represents the presence (x = 1) or absence (x = 0) of the
attribute level in the defined stimulus profile.

By summing the utilities of the levels defined in each profile, the authors could

compare the overall profile utilities and select the most preferred hotdeofong the

nine profiles studied. Meanwhile, the authors measured the relative importatice of

five attributes and identified the most important attributes in the study (Hiegastia,

Full profiles and orthogonal designs (array)

Conjoint Analysis has become a popular method for identifying and

understanding the combined effects of product. It can better predict the ovesaliner
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preference through aggregating the utility scores of all individual productsvices
attributes because it is related to more realistic judgment than otkarck methods

(Levy, 1995). However, the realism of attribute level combinations may not be as
important in practice (Moore & Holbrook, 1990). Thus, respondents do notice that some
profiles are less realistic than others.

In Conjoint Analysis, respondents were asked to evaluate several hypothetical
products or scenarios consisting of various combinations of product attributes and their
levels in terms of preferences. However, the possible combination of all faetisrdan
become too large for respondents to rank or score. Thus, fractional factogakdes
used where a smaller fraction of all possible alternatives is utilizezhohsf the full
profiles. The number of relevant combinations can be reduced significantlyhhiraug
use of an orthogonal array experimental design (Green, 1974). Using orthogayad des
was predictive of market behavior (Levin, Louviere, Schepanski, &Norman, 1983).
Based on the evaluations of the hypothetical products made by the participants,
orthogonal arrays can be generated by Conjoint Analysis programs sBalS aSPSS
and MINITAB. For example, in the case of five attributes with three |lesah, all
possible profiles would be 243 (3x3x3x3x3%3). SAS or SPSS can generate a
parsimonious orthogonal array of 27 profiles that are a true represenfaaib@48
profiles. Such utilization of orthogonal arrays reduces the data collectiderbon the
respondents, yet maintains the research rigor to perform analysid as weé would
with a full profile research project.

Finally, Conjoint Analysis assists to determine the relative importance of th

many attributes of a product to the consumers (Green & Wind, 1975). Green and
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Srinivasan (1990) addressed the various uses and implications of Conjoint Amalysis i
marketing and demonstrated the symbiotic relationship between market ssgnend
targeting.
Validation

Many researchers have carried out cross-validation tests, intendaltioal and
external validation, for several of the Conjoint models used previously (Garciap&um
& Hauser, 2007).The internal validation assesses the validity of the model in predicting
the dependent variable (profile evaluation score) within the system, andehsaé
validation evaluates the validity of the model in predicting the dependent vandbke i
real world (Hu & Hiemstra, 1996).

Typical Conjoint Procedures

Most Conjoint studies are conducted using the following steps:
1) Select relevant attributes.
2) ldentify the relevant levels of each attribute.
3) Configure attribute-level combinations (profiles) by using orthogonaysirra
4) Select data collection methods.
The larger the number of attributes and their levels, the larger the numbefileb@
respondent may have to evaluate. In such situations, it is not uncommon to use
orthogonal arrays to reduce the number of profiles evaluated by the respondents.

Levels and Profiles

In this study, five attributes (i.e., convenience, quality, price, brand image, and
relationship) were decided upon with three levels. Each attribute and levetnbekds

below (see Table 6).
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Table 6. The Levels Assigned to Each of the Attributes

Attributes

Levels

Explanation

Conveniences

Above expected = 1
As expected=0
Below expected = -1

Convenient to reach the hotel or the services (e.g.,
Accessibility, Ease of booking/reservation,
Providing various service options, etc.)

Above expected = 1

Perceived quality in terms of all services

Quality As expected=0 (e.g., Service quality, Amenities, Facilities,
Below expected = -1 Cleaning, Room suppliers, etc.)
_ .| Described as acceptable or unacceptable price as
Above expected =1
. _ expected (e.g., Room rate, Value for money,
Price As expected=0 - ; :
_ . Additional charges for extra services, Discounts
Below expected = -1 .
because of membership, etc.)
Above expected = 1 Overall image on the basis of brand prope_rty
~ (e.g., Chain brand image, Property brand image,
Brand Image As expected=0 . . )
_ 4 Unigueness, Impressions gained from standards of
Below expected = -1 . )
service established, etc.)
Above expecte = 1 0TS Betueer e hoeland < stomers
Relationship| As expected=0 -g., -oyally program, program,

Below expected = -1

Affiliation, Hotel’s community enrichment
programs, Co-brandings, etc.)

Five attributes with three levels resulted in a total of 243 profif§s [hese full

profiles were too numerous for the respondents and are a hindrance to the collection of

any useful data. With the orthogonal arrays, assuming that any interaticnsef

negligible, only the main effect could be estimated. The five orthogomgisaused in

this study were formed with the aid of the Conjoint Designer (SAS 9.1). The SAS

program generated an orthogonal array of 27 profiles. This study consideredeth2(7

profiles are too many for a respondent to answer. Thus, this study added aibate attr

called “BLOCK” with three levels (i.e., Block 1) to our model. This way, when the

model splits out the profiles, we can then separate out by the blocks and still have few

profiles per respondent. Finally, the SAS program generated three sessicgmdinine

profiles per respondent (see Table 7 - 9). The arrays used for Conjoint Analggeils m

per each set are indicated below:
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Table 7. The Orthogonal Arrays used for Conjoint Analysis Model (1st set fofigy

Convenience Quality Price Brand Image Relationship
Hotel A Below Below Below Below Below
Expected Expected Expected Expected Expected
Hotel B Below As Above Below Below
Expected Expected Expected Expected Expected
Below Above Below Below
Hotel C Expected Expected As Expected Expected Expected
Hotel D As Below Below Above As
Expected Expected Expected Expected Expected
Hotel E As As Above Above As
Expected Expected Expected Expected Expected
Hotel F As Above As Above As
Expected Expected Expected Expected Expected
Hotel G Above Below Below As Above
Expected Expected Expected Expected Expected
Hotel H Above As Above As Above
Expected Expected Expected Expected Expected
Hotel | Above Above As As Above
Expected Expected Expected Expected Expected

Table 8. The Orthogonal Arrays used for Conjoint Analysis Model (2nd set for gpyofi

Convenience Quality Price Brand Image Relationship
Hotel A Below Below As Above Above
Expected Expected Expected Expected Expected
Hotel B Below As Below Above Above
Expected Expected Expected Expected Expected
Hotel C Below Above Above Above Above
Expected Expected Expected Expected Expected
Hotel D As Below As As Below
Expected Expected Expected Expected Expected
Hotel E As As Below As Below
Expected Expected Expected Expected Expected
Hotel F As Above Above As Below
Expected Expected Expected Expected Expected
Hotel G Above Below As Below As
Expected Expected Expected Expected Expected
Hotel H Above As Below Below As
Expected Expected Expected Expected Expected
Hotel | Above Above Above Below As
Expected Expected Expected Expected Expected
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Table 9. The Orthogonal Arrays used for Conjoint Analysis Model (3rd set forigepyof

Convenience Quality Price Brand Image Relationship
Hotel A Below Below Above As As
Expected Expected Expected Expected Expected
Hotel B Below As As As As
Expected Expected Expected Expected Expected
Hotel C Below Above Below As As
Expected Expected Expected Expected Expected
Hotel D As Below Above Below Above
Expected Expected Expected Expected Expected
Hotel E As As As Below Above
Expected Expected Expected Expected Expected
Hotel F As Above Below Below Above
Expected Expected Expected Expected Expected
Hotel G Above Below Above Above Below
Expected Expected Expected Expected Expected
Hotel H Above As As Above Below
Expected Expected Expected Expected Expected
Hotel | Above Above Below Above Below
Expected Expected Expected Expected Expected

The characteristics in terms of the five key attributes were deddnbe
respondents in each profile. These profiles have been used in previous Conjoint
experiments (Haider & Ewing, 1991; Lindberg, Dellaert, & Rassing, 1999; RVigs, &
Muller, 1999). All profiles were described in surveys (see Appendix A). Amgbeaof
the profiles is shown below:

Second set of Hotel | (Profile 18)
e The hotel is closer than you thought it would be from the airport.
e The hotel’s quality is above what you expected.
e You were asked to pay a lower price for the room than what you expected.
e The brand image of the hotel is below what you would expect to stay at normally.
e The hotel engages in customer relationship building efforts as you expedted suc
as customer loyalty programs, reward programs, etc.
When the questionnaire was pilot-tested, minor adjustments were madéfyo clar

the wording or semantics within the questionnaire.
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Calculating CLV and CE

As presented in the literature review, Gupta et al. (2006) generally definéd C
as “the present value of all future profits obtained from a customer over his e loér |
relationship with a firm (p. 141).” Basically, this current study is based on theptawic
CE presented by Rust et al.’s (2000) and Rust, Lemon, and Zeithaml’'s (2004). studies
Rust, Lemon, and Zeithaml’'s (2004) study used the brand-switching masiaeSla/
model. Rust, Lemon, and Zeithaml’s (2004) CLV model approach is that CLV is
calculated by putting information about acquisition and retention of customers on
competing brands in terms of brand switching. The brand switching matrix pcetente
probability an individual customer would switch from one brand to another. Thus, the

lifetime value, CL\f of customer to brand is shown below.

Tyj

X Vije X ljje X Bijt,
t=0 (1 + d]) fe
Where,
T;; = number of purchases customenakes during the specified time period,
d; = firm j ’s discount rate,
f: = average number of purchases custommeakes in a unit timee(g, per year),
Vije = customer’s expected purchase volume of bramd purchase,
I1;;; = expected contribution margin per unit of braridom customer in
purchasd,
B;j. = probability that customerbuys brand in purchase.

However, the samplings of Rust, Lemon, and Zeithaml’s (2004) study were
airlines, groceries, and facial tissues industries. In order to bettestamtethe formula
by applying the hotel industries, this study used the formula of CLV presenkuasbet

al.’s (2000) study. The formula of CLV is shown below.
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T
1
CLVl = ZM X Rit X Sit X Mitl
t=0

Where,

CLV; = the lifetime value of customer

t = time period,

T = the length of the planning horizon,

D = the discount factor,

R;; = the revenue per period

Si+ = the expected share of custoriigwallet for this brand in time(B; ;.=
probability that customarbuys brang in purchase),

M;; = contribution margin

On the basis of Rust, Lemon, and Zeithaml’'s (2004) study, to calculgte®CE
customer i to brand j is;
CE; = mean;(CLV;;) x POP,
Where;
mean(CLV;) = the average lifetime value for firm j's customers i across the
sample,
POP* = the total number of customers in the market across all brands.

Depending on hotel type, population was applied differently on the basis of percagintage

number of rooms. The population was shown below.

POP*
Hotel type Number of rooms’
Budget 479,265
Mid-price 2,218,908
High-end 1,244,613
Luxury 533,405
Total 4,476,192
Note:

& Source: AHLA (2008). 2008 Lodging Industry Prefily Smith Travel Research (2008)
® Total rooms x average occupancy ratex days = Raights/year
= 4,476,192 x 63.1 x 365 = 1,030,934,160
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@Risk® simulation analysis

To analyze the change in CE, spreadsheet modeling software was used.
Spreadsheet modeling software has evolved to the point where it now provides
generalists with the power to analyze their own decisions quickly and @zsalyy,
1986). It can be used for decision tree analysis, expert systems, optimizak
analysis simulation, statistical analysis and forecasting (Bodily, 1986).

One such simulation, Monte Carlo simulation is the methodology for studying a
large number of probabilistic scenarios (@Risk® simulation, 2008; Bodily, 1986).
Bodily (1986) suggested that Monte Carlo simulation can be carried out within the
spreadsheet because it can be easy to set up the simulation. Monte Carlesiisidat
logical approach to extending a spreadsheet where uncertainty about more than one
assumption variable is important (@Risk® simulation, 2008; Bodily, 1986). The
Palisade Corporation developed an add-in package to M.S. Excel, called @Risk®
simulation that uses Monte Carlo simulation (@Risk® simulation, 2008; Lieberma
Ramsay, & Balsly, 1989). Lieberman et al. (1989) suggested that @ Rmlk@&tson is
a powerful simulation tool that should be considered. Also, the technical appendix of
@Risk® software products provides formula definition. The @Risk® function appendix
also offers detained information on each type of probability distribution avaitable i
@Risk® simulation (Lieberman et al., 1989; @Risk® simulation, 2008).

For a spreadsheet simulation, there are usually four assumptions that need to be
made (Bodily, 1986; Hertz, 1979). The four assumptions are as follows (Bodily, 1986, p.
44):

1) There should be a spreadsheet model that is developed in the usual way.
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2)

3)

4)

For each variable that is to be treated as uncertain, a probability distribution
must be know or assumed.

From a random number generated by the computer, a random observation of
each uncertain variable should be calculated, using the appropriate probability
distribution for that variable. The entire spreadsheet is then solved to give one
complete scenario, or trial of the simulation.

A number of trials are collected into a frequency distribution for some output
variables of the spreadsheet. For example, the result of the simulation may be
a chart showing the relative frequency (or alternatively, pereshtif net

present value (NPV) for a project. The project is evaluated according to the

frequency distribution.”

@Risk® simulation analysis required input variables to forecast CLV in terms of

life time of customers in number of years, called lifecycle in the curnedy.s All

respondents are categorized by the CE-based segmentation and type(oéhdiabget,

mid-price, high-end, and luxury).

In the customers’ survey, input variables are as follows:

1)
2)
3)
4)

5)

6)

Average room-nights stayed during typical last trip

Average room rate paid during typical last trip

Frequency of usage of typical hotel per year in terms of number of visits
Dollar amount spent on marketing expense per year by the typical hotel
Additional expenses incurred by the customer during typical last trip (e.qg.
food, gift shop, etc.)

Average life time of the customer in number of years
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The above input variables were built into a spreadsheet model using the @Risk
software and the distributions for the variables were obtained from the rediliés of
survey conducted. The output variables measuring CE by segments were thencevaluate

for strategic analysis purposes.

Measuring Marketing Effort Responsiveness

Each scenario had several questions for the measurement of marketing effort
responsiveness. Marketing effort responsiveness can be measured by askingrsustom
percentage of brand switching probability, the change in room-nights they estay,
and the change in room rate they are willing to pay about each profile of the nine
hypothetical hotels. These three items were asked in terms of funding suolces
personal funds and business funds.

The marketing effort responsiveness for each hotel profile was measureddpy usi
those variables as the input variables for calculating CLV and CE. @Risk@&astbn
analysis was run to develop the probability distributions of the potential chang®'in C
and CE for each of the market segments based on separately applying easieiICE dr
(i.e., convenience, quality, price, brand image, and relationship). Consequently, @
Risk® simulation provided the ROI of marketing effort exerted by a hotelring of the
change in CE. The results of @Risk® simulation were used to develop mgrketi
strategies for each of the CE segments based on the resulting changesia CE a
consequence of the simulated marketing effort. Finally, action plans wernéediior
each CE-based segment and hotel type by identifying the marketingnostipreferred

by the groups.
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Multidimensional Scaling

Multidimensional scaling (MDS) is popular in marketing research (Abdi, 2007;
Kruskal & Wish, 1978; Mead, 1992). MDS discovered underlying dimensions on the
basis of series of similarity of distance judgments by subjects or obidxtg 2007;

Borg & Groenen, 1997). That is, the purpose of MDS is to provide a visual
representation of the pattern of proximities such as similarities or distéteeskal &

Wish, 1978). The central MDS output is a typgefceptual mappinghe form of a set

of scatterplots in which the axes are the primary dimensions and the points are the
subjects of comparison (Borg & Groenen, 1997; Kruskal & Wish, 1978). MDS provided
graphically how different objects of comparison do/do not cluster (Abdi, 2007; Borg &
Groenen, 1997).

Also, MDS was designed for judgment data; however, it can be used to analyze
any correlation matrix as a type of similarity measures (Borg @&e@&n, 1997). Itis
common to use factor analysis to group variables, or cluster analysiglimi@msions
are objective and measurable (Garson, 2009). In general, it is also possibl¥Sise
with objective distance data and with quantitative variables (Garson, 2009). MBS doe
not require assumptions such as linearity, metricity, or multivariate noyr@ahtli,

2007; Mead, 1992). For these reasons, factor analysis is suggested; however, BIDS doe
not take account of control relationships as factor analysis does (Garson, 2009hd hus, t
current study did not analyze factor analysis or cluster analysis abouinfiatelation

sources because hotel information sources are independent marketing tools. $1DS wa
used to determine which of hotel information sources was seen as being siregahby

of market segments and hotel type.
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Summary
In this chapter, the research procedure and overview of the methodological model
were presented. The qualitative study (Phase |) and quantitative shacde () were
explained. Each phase described the methods, measurements of the variables, data
collection, and data analysis procedures. In particular, a presentation of thensquat

used to measure Customer Equity was provided.
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CHAPTER IV

FINDINGS

Introduction

This chapter presents the results of the quantitative study conducted inlPhase
which in turn are based on the results of the qualitative study conducted duried Bhas
this study. The objective of Phrase Il was to examine Proposition 1, 2, and 3 of the
research. The quantitative results of Phrase Il are shown in the folloategpdes:
Overall Descriptions of Survey, Quantitative Results, Descriptives8tati and
Hypotheses Testing Results for Proposition 1, 2, and 3.

Overall Descriptions of Survey

A total of 195,119 surveys were distributed through an email invitation.
However, only 90,764 were valid email addresses which resulted in a total response of
285 completed surveys. Because of the high probability of the surveys ending up in the
junk folders and the filters placed by the respondents or their internet serviaepsovi
the final response rate was only about 0.314%. Although low, this response rate is
consistent with web surveys that do not involve any incentives.

As described in the methodology, this study conducted three sets of surveys.
Each survey had the same questions along with different sets of hypothetetal

profiles involved in Conjoint Analysis study. By having three versions of the suthesy
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researcher reduced the likelihood of respondent fatigue and also was able tb Zave al
profiles evaluated. The descriptive statistics of all 27 hotel profilestiioze surveys

are presented in Appendix C. Of the total 285 surveys, 100 surveys (35.1%) were for the
first version of survey, 98 (34.4%) were for the second version of survey, and 87 (30.5%)
were for the third version of surveyrhe screening question wasjdve you stayed at

any type of commercial hotel/motel/lodging establishments at least once during the past
12 months? Of the 285 surveys returned, only 232 (81.4%) answeYed to the

screening question and were included in the final analysis. The rest of the 53 (18.6%)
respondents who respondet® to the screening question were not considered for

further analysis.

Quantitative Results
Reliability of Scales and Factor Analysis

All measurement items were analyzed for reliability &atidity purposes. The
examination of the measurements for internal consistency ofc#tessshowed that all
factors were acceptable on the basis of the criteria from Nyenél988) study. The
Cronbach’s coefficient alpha of all factors ranged from .597 to .9h8. results of
reliability and factor analyses are described in Table 10.

As a result of an exploratory factor analysis, the constrdc@uetomer Equity
drivers (CE drivers) were showed as five factéastor 1 “Brand Image” (Cronbach’s
= .882), factor 2 “Convenience” (Cronbach’ss = .824), factor 3 “Relationship”
(Cronbach’so, = .913),factor 4 “Quality” (Cronbach’sa = .831), andactor 5 “Price”

(Cronbach’sa = .597). These five CE drivers were obviously emphasized in the hotel
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industry instead of three CE driverg¢alue, Brand Imageand Relationshipdrivers) in
the previous work of Rust et al. (2001; 2004).

Table 10. Final Measurement Items and Summary of Factor Loading anaalnt

Reliability
. o Factor Eigen- | Variance Reliability
Factor label and attributes Mean sb loadings | value (%) coefficient (@)

Factor 1:Brand Image 9.313 24.271 0.882

Impression gained from room amenities 5.2f 144 4.9%

Impressmn gained from the reputation of the 515 151 944

neighborhood

Impression gained from the Word-of-mouth 5.38 1{54.927

General brand image 441 1.80 .924

Impression gained from company Ads. 4.13 1{74 921

Impression gained from on-line reviews 4,58 172 15.9

Impression gained from the standards of service 5 4.4 1.79 913

Uniqueness of hotel 3.74 1.87 .905
Factor 2:Convenience 6.311 19.951 0.824

Providing various room types 5.03 1.4 .93p

Ability to provide various service options 4.41 a.y .913

Ease of making reservations 5.43 159 .908

Various methods of payments 4.99 1.89 .907

Ease of ordering services 4.19 1.p6 Relolrg

Easy accessibility to amenities 4.93 1.68 .90z

Convenient location 5.67 1.46 .877
Factor 3: Relationship 5.509 18.056 0.913

Hotels’ involvement with community

- 3.66 1.96 .940
enrichment programs

Hotel's involvement with resolving social issugs  8@. | 1.97 .937
Hotel's participation in referral group programs ~ 73. | 1.82 921
Provision of non-incentive loyalty 3.48 1.89 914
Hotel's programs for co-branding 3.56 1.87 .892
Availability of loyalty programs 4.46 1.8Y .885
Factor 4: Quality 3.605 17.188 0.831
Quality of service recovery 5.89 1.33 .926
Quality of amenities 5.08 1.6P .915
Quality of service performance 5.75 1.85 914
Quality of facilities’ upkeep 6.37 1.04 .895
Quality of room supplies 5.20 1.7 .894
Quality of room service 451 2.08 .857
Factor 5: Price 1.555 8.178 0.597
Discounts received owing to membership 5.16 1.77 90.8
Additional charges for extra services/facilities 28. | 1.57 .889
Perceived value for the price paid for the room 56.1 1.06 .787
Total % of variance 87.645
Note:

*Mean values were computed on the basis of 7-pdkert-type scale 7Extremely Importantto 1 (Not at all Importany.
N = 175.
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Cluster analysis

Cluster analysis was employed to classify attributes of the CEslonethe basis
of a K-means clustering method. A non-hierarchical algorithm (Hairefsaah, et al.,
1998) was used to determine the best number of clusters based on the activity factors.
The current study suggested that a five-cluster solution was most apprapriate f
organizing the data concerning the CE drivers. Weighed mean scomapdotance of
the five CE drivers were calculated by multiplying the raw mean seoictshe weights
for each CE driver. The standardized weighed mean scores assisted tthedfbels
of clusters as follows: “cluster Relationship-Seeking Customer SegnfRECS),”
“cluster 2:Convenience-Seeking Customer Segrf@8CS),” “cluster 3Quality-Seeking
Customer Segme(SCS),” “cluster 4Brand Image-Seeking Customer Segment
(BSCS),” and “cluster SPrice-Seeking Customer Segm@$CS).” The

appropriateness of each category was described in Table 11.
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Table 11. Standardized Weighed Score for Importance of CE Drivers

Cluster Number

Standardized Weighed Five-Key-CE

a
and Name Drivers Mean Sb
Average weighted score of Convenience 0.038 0.646
Relati((:Jlrl:sSr?iar;-Sleeking Average We?ghted score of QL_JaIity -0.340 0.344
Customer Segment Average We!ghted score of Price -0.310 0.438
(RSCS) Average weighted score of Brand Image 0.620 0.848
Average weighted score of Relationship 1.725 | 0.923
Cluster 2 Average we?ghted score of Conv_enience 1.688 | 1.164
Convenience-Seeking Average We!ghted score of QL_Jallty -0.2£_L1 0.794
Customer Segment Average We!ghted score of Price -0.374  0.639
(CSCS) Average we!ghted score of Branq Image -0.485 0.378
Average weighted score of Relationship -0.563 0.291
Cluster 3 Average We!ghted score of Conv_enience -0.517  0.629
Quality-Seeking Average We!ghted score of Ql_Jallty 1.319 I 0.890
Customer Segment Average We!ghted score of Price -0.351  0.898
(QSCS) Average weighted score of Brand Image -0.492  0.480
Average weighted score of Relationship -0.389  0.569
Cluster 4 Average We?ghted score of Conv_enience 0.010 0.804
Brand Image-Seeking Average We!ghted score of anllty -0.080 0.730
Customer Segment Average we!ghted score of Price -0.281  0.647
(BSCS) Average weighted score of Brand Image | 1.430 | 0.868
Average weighted score of Relationship -0.043  0.468
Cluster 5 Average We?ghted score of Conv_enience -0.363  0.605
Price-Seeking Average We!ghted score of QL_Jallty -0.605 0.576
Customer Segment Average we!ghted score of Price 0.795 | 1.189
(PSCS) Average we!ghted score of Branc_i Image -0.604  0.383
Average weighted score of Relationship -0.462  0.447

Note:

&Weighed mean scores for importance of the five @ieds were calculated by multiplying the raw mean
scores and the weights for each CE driver. (Thghteifor each CE driver were evaluated by askiegiégree

of importance. The allocated points for all five @fvers must total 100.)
® Raw mean values were evaluated on the basis oiritp&ert-type scale 7Hxtremely Importaitto 1 (Not at

all Importan.
°N=175.

Cluster 1:This cluster contained 32 respondents. This cluster was named

“Relationship-Seeking Customer SegniB®CS)” based on the standardized weighed

mean score. This cluster appeared to have the highest standardized weeagnestore

on “Relationship”’(M = 1.725) among the five key CE drivers.
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Cluster 2:This cluster contained 22 respondents. This cluster was named
“Convenience-Seeking Customer Segrf@8CS)” based on the standardized weighed
mean score. This cluster appeared to have the highest standardized weeagnestore
on “Convenience(M = 1.688).

Cluster 3:This cluster contained 39 respondents. This cluster was named
“Quality-Seeking Customer Segm@dECS)” based on the standardized weighed mean
score. This cluster appeared to have the highest standardized weightedorean sc
“Quality’ (M = 1.319).

Cluster 4:This cluster contained 31 respondents. This cluster was ndnald*
Image-Seeking Customer Segm@&8CS)” based on the standardized weighed mean
score. This cluster appeared to have the highest standardized weightedorean sc
“Brand Imagé (M = 1.430).

Cluster 5:This cluster contained 51 respondents. This cluster was ndPned-*
Seeking Customer Segm@8ECS)” based on the standardized weighed mean score.
This cluster appeared to have the highest standardized weighted meams&uiee”

(M = 0.795).

Additionally, correlation analysis was conducted to enhance our understanding of

the cluster structure. The result of the correlation analysis sigrtlficupported the

five-cluster solutionif < .001).
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Table 12. Correlation between Factor Scores and Standardized Weightethirogor
Scores for CE Drivers

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
Relationship-| Conveniencet Quality- Brand Price-
Seekin Seekin Seekin Image- Seekin
Factors g g 9 Seeking eexing
Customer Customer Customer Customer
Customer
Segment Segment Segment Segment Segment
(RSCS) (CSCs) (QSCS) (BSCS) (PSCS)
Factor 1 Brand Image 205 017 -.032 980" -.197
Factor 2 Convenience -.026 991" -.091 .023 -.222
Factor 3 Relationship|  .974 -.024 -.067 176 -.128
Factor 4 Quality -.062 -.082 984 -.021 -.256
Factor 5 Price -.060 -.099 -127 -081 | .909"

Note:
"p<.05"p<.001.

Tests were also conducted to determine if the clusters differed from each othe

significantly. ANOVA tests indicated that all five factors contributed tiedintiating

the five clusters< .001). In addition, Multivariate of Analysis of Variance

(MANOVA) test was conducted and also verified that all five factorsriried to

differentiating the five clusters (Pillai Trace = 2.2p4 .001; Wilks’ Ramba = 0.03%,
<.001; Hotelling-Lawley Trace = 5.66{ < .001; and Roy’s Greatest Root = 2.676;
.001). Furthermore, post-hocanalysis, using Tukey HSD’ test, was employed to
explore any significant differences between the clusters wigeceso each of the CE
factor scores. The results of the Tukey HSD's test indicated that thexestagstically
significant differences between clusters (see Table 13).

There were statistically significant differences among the ck$i€4, 170) =
60.373,p < .001, Cluster 1M = 0.297,SD= 0.932), Cluster 2 = -0.491,SD = 0.403),
Cluster 31 =-0.474,SD= 0.492), Cluster 4 = 1.511,SD= 0.893), Cluster 9\ = -

0.531,SD= 0.411) within the Brand Imageé factor. As for the Convenienckfactor,
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there were statistically significant differencEg4, 170) = 32.276) < .001, Cluster 1M
= 0.033,SD=0.681), Cluster 2 = 1.653,SD= 1.136), Cluster 3 = -0.450,SD=
0.603), Cluster 4\ = -0.030,SD= 0.869), Cluster 9y = -0.371, SD = 0.646). Also for
the “Relationship factor, there were statistically significant differendég4, 170) =
69.838,p < .001, Cluster 1M = 1.653,SD = 0.968), Cluster 2y = -0.497,SD= 0.341),
Cluster 3 =-0.232,SD= 0.596), Cluster 4 = -0.399,SD= 0.569), Cluster 9 = -
0.403,SD=0.471). As for theQuality’ factor, there were statistically significant
differencesF (4, 170) = 38.733) < .001, Cluster 1M = -0.255,SD= 0.442), Cluster 2
(M =-0.191,SD= 0.828), Cluster 3| = 1.225,SD= 0.909), Cluster 4 =-0.076,SD
= 0.830), Cluster 9y = -0.648,SD= 0.609). Finally, as for the”tice” factor, there
were statistically significant differencds (4, 170) = 4.066p < .001, Cluster 1M = -
0.128,SD= 0.608), Cluster 2y = -0.239,SD= 0.772), Cluster 3 = -0.293,SD=

0.886), Cluster 4\ = -0.058,SD= 0.724), Cluster 5\ = 0.442,SD= 1.336).
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Table 13. Results of Cluster Analysis for CE Drivers

Cluster | Cluster Cluster Tukey HSD multiple range tests
Name of Cluster 1 | Cluster 2
3 4 5 F-value

Factor 1-2| 1-3| 14| 1-5| 2-3 2-4 25 34 35 45

0.297 | -0.491 | -0.474| 1511 | -0.531

(5.47)° (4.49) | (4.66) | (5.18) | (3.84)

Convenienca  0-033 1.653 | -0.450 [ -0.030 | -0.37L | oo o | = [ ns | ms | o | = [ = | = | ns | v |
(5.67) (5.38) | (4.89) | (5.30) | (4.15) '

1.653 | -0.497 | -0.232| -0.399 | -0.403

(5.17) (3.39) | (3.67) | (4.31) | (2.84)

Quality -0.255 | -0.191 | 1.225 | -0.076 | -0.648
(6.13) (5.57) | (5.51) | (5.94) | (4.69)

-0.128 -0.239 | -0.293 | -0.058 | 0.442

Brand Image 60373 | T | T T s T s s

R8|ati0nShip 6983gk * ** ** * ns ns ns ns ns ns

387335* ns ** ns ns ** ns ns ** ** ns

H ns ns ns ns ns ns * ns * ns
Price (5.98) | (5.50) | (5.44) | (5.69) | (5.23) | 4066
Relationship | Convenience  Quaiy. i Price | pillai Trace = 2.204 (p <001);
Cluster | Seekna | seeng | seekng | sedfng || S28K09, | wilks Ramba = 0.035 (p < 001),
name Segment Segment | Segment Customer Segment | Hotelling-Lawley Trace = 5.667 (p <.001); and
(RSCS) (cscs) | (Qscs) ?ggrggr)‘t (PSCs) | Roy’s Greatest Root = 2.676 (p < .001)

Note:

AWeighed mean scores for importance of the five @&tk were calculated by multiplying the raw meanres and the weights scores for each CE driVee Weights for each CE driver
were evaluated by asking the degree of importaFive.allocated points for all five CE drivers mustgt 100.)

°( ) indicates raw mean values which were evatlian the basis of 7-point Likert-type scalé€¥ttemely Importantto 1 (Not at all Important.

"p<.05,"p<.001nsindicates ‘not significant.’
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The following descriptive statistics below (see Table 14) were danraf the
non-weighted importance scores (i.e., raw data) for the CE driversna tdithe five
clusters. Cluster 1:“Relationship-Seeking Customer SegnfR®CS)” had mean scores
as follows for the five CE drivers in the hotel industry: “Convenience fa(ibr 5.67),
“Quality factor” (M = 6.13), “Price factor’Nl = 5.98), “Brand Image factorM = 5.47),
and “Relationship factorM = 5.17).

Cluster 2:*Convenience-Seeking Customer Segrf@8CS)” had mean scores as
follows for the five CE drivers in the hotel industry: “Convenience factdr=(5.38),
“Quality factor” (M = 5.57), “Price factor’Nl = 5.50), “Brand Image factorM = 4.49),
and “Relationship factorM = 3.39).

Cluster 3:*Quality-Seeking Customer Segm@8CS)” had mean scores as
follows for the five CE drivers in the hotel industry: “Convenience factdr=(4.89),
“Quality factor” (M = 5.51), “Price factor’Nl = 5.44), “Brand Image factorM = 4.66),
and “Relationship factorM = 3.67).

Cluster 4:*Brand Image-Seeking Customer SegniB8ICS)” had mean scores as
follows for the five CE drivers in the hotel industry: “Convenience factdr=(5.30),
“Quality factor” (M = 5.94), “Price factor’Nl = 5.69), “Brand Image factorM = 5.18),
and “Relationship factorM = 4.31).

Finally, cluster 5:“Price-Seeking Customer Segm@$®CS)” had mean scores as
follows for the five CE drivers in the hotel industry: “Convenience factdr=(4.15),
“Quality factor” (M = 4.69), “Price factor’Nl = 5.23), “Brand Image factorM = 3.84),
and “Relationship factor'M = 2.84). According to non-weighted importance scores for

each CE driver, Cluster Relationship-Seeking Customer SegniB&CS) evaluated the

122



highest mean scores for all five factors. All clusters except clustecéiyped “quality”
as the most important factor. ClustePBice-Seeking Customer Segm@$CS), scored

the highest mean score for “price factor.”
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Table 14. Mean and SD of Scores Non-Weighted for Importance of CE Drivers

by Clusters
Cluster 1 Cluster 2 Cluster 3 C“Iuster 4 Cluster 5
“ 1 H ” “ M ” 13 M 1 Brand " 1 ”
Relationship” | “Convenience Quality Image” Price
(n=32) (n=22) (n=139) (n=31) (n=51)
M2 SD M SD M MP SD M SD M
Convenience Factor 5.67 1.44 5.38 1.39 4.89 1.62 | 5.30 1.67 | 4.15 1.78
Location 6.09 | 1.20| 6.59| 067 528 163 545 157 495 1.47
Reservation 6.22| 094 5.73 145 526 155 577 15273 | 1.76
Ordering Service 5.13| 1.81  4.91 172 4.05 102 4/84.71 | 3.02| 1.74
Room type 578 | 1.43| 5.45 101 521 151 542 1/65.004 1.96
Service option 5.16 1.65 4.45 1.71 4.64 1.58 4197 .641 3.39 1.72
Access amenity 5.41| 1.5 5.5( 157 492 1P9 545391 4.06| 1.90
Pay Method 591| 1.47| 5.05 159 490 1.83 5019 22833 | 1.88
Quality Factor 6.13 | 1.02 | 557 | 1.28 | 551 | 1.33 | 594 | 1.39 | 4.69 | 1.68
Performance 6.34 0.79 5.95 0.95 6.00 1.10 6/00 1.34.96 1.62
Quality of amenity 5.56| 1.50|  4.82 171 523 1.40 875 1.15| 4.29| 1.75
Quality of Room 613 | 094 | 559| 1.33] 479 176 57 160 4u5  1.76
Supplies
Qs‘ﬂfgec’f Room 550 | 170 | 459| 1.99| 444 211 558 169 3P5 1.86
Quality of Facility 6.63| 055| 6.41| 067 656 079 58| 096| 592| 1.44
Quality of Recovery | 6.59| 0.61  6.05 1.00 6.05 0.83.905| 1.60| 5.24| 1.62
Price Factor 598 | 1.16 | 550 | 1.34 | 544 | 1.27 | 569 | 1.44 | 523 | 1.74
Perceived value 6.38|  0.66 6283 087 6.08 081 62615 | 596| 1.39
Additional Charge 5.75| 1.37| 5.3 150 541 121 95/11.68 | 4.90| 1.82
Discount 581 | 1.45| 4.91 1.66 482 1.719 561 148 844, 2.01
Brand Image Factor 5.47 1.28 4.49 1.67 466 | 1.67 | 518 | 1.46 | 3.84 | 1.64
(ﬁfn”aeégl Brand 531 | 149 | 423| 166| 421 1.8+ 555 139 387 161
Uniqueness 472| 171  3.18 166 392 247 452 14275 | 152
Image of online 5.31| 1.18| 4.45 1.95 441 1.86 4oae5 | 410| 1.71
Image of Reputation 5.97 0.90¢ 4.95 1.76 5.13 1/138.655 1.33 4.43 1.58
Image of Room 597 | 097 | 509| 157 541 114 571 130 453 1.62
amenity
Image of Standard 516  1.51 4.23 1.82 4p4 1|74 0491166 | 355| 1.71
Image of Ads. 5.25| 1.41| 4.14 164 405 185 41 541 3.20| 151
Image of WOM 6.09| 1.06| 5.68 129 549 139 582 214476 | 1.84
Relationship Factor | 5.17 | 154 | 3.39 | 176 | 367 | 1.95 | 431 | 1.73 | 2.84 | 159
Loyalty Program 591| 1.20 4.8 1.5( 403 191 5413154 | 361| 1.88
Non-Incentive 497 | 151 | 286| 196 346 19F 440 172 245 132
Program
Social Issue 528 1.42 3.41 1.89 390 209 397 518286 | 1.72
Referral group 497| 162 3.23 1.82 374 179 4]29.701 2.78| 1.46
Community 519 | 1.60| 3.50 1.77| 341 206 397 174 278 176
Environment
Co-branding 469| 1.91| 3.8 159 349 186 442 18255 | 1.38
Note:

#Mean (M) values were computed on the basis of 7-pointrtikge scale 7Extremely Importantto 1 (Not at all Importany.
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Descriptive Statistics

Socio-Demographic Characteristics

Each cluster was cross-tabulated with the socio-demographic chataasead
develop a profile for each of the five clusters. There were no statigsagtificant
differences among the five CE clusters except “room mte.(5).” Table 15
summarizes the socio-demographic characteristics by clusters. Thef #yesverage
respondent in each cluster ranged as follmlsster 1(1%), cluster 2(0%), cluster 3
(0%), cluster 4(0%), andcluster 5(0%) were between the ages of 21 to@dster 1
(4.1%),cluster 2(3.1%),cluster 3(5.2%),cluster 4(4.1%), anctluster 5(1%) were
between the ages of 25-3Auster 1(4.1%),cluster 2(1%), cluster 3(2.1%),cluster 4
(2.1%), anctluster 5(6.2%) were between the ages of 35@dster 1(7.2%),cluster 2
(3.1%),cluster 3(4.1%),cluster 4(6.2%), anctluster 5(10.3%) were between the ages
of 45-54;cluster 1(4.1%),cluster 2(3.1%),cluster 3(6.2%),cluster 4(5.2%), and
cluster 5(11.3%) were between the ages of 55-64;@dunster 1(1%), cluster 2(1%),
cluster 3(0%), cluster 4(1%), andcluster 5(2.1%) were 65 years of age or older.

Male respondents of all clusters except cluster 4 were higher proportioned tha
females. The gender was described as follows: males (13.4%) and f@rizd&swere
in cluster 1 males (7.2%) and females (4.1%) wereluster 2 males (9.3%) and
females (8.2%) were iduster 3 males (7.2%) and females (11.3%) wereluster 4
and males (18.6%) and females (12.4%) werduster 5

The major occupation of the respondents was as follows: welesiter 1
(13.4%),cluster 2(9.3%),cluster 3(9.3%),cluster 4(7.2%), anctluster 5(20.6%) were

in “Manager/Professional.” The majorities of the income were betweeincome of
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$50,000-74,999 and $75,000-99,96/uster 1(7.2%),cluster 2(4.1%), anctluster 5

(6.2%) were between the income of $50,000-74,999. éndter 3(6.2%),cluster 4

(6.2%), anctluster 5(6.2%) were between the income of $75,000-99,999.
Caucasians (non-Hispanic) mainly participated in this survey as folbhweser

1 (11.3%),cluster 2(8.2%),cluster 3(14.4%),cluster 4(9.3%), anctluster 5(27.8%).

The majority of the respondents reported having a college degree and postegradua

degreecluster 1(10.3% and 6.2%yluster 2(6.2% and 5.2%)luster 3(6.2% and

5.2%),cluster 4(5.2% and 7.2%), anduster 5(7.2% and 18.6%), respectively.
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Table 15. Socio-Demographic Characteristics

Cluster 1 Cluster 2 Cluster 3 | Cluster4 | Cluster5
(n=32) (n=22) (n=39) (n=31) (n=51)
Brand
Demographic Relationship-| Convenience-| Quality- Image- Price-
Characteristics Seeking Seeking Seeking Seeking Seeking
Customer Customer Customer | Customer | Customer
Segment Segment Segment | Segment | Segment
(RSCS) (CSCS) (QSCS) (BSCS) (PSCS)
Age(n = 97)
21-24 1 (1.0%) 0 (0%) 0 (0%) 0 (0%) 0 (0%)
25-34 4 (4.1%) 3 (3.1%) 5 (5.2%) 4 (4.1% 1 (1.0%)
35-44 4 (4.1%) 1 (1.0%) 2 (2.1%) 2(2.1% 6 (6.2%)
45-54 7 (7.2%) 3 (3.1%) 4 (4.1%) 6 (6.2% 10 (10,3%
55-64 4 (4.1%) 3(3.1%) 6 (6.2%) 5 (5.2% 11 (11)3%
65+ 1 (1.0%) 1 (1.0%) 0 (0%) 1 (1.0%) 2 (2.1%)
Gender(n = 97)
Male 13 (13.4%) 7 (7.2%) 9 (9.3%) 7(7.2% 18 (¥8)6
Female 8 (8.2%) 4 (4.1%) 8 (8.2%) 11 (11.3%) 124%)
Occupation(n = 97)
Manager/Professional 13 (13.4%) 9 (9.3%) 9 (9.3%) (7.2%) 20 (20.6%)
Clerical/Sales/Service 2 (2.1%) 1 (1.0%) 4 (4.19%) (44%) 3 (3.1%)
Not in workforce 3 (3.1%) 0 (0%) 4 (4.1%) 4(4.1%) 4 (4.1%)
Others 3 (3.1%) 1 (1.0%) 0 (0%) 3(3.1% 3 (3.1%)
Income(n = 97)
Less than $30,000 1 (1.0%) 1 (1.0%) 1 (1.0%) 91| 3(3.1%)
$30,000-49,999 1 (1.0%) 2 (2.1%) 3(3.1% 4(41%) 3(3.1%)
$50,000-74,999 7 (7.2%) 4 (4.1%) 2(2.1% 2(2.1%) 6 (6.2%)
$75,000-99,999 6 (6.2%) 1 (1.0%) 6 (6.2% 6 (6.2%) 6 (6.2%)
$100,000-149,999 3 (3.1%) 3(3.1%) 3 (3.1% 0 (0%) 5 (5.2%)
$150,000-199,999 1 (1.0%) 0 (0%) 1(1.0% 0 (0% (5.8%)
More than $200,000 2 (2.1%) 0 (0%) 1 (1.0% 2991 | 2 (2.1%)
Ethnic Background(n = 97)
g}%‘#ﬁﬁ?;‘;mc) 11 (11.3%) 8 (8.2%) 14 (14.4% 9 (9.3% 27 (27.8%)
African-American 3 (3.1%) 0 (0%) 1 (1.0%) 2(2.1% 0 (0%)
Hispanic 2 (2.1%) 0 (0%) 1 (1.0%) 1(1.0% 1 (1.0%)
Asian/Pacific Islander 3(3.1%) 2(2.1%) 0 (0%) 3 (3.1%) 1 (1.0%)
Native American 0 (0%) 1 (1.0%) 0 (0%) 1(1.0% 004)
Others 2 (2.1%) 0 (0%) 1 (1.0%) 2(2.1% 1(1.0%)
Education Level (n = 97
Some high school 0 (0%) 0 (0%) 1(1.0% 0 (0%), )0
High school graduates| 1 (1.0%) 0 (0%) 1 (1.0%) 1 (1.0%) 0 (0%)
Some college/technical 4 (4.1%) 0 (0%) 4 (4.1%) 5 (5.2%) 5 (5.2%)
College graduates 6 (6.2%) 6 (6.2%) 6 (6.2%) 595.2 7 (7.2%)
Post-graduate degree 10 (10.3% 5 (5.2%) 5 (5.2%) (7.2P0) 18 (18.6%)
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General Information about Hotel Stay for Customer Equity

This study sought the customers’ typical hotel purchase behavior through the
survey instrument. The information was required for calculating the custaniieas
CE based on their reported hotel purchase behavior. Table 16 provides the summary of
general information about hotel stay of the respondents. The most of responiknts pa
“personally” for the roomcluster 1(10.9%),cluster 2(10.3%),cluster 3(17.1%),cluster
4 (10.9%), anctluster 5(22.9%). In the hotel category, four clusters were mainly in
“Mid-price” and “High-end” as followscluster 1(9.7% and 5.1%)luster 2(5.1% and
6.3%),cluster 3(12.0% and 6.9%), arduster 4(6.9% and 6.9%), respectively while
cluster 5was in “Budget (8.6%)” and “Mid-price (13.8%).” The majority of the purposes
was “Pleasure/Leisure”: 9.1%l(ster 1, 9.7% ¢€luster 3, 17.7% ¢luster 3, 10.9%
(cluster 4, and 18.3%dluster 5, respectively. Most respondents stayed during “2 to 3
nights per visit”: 9.7%dluster 3, 8.0% ¢€luster 3, 10.9% ¢luster 3, 9.1% €luster 4,
and 14.9%cluster 3, respectively.

The most respondents of the room rate categories were as follos, “$65 to 99.99”
and “$100 to 149.99” was as follows respectivelyster 1(8.0% and 5.1%Yxluster 2
(4.6% and 6.3%)luster 3(6.3% and 8.6%), anduster 4(4.6% and 4.6%) whileluster
5 was between the room rate of “$45 to 64.99 (7.4%)” and “$65 to 99.99 (12.1%).”

The range of the other expenses was mostly between the categories tof “$25
$49.99” incluster 18.6%) anccluster 2(4.6%), between “$50 to $99.99” atuster
3(8.0%) anccluster 4(5.7%), and less than $25dtuster 5(10.9%).

The majority of the “times stayed in this type of hotels during the past 1hsiont

was less than 5 timesluster 1(8.6%),cluster 2(8.0%),cluster 3(10.3%),cluster 4
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(9.1%), anctluster 5(18.8 %). Finally, the respondents had “6 years and higher”
lifecycles mostly: 9.7%cqluster 3, 9.1% ¢€luster 3, 12.6% €luster 3, 7.4% Cluster 4,

and 18.3%cluster 5.

Table 16. General Information about Hotel Stay

Cluster 1 Cluster 2 Cluster 3 | Cluster4 | Cluster5
(n=32) (n=22) (n=39) (n=31) (n=51)
o Relatioqship- Conven!ence- Quali.ty- I?:Sg_ Pricg-
Characteristics Seeking Seeking Seeking Seeking Seeking
Customer Customer Customer Customer
Segment Segment Segment (;uesgr?]n;ﬁtr Segment
(RSCS) (CSCS) (QSCS) (BSCS) (PSCS)

Payment Type(n = 175
Personally paid for it. 19 (10.9%) 17 (10.3%)| 30 (17.1%) 19 (10.9%) 41922.
My company paid for it. 12 (6.9%) 4 (2.3%) 7 (4.0%) 10 (5.7%) 8 (4.6%)
Others 1 (0.6%) 1 (0.6%) 2 (1.1%) 2(1.1% 2 (1.1%)
Category(n = 175)
Budget/Economy 5 (2.9%) 3 (1.7%) 4 (2.3%) 5 (2.9% 15 (8.6%)
Mid-price 17 (9.7%) 8 (5.1%) 21 (12.0%) 12 (6.9%) 25 (13.8%)
High-End 9 (5.1%) 11 (6.3%) 12 (6.9% 12 (6.9%) 11 (6.3%)
Luxury 1 (0.6%) 0 (0%) 2 (1.1%) 2 (1.1%) 0 (0%)
Purpose(n = 175)
Business 12 (6.9%) 4 (2.3%) 4 (2.3%) 6 (3.4% 13 (7.4%)
Pleasure/Leisure 16 (9.1%) 16 (9.7%) 31 (17.7%) 19 (10.9%) 33 (18.3%
Conference 3 (1.7%) 1 (0.6%) 2 (1.1%) 3(1.7% 2 (1.1%)
Others 1 (0.6%) 1 (0.6%) 2 (1.1%) 3(1.7% 3 (1.7%)
Room-nights/Visit (n = 175)
1 night 7 (4.0%) 3 (1.7%) 9 (5.1%) 7 (4.0% 14 (8.0%)
2-3 nights 17 (9.7%) 13 (8.0%) 19 (10.9%) 16 (9.1%) 27 (14.9%)
4-5 nights 4 (2.3%) 6 (3.4%) 8 (4.6%) 6 (3.4% 4 (2.3%)
6-7 nights 2 (1.1%) 0 (0%) 2 (1.1%) 1 (0.6%) 5 (2.9%)
More than 8 nights 2 (1.1%) 0 (0%) 1 (0.6%) 1 (0.6%) 1 (0.6%)
Room rate/Visit(n = 175)
$20-44.99 1 (0.6%) 0 (0.6%) 1 (0.6%) 3(1.7% 3 (1.7%)
$45-64.99 3 (1.7%) 1 (0.6%) 4 (2.3%) 3 (1.7% 13 (7.4%)
$65-99.99 14 (8.0%) 8 (4.6%) 11 (6.3% 8 (4.6% 22 (12.1%)
$100-149.99 9 (5.1%) 11 (6.3%) 15 (8.6% 8 (4.6% 8 (4.6%)
$150-199.99 1 (0.6%) 2 (1.1%) 4 (2.3%) 6 (3.4% 4 (2.3%)
$200-249.99 4 (2.3%) 0 (0%) 3 (1.7%) 1 (0.6%) 1 (0.6%)
$250+ 0 (0%) 0 (0%) 1 (0.6%) 2 (1.1%) 0 (0%)
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Table 16. General Information about Hotel Stayntinued)

Cluster 1 Cluster 2 Cluster 3 | Cluster4 | Cluster5
(n=32) (n=22) (n=39) (n=31) (n=51)
o Relatioqship- Conven!ence- QuaIiFy- Ier:ng_ Pricg-
Characteristics Seeking Seeking Seeking g Seeking
Customer Customer Customer Seeking Customer
Segment Segment Segment %%Sgr%n;r?tr Segment
(RSCS) (CSCS) (QSCS) (BSCS) (PSCS)
Other Expenseg(n = 175)
Less than $25 3 (1.7%) 6 (3.4%) 7 (4.0%) 6 (3.4% 19 (10.9%)
$25-49.99 15 (8.6%) 8 (4.6%) 9 (5.1%) 8 (4.6% 18 (9.8%)
$50-99.99 9 (5.1%) 6 (4.0%) 14 (8.0% 10 (5.7%) 9 (5.1%)
$100-149.99 3 (1.7%) 2 (1.1%) 8 (4.6%) 6 (3.4% 4 (2.3%)
$150-199.99 0 (0%) 0 (0%) 0 (0%) 1 (0.6%) 1 (0.6%)
$200+ 2 (1.1%) 0 (0%) 1 (0.6%) 0 (0%) 0 (0%)
Times stayed in this type of hotel during the pA& months(n = 175
Less than 5 times 15 (8.6%) 13 (8.0%) 18 (10.39 16 (9.1%) 33 (18.8%)
5-9 times 10 (5.7%) 9 (5.1%) 14 (8.0% 7 (4.0% 9 (4.6%)
10-14 times 3 (1.7%) 0 (0%) 3 (1.7%) 1 (0.6%) 6 (3.4%)
15-19 times 2 (1.1%) 0 (0%) 2 (1.1%) 3 (1.7%) 0 (0%)
20-24 times 1 (0.6%) 0 (0%) 0 (0%) 2 (1.1%) 2 (1.1%)
25-29 times 0 (0%) 0 (0%) 0 (0%) 1 (0.6%) 0 (0%)
40 + times 1 (0.6%) 0 (0%) 2 (1.1%) 1 (0.6%) 1 (0.6%)
Lifecycle(n = 175)
Less than 6 months 1 (0.6%) 2 (1.1%) 1 (0.6%) 2(1.1% 5 (2.9%)
Sergromhs tolessthanl | 4 5 394 1 (0.6%) 000%) | 4(23%) 4(2.3%)
1 year to less than 2 yeaf 3 (1.7%) 2 (1.1%) 2 (1.1%) 1 (0.6% 1 (0.6%)
2 year to less than 3year 1 (0.6%) 0 (0%) 6 (3.4%) 5 (2.9%) 2 (1.1%)
3 year to less than 4 yeaf 1 (0.6%) 1 (0.6%) 5 (2.9%) 2 (1.1% 3 (1.7%)
4 year to less than 5 yeaf 5 (2.9%) 0 (0%) 3 (1.7%) 4 (2.3%) 4 (1.8%)
6 + year 17 (9.7%) 16 (9.1%) 22 (12.69 13 (7.4%) 32 (18.3%)

Hypotheses Testing Results

Three global propositions were articulated in this study. Fundamentalfyrsthe

proposition derived five hypotheses and the second proposition also had five hypotheses
Based on findings of Proposition 1 and 2, the third proposition was (a) to determine the

CE drivers that maximize the ROI of marketing effort of exerted bgtel in terms of
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the change in CE, and (b) to identify an effective marketing action plapadh of the
CE-based segments and hotel type.
Proposition 1

Proposition 1 derived five hypotheses as follows:

H1. Considering the Relationship-Seeking Customer Segment (RSCS) foot@htype, the
relationship driver will be significantly more important than thesotiemaining CE
drivers.

H2. Considering the Convenience-Seeking Customer Segment (CSCS) for anygetiie
convenience driver will be significantly more important than theradmaaining CE
drivers.

H3. Considering the Quality-Seeking Customer Segment (QSCS) for anyypatethe
guality driver will be significantly more important than the othenaing CE drivers.

H4. Considering the Brand Image-Seeking Customer Segment (BSCS) for drtypmtéhe
brand image driver will be significantly more important than therair@aining CE
drivers.

H5. Considering the Price-Seeking Customer Segment (PSCS) for any hetehty price
driver will be significantly more important than the other remaining Q.

The results of the ANOVA test indicated that there were statistiagghyfisant
differencesf < .05 andp < .001) between hotel type for the five key CE drivers (i.e.,
convenience, quality, price, brand image, and relationship) in terms of theufsters|
(CE-based segments). Based on the findings of this study, there was supiharidea
that there existed significant differences in the perceptions aboumpiaet of the CE
drivers on a hotel for each of the CE-based segments. In all five CE sedguesdsh
of the five CE drivers where there was at least one statisticatlifisaqt difference
between the group means as described below.

Relationship-Seeking Customer Segment (RSCS) for H1

The five sub-hypotheses fbrl that were statistically supported were as follows:
Hla. Considering the Relationship-Seeking Customer Segment (RSCS) for the budget

hotels, the price driver will be significantly more important than the brangardaver.
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For customers in the RSCS, the price driwr=0.14) is more important than the
brand image driver = 0.06) for the budget hotels,(4, 220) = 4.498p = 0.002.
H1b. Considering the Relationship-Seeking Customer Segment (RSCS) for the budget
hotels, the price driver will be significantly more important than theioeistip driver.

For customers in the RSCS, the price driwr=0.14) is more important than the
relationship driverNl = 0.09) for the budget hotels,(4, 220) = 4.498p = 0.002.
H1lc. Considering the Relationship-Seeking Customer Segment (RSCS) for tpeierid-
hotels, the quality driver will be significantly more important than thenaiage
driver.

For customers in the RSCS, the quality drivdr<0.11) is more important than
the brand image driveM =0.06) for the mid-price hotelg, (4, 760) = 8.609p = 0.000.
H1d. Considering the Relationship-Seeking Customer Segment (RSCS) for theaaid-pr
hotels, the price driver will be significantly more important than the brangardaver.

For customers in the RSCS, the price drinr=0.11) is more important than the
brand image driveiM = 0.06) for the mid-price hotelB, (4, 760) = 8.609p = 0.000.
Hle. Considering the Relationship-Seeking Customer Segment (RSCS) for tpeierid-
hotels, the relationship driver will be significantly more important thatthed image
driver.

For customers in the RSCS, the relationship drives(0.12) is more important
than the brand image drivevl(= 0.06) for the mid-price; (4, 760) = 8.609p = 0.000.

The summary of results for the RSCS was presented in Table 17.
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Table 17. Cluster 1 (RSCS)_Significance test for CE Drivers’ Impmckdotel Type

Budget Mid-price High-end Luxury
Hotel Type n=45 n=153 n=81 n=9
Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value
4.498 .002* 8.609 .000** 2.069 .084™ 2,500 .058™
CE Driverl Convenience (C) 0.10 0.10 0.09 0.02
CE Driver 2 Quality (Q) 0.11 0.11 0.11 0.12
CE Driver 3 Price (P) 0.14 0.11 0.09 0.12
CE Driver 4 Brand Image (B) 0.06 0.06 0.09 0.07
CE Driver 5 Relationship (R) 0.09 0.12 0.12 0.15
Tukey HSD's Test (P) > (B), (R) (Q), (P), (R) >(B)

Note:
#Mean values were Part Worth Scores on the baseafeighted score and three levels.

PRelationship-Seeking Customer Segment (RSCS)
"p<.05,"p<.001,nsis not significant.
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Convenience-Seeking Customer Segment (CSCS) for H2

The seven sub-hypotheses it that were statistically supported were as
follows:
H2a. Considering the Convenience-Seeking Customer Segment (CSCS) for the budget
hotels, the convenience driver will be significantly more important than the other
remaining CE driversQuality, Price, Brand ImageandRelationshipdriver).

That is, for customers in the CSCS, the convenience diWer(@.26) was the
most influential driver for the budget hotelis(4, 130) = 14.138) = .000, quality ¢ =
0.08), price 1 = 0.08), brand imageé = 0.04), and relationshipA = 0.03).
H2b. Considering the Convenience-Seeking Customer Segment (CSCS) for the mid price
hotels, the convenience driver will be significantly more important than the other
remaining CE driversQuality, Price, Brand ImageandRelationshipdriver).

That is, for customers in the CSCS, the convenience diWer(@.18) was the
most influential drivers for the mid-price hoteis(4, 400) = 33.786p = .000, quality ¢
=0.13), pricell = 0.13), brand imageM = 0.03), and relationshipA = 0.03).
H2c. Considering the Convenience-Seeking Customer Segment (CSCS) for the mid price
hotels, the quality driver will be significantly more important than the othegrdr
(Brand imageandRelationshipdriver).

For customers in the CSCS, the quality driwdr<0.13) was more influential
driver than the brand imag® (= 0.03) and the relationship drivévl & 0.03) for the mid-

price hotelsF (4, 400) = 33.7867 = .000.

134



H2d. Considering the Convenience-Seeking Customer Segment (CSCS) for the mid price
hotels, the price driver will be significantly more important than the otherrdrideand
imageandRelationshipdriver).

For customers in the CSCS, the price drivr=0.13) was more influential
driver than the brand imag® (= 0.03) and the relationship drivévl & 0.03) for the mid-
price hotelsF (4, 400) = 33.786p = .000.
H2e. Considering the Convenience-Seeking Customer Segment (CSCS) for the high-end
hotels, the convenience driver will be significantly more important than the oher C
drivers Quality, Price, Brand ImageandRelationshipdriver).

That is, for customers in the CSCS, the convenience diWer@.21) was the
most influential driver for the high-end hotelis(4, 490) = 46.043) = 0.000, quality M
= 0.13), pricel = 0.10), brand imageV = 0.03), and relationshipA = 0.02).
H2f. Considering the Convenience-Seeking Customer Segment (CSCS) for the high-end
hotels, the quality driver will be significantly more important than the otheerdri
(Brand imageandRelationshipdriver).

For customers in the CSCS, the quality drivdr<0.13) was more influential
driver than the brand imag® (= 0.03) and the relationship drivévl & 0.02) for the
high-end hotelsk (4, 490) = 46.043, = 0.000.
H2g. Considering the Convenience-Seeking Customer Segment (CSCS) for the high-end
hotels, the price driver will be significantly more important than the otherrdrideand
imageandRelationshipdriver).

For customers in the CSCS, the price drivr=0.10) was more influential

driver than the brand imag® (= 0.03) and the relationship drivévl & 0.02) for the
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high-end hotelst (4, 490) = 46.043) = .000. The summary of results for the CSCS was
presented in Table 18.

Table 18. Cluster 2 (CSCS)_Significance test for CE Drivers’ Impmcksotel

Type
Budget Mid-price High-end
Hotel Tvoe n=27 n=81 n=99
yp Mearf F- P- Mearf F- P- Mearf F- P-

value value value value value value

14.138 .000** 33.786 .000** 46.043 .000**
CE Driverl Convenience (C) 0.26 0.18 0.21
CE Driver 2 Quality (Q) 0.08 0.13 0.13
CE Driver 3 Price (P) 0.08 0.13 0.10
CE Driver 4 Brand Image (B) 0.04 0.03 0.03
CE Driver 5 Relationship (R) 0.03 0.03 0.02

Tukey HSD's Test (C)>(Q), (P). B), (R) (C) > (Q), (P), (B), (R) (€)>(Q), (P), (B). (R)

(Q>(B), (R) (Q)>(B), (R)
(P)>(B). (R) (P)>(B). (R)

Note:

®Mean values were Part Worth Scores on the basieafeighted score and three levels.
®Convenience-Seeking Customer Segment (CSCS)

"p<.05"p<.001,nsis not significant.

Quality-Seeking Customer Segment (QSCS) for H3

The eight sub-hypotheses 148 that were statistically supported were as follows:
H3a. Considering the Quality-Seeking Customer Segment (QSCS) for the budgdst hot
the quality driver will be significantly more important than the other remgiGiE
drivers Convenience, Price, Brand ImagendRelationshipdriver).

That is, for customers in the QSCS, the quality dridker=(0.23) was the most
influential driver for the budget hotel,(4, 175) = 20.414p = .000, conveniencéA =
0.06), price 1 = 0.15), brand imageé = 0.03), and relationshipA = 0.03).

H3b. Considering the Quality-Seeking Customer Segment (QSCS) for the batigjst
the price driver will be significantly more important than the other CE drivers

(Convenience, Brand ImagandRelationshipdriver).
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For customers in the QSCS, the price driwér=0.15) was more influential
driver than convenienc®/{(= 0.06), brand imagév( = 0.03), and relationship drivavi(=
0.03) for the budget hotels, (4, 175) = 20.414p = .000.

H3c. Considering the Quality-Seeking Customer Segment (QSCS) for thericed-
hotels, the convenience driver will be significantly more important than the oher C
drivers Brand ImageandRelationshipdriver).

For customers in the QSCS, the convenience driMer(.08) was more
influential driver than the brand imagd & 0.03) and the relationship drivév & 0.03)
for the mid-price hoteld; (4, 940) = 106.5(y = 0.000.

H3d. Considering the Quality-Seeking Customer Segment (QSCS) for therived-
hotels, the quality driver will be significantly more important than the otimeaireng
CE drivers Convenience, Price, Brand ImagadRelationshipdriver).

That is, for customers in the QSCS, the quality drivkr=(0.24) was the most
influential driver for the mid-price hotelB, (4, 940) = 106.5Qp = .000.

H3e. Considering the Quality-Seeking Customer Segment (QSCS) for thericed-
hotels, the price driver will be significantly more important than the other @Erdri
(Brand ImageandRelationshipdriver).

For customers in the QSCS, the price driwér=0.12) was more influential
driver than the brand imag® (= 0.03) and the relationship drivévl & 0.03) for the mid-
price hotelsF (4, 940) = 106.50p = .000.

H3f. Considering the Quality-Seeking Customer Segment (QSCS) for thergh-
hotels, the quality driver will be significantly more important than the otimeaireng

CE drivers Convenience, Price, Brand ImggmdRelationshipdriver).
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That is, for customers in the QSCS, the quality dridkr=(0.25) was the most
influential drivers for the high-end hotels(4, 535) = 61.714p = .000, conveniencé/
=0.07), pricell = 0.10), brand imageM = 0.03), and relationshipA = 0.04).

H3g. Considering the Quality-Seeking Customer Segment (QSCS) for therngh-
hotels, the pricdriver will be significantly more important than the brand image driver.

For customers in the QSCS, the price driwér=0.10) was more influential
driver than the brand imag® (= 0.03) for the high-end hotel5,(4, 535) = 61.714 =
.000.

H3h. Considering the Quality-Seeking Customer Segment (QSCS) for the hodaly,
the quality driver will be significantly more important than the other remgiGiE
drivers Convenience, Price, Brand ImagendRelationshipdriver).

That is, for customers in the QSCS, the quality drivkr=(0.30) was the most
influential driver for the luxury hotel$; (4, 85) = 14.685p = .000, conveniencé =
0.10), price i1 = 0.05), brand imagéV = 0.04), and relationshipA = 0.01). The

summary of results for the QSCS was presented in Table 19.
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Table 19. Cluster 3 (QSCS)_Significance test for CE Drivers’ Imgmct$otel Type

Budget Mid-price High-end Luxury
Hotel Type n=36 n=189 n=108 n=18
Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value
20.414 .000** 106.50 .000** 61.714 .000** 14.685 .000**
CE Driverl Convenience (C) 0.06 0.08 0.07 0.10
CE Driver 2 Quality (Q) 0.23 0.24 0.25 0.30
CE Driver 3 Price (P) 0.15 0.12 0.10 0.05
CE Driver 4 Brand Image (B) 0.03 0.03 0.03 0.04
CE Driver 5 Relationship (R) 0.03 0.03 0.04 0.01
Tukey HSD's Test (Q)>(C), (P), B), (R) (C)>(B). (R) (Q)>(C), (P), (B), (R) (Q)>(C), (P), (B). (R)
(P)>(C), (B), (R) (Q)>(C), (P). B), (R) P)>(B)

(P)>B), (R)

Note:
®Mean values were Part Worth Scores on the basieofeighted score and three levels.

PQuality-Seeking Customer Segment (QSCS)
"p<.05,"p<.001.

139



Brand Image-Seeking Customer Segment (BSCS) for H4

The ten sub-hypotheses a4 that were statistically supported were as follows:
H4a. Considering the Brand Image-Seeking Customer Segment (BSCS) for tle budg
hotels, the convenience driver will be significantly more important than ldieoreship
driver.

For customers in the BSCS, the convenience drMer 0.10) was more
influential driver than the relationship drivev & 0.05) for the budget hotels,(4, 220)
= 6.286,p = .000.
H4b. Considering the Brand Image-Seeking Customer Segment (BSCS) for get bud
hotels, the quality driver will be significantly more important than theticeiship driver.

For customers in the BSCS, the quality drivdr< 0.12) was more influential
driver than the relationship drivevi(= 0.05) for the budget hotels,(4, 220) = 6.286p
=.000.
H4c. Considering the Brand Image-Seeking Customer Segment (BSCS) for thé budge
hotels, the price driver will be significantly more important than theioeistip driver.

For customers in the BSCS, the price drinr<0.14) was more influential
driver than the relationship drivevi(= 0.05) for the budget hotels,(4, 220) = 6.286p
=.000.
H4d. Considering the Brand Image-Seeking Customer Segment (BSCS) for tpegrid
hotels, the quality driver will be significantly more important than the otheerdri

(ConveniencandRelationshipdriver).
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For customers in the BSCS, suggested the quality diWwer @.13) was more
influential driver than the conveniendd £ 0.08) and the relationship drivév € 0.05)
for the mid-price hoteld; (4, 535) = 12.097% = .000.

H4e. Considering the Brand Image-Seeking Customer Segment (BSCS) fodtpeicei
hotels, the price driver will be significantly more important than theioeistip driver.

For customers in the BSCS, the price drindr=0.11) was more influential
driver than the relationship drivevi(= 0.05) for the mid-price hotelB, (4, 535) =
12.097,p = .000.

H4f. Considering the Brand Image-Seeking Customer Segment (BSCS) for tphecaeid
hotels, the brand image driver will be significantly more important than the drikiers
(ConveniencandRelationshipdriver).

For customers in the BSCS, the brand image drMer 0.13) was more
influential driver than the conveniendd £ 0.08) and the relationship drivév € 0.05)
for the mid-price hoteld; (4, 535) = 12.097% = .000.

H4g. Considering the Brand Image-Seeking Customer Segment (BSCS) forhenkig
hotels, the relationship driver will be significantly less important tharo#msr drivers
(Convenience, Quality, PricandBrand Imagedriver).

That is, for customers in the BSCS, the relationship drMer 0.04) was the
least influential driver for the high-end hotdis(4, 535) = 15.637% = 0.000,
convenienceN!l = 0.10), quality M = 0.13), pricei = 0.12), and brand imag® (=

0.11).
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H4h. Considering the Brand Image-Seeking Customer Segment (BSCS) foruhe lux
hotels, the convenience driver will be significantly more important than thedkers
(Price andRelationshipdriver).
For customers in the BSCS, the convenience drMer 0.15) was more
influential driver than the price drivelk(= 0.02) and the relationship drivévl € 0.04)
for the luxury hotelsk (4, 85) = 7.744p = .000.
H4i. Considering the Brand Image-Seeking Customer Segment (BSCS) for the luxur
hotels, the quality driver will be significantly more important than the otheerdriPrice
andRelationshipdriver).
For customers in the BSCS, the quality drivdr< 0.16) was more influential
driver than the price driveM = 0.02) and the relationship drivé & 0.04) for the
luxury hotelsF (4, 85) = 7.744p = .000.
H4j. Considering the Brand Image-Seeking Customer Segment (BSCS) for the luxur
hotels, the brand image driver will be significantly more important than ite griver.
For customers in the BSCS, the brand image drMex@.12) was more
influential driver than the price drivel(= 0.02) for the luxury hotel; (4, 85) = 7.744,
p =.000.

The summary of results for the BSCS was presented in Table 20.
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Table 20. Cluster 4 (BSCS)_Significance test for CE Drivers’ Imgactdotel Type

Budget Mid-price High-end Luxury
Hotel Type n=45 n=108 n=108 n=18
Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value Mearf F-value P-value
6.286 .000** 12.097 .000** 15.637 .000** 7.744  .000**
CE Driverl Convenience (C) 0.10 0.08 0.10 0.15
CE Driver 2 Quality (Q) 0.12 0.13 0.13 0.16
CE Driver 3 Price (P) 0.14 0.11 0.12 0.02
CE Driver 4 Brand Image (B) 0.10 0.13 0.11 0.12
CE Driver 5 Relationship (R) 0.05 0.05 0.04 0.04
Tukey HSD's Test ©), Q). (P)>(R) (Q)>(C), (R) (€). (Q)., (P), (B) > (R) (€)>(P), (R)
(P)>(R) Q) >(P), (R)
B)>(©). (R B)>P)

Note:
dMean values were Part Worth Scores on the basieafeighted score and three levels.

PBrand Image-Seeking Customer Segment (BSCS)
"p<.05,"p<.001.
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Price-Seeking Customer Segment (PSCS) for H5

The nine sub-hypotheses 1456 that were statistically supported were as follows:
H5a. Considering the Price-Seeking Customer Segment (PSCS) for the buddgtthet
convenience driver will be significantly more important than the other driBeasid
ImageandRelationshipdriver).

For customers in the PSCS, the convenience diier 0.09) was more
influential driver than the brand image drivét € 0.03) and the relationship drivér €
0.03) for the budget hotels, (4, 670) = 66.983 = .000.

H5b. Considering the Price-Seeking Customer Segment (PSCS) for the buddgtthet
quality driver will be significantly more important than the other drivBrauid Image
andRelationshipdriver).

For customers in the PSCS, the quality drivr=0.10) was more influential
driver than the brand image drivé € 0.03) and the relationship drivé & 0.03) for
the budget hotels; (4, 670) = 66.983) = .000.

H5c. Considering the Price-Seeking Customer Segment (PSCS) for the budgetthetel
price driver will be significantly more important than the other remainiagi@ers
(Convenience, Quality, Brand ImggendRelationshipdriver).

That is, for customers in the PSCS, the price driver (0.24) was the most
influential driver for the budget hotel,(4, 670) = 66.983) = .000, conveniencéA =
0.09), quality M = 0.10), brand imageéV{ = 0.03), and relationshipA = 0.03).

H5d. Considering the Price-Seeking Customer Segment (PSCS) for the neidhqiadts,
the convenience driver will be significantly more important than the other sli®end

ImageandRelationshipdriver).
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For customers in the PSCS, the convenience diier (.10) was more
influential driver than the brand image drivét € 0.04) and the relationship drivér €
0.04) for the mid-price hotel§, (4, 1080) = 90.665 = .000.

H5e. Considering the Price-Seeking Customer Segment (PSCS) for the mitiqiets
the quality driver will be significantly more important than the other dri(grand
ImageandRelationshipdriver).

For customers in the PSCS, the quality drivr=0.12) was more influential
driver than the brand image drivéi & 0.04) and the relationship drivév & 0.04) for
the mid-price hoteld; (4, 1080) = 90.665 = .000.

H5f. Considering the Price-Seeking Customer Segment (PSCS) for the mitiqigts
the price driver will be significantly more important than the other rema@ihdrivers
(Convenience, Quality, Brand ImagamdRelationshipdriver).

That is, for customers in the PSCS, the price driver (0.20) was the most
influential drivers for the mid-price hotels,(4, 1080) = 90.665 = .000, convenience
(M= 0.10), quality i = 0.12), brand imageM = 0.04), and relationshipA = 0.04).
H5g. Considering the Price-Seeking Customer Segment (PSCS) for the high-dad hote
the convenience driver will be significantly more important than the othersli(®end
ImageandRelationshipdriver).

For customers in the PSCS, the convenience diier (.11) was more
influential driver than the brand image drivét € 0.03) and the relationship drivér €

0.04) for the high-end hotelB,(4, 490) = 35.28% = .000.
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H5h. Considering the Price-Seeking Customer Segment (PSCS) for the high-dad hote
the quality driver will be significantly more important than the other dri(grand
ImageandRelationshipdriver).

For customers in the PSCS, the quality drivr=0.13) was more influential
driver than the brand image drivé & 0.03) and the relationship drivévl & 0.04) for
the high-end hotels; (4, 490) = 35.28% = .000.
H5i. Considering the Price-Seeking Customer Segment (PSCS) for the high-end hotels
the price driver will be significantly more important than the other rema@ihgdrivers
(Convenience, Quality, Brand ImagendRelationshipdriver).

That is, for customers in the PSCS, the price driver (0.19) was the most
influential drivers for the high-end hotels(4, 490) = 35.28% = .000, conveniencéA
=0.11), quality M = 0.13), brand imagev{ = 0.03), and relationshipA = 0.04). The

summary of results for the PSCS was presented in Table 21.

Table 21. Cluster 5 (PSCS)_Significance test for CE Drivers’ Imgckotel

Type
Budget Mid-price High-end
Hotel Tvpe n=135 n=217 n=99
P Meaf  F- P-  Meaf F- P-  Meaf F- P-
value value value value value value
66.983 .000** 90.665 .000** 35.289 .000**
CE Driverl Convenience (C) 0.09 0.10 0.11
CE Driver 2 Quality (Q) 0.10 0.12 0.13
CE Driver 3 Price (P) 0.24 0.20 0.19
CE Driver 4 Brand Image (B) 0.03 0.04 0.03
CE Driver 5 Relationship (R) 0.03 0.04 0.04
Tukey HSD's Test (C)>(B), (R) (©)>(®B), (R) (©)>(B), (R)
Q) >(B), (R) (Q)>(B), (R) Q) >(B), (R)

P>©).Q.B).R) (P)>(©)(Q).MB),R) (P)>(C) (Q)(B) (R)

Note:
#Mean values were Part Worth Scores on the baseafeighted score and three levels.
bPrice-Seeking Customer Segment (PSCS)

p<.05, p<.001.
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The all significant results of hypotheses for the first proposition are simown

Table 22.

Table 22. Summary of Hypotheses for Proposition 1

Hypotheses for Proposition 1

H1.

Considering the Relationship-Seeking Customentgeg (RSCS) for any hotel type, th
relationship drivefs significantly more important than the other remanCE drivers.

Hla. Considering the Relationship-Seeking Customentag (RSCS) for the budget
hotels, the price drivés significantly more important than the brand imalgieer.

H1b. Considering the Relationship-Seeking Customenteg (RSCS) for the budget
hotels, the price drivas significantly more important than the relationstijpver.

1)

Supported

Supported

H1c. Considering the Relationship-Seeking Customenteg (RSCS) for the mid-priceé Supported

hotels, the quality drives significantly more important than the brand image
driver.

H1d. Considering the Relationship-Seeking Customenteg (RSCS) for the mid-pric
hotels, the price drivés significantly more important than the brand imalgieer.

e Supported

Hle. Considering the Relationship-Seeking Customenteg (RSCS) for the mid-priceé Supported

hotels, the relationship drivés significantly more important than the brand imag
driver.

e

H2.

Considering the Convenience-Seeking Customer 8egf@SCS) for any hotel type, th
convenience driveis significantly more important than the other renianCE drivers.

H2a. Considering the Convenience-Seeking Customer 8egf@SCS) for the budget
hotels, the convenience drivisrsignificantly more important than the other
remaining CE driversQuality, Price, Brand ImageandRelationshipdriver).
Considering the Convenience-Seeking Customer 8agf@SCS) for the mid pric
hotels, the convenience drivisrsignificantly more important than the other
remaining CE driversQuality, Price, Brand ImageandRelationshipdriver).
Considering the Convenience-Seeking Customer 8eg(@SCS) for the mid pric
hotels, the quality drives significantly more important than the other driver
(Brand imageandRelationshipdriver).

Considering the Convenience-Seeking Customer 8agf@SCS) for the mid pric
hotels, the price drivas significantly more important than the other driv@rand
imageandRelationshiriver).

Considering the Convenience-Seeking Customer 8eg(@SCS) for the high-end
hotels, the convenience drivisrsignificantly more important than the other
remaining CE driversQuality, Price, Brand ImageandRelationshipdriver).
H2f. Considering the Convenience-Seeking Customer 8eg(@SCS) for the high-end
hotels, the quality drives significantly more important than the other driver
(Brand imageandRelationshipdriver).

Considering the Convenience-Seeking Customer 8ag(@SCS) for the high-eng
hotels, the price drivéas significantly more important than the other driv@rand
imageandRelationshipdriver).

H2b.

H2c.

H2d.

H2e.

H2g.

e

Supported

e Supported

e Supported

e Supported

Supported

Supported

| Supported
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Table 22. Summary of Hypotheses for Propositigoahtinued)

Hypotheses for Proposition 1

H3.

Considering the Quality-Seeking Customer Segr@8LCS) for any hotel type, the
quality driveris significantly more important than the other rentanCE drivers.

H3a. Considering the Quality-Seeking Customer Segr(@8CS) for the budget hotethie
quality driver is significantly more important théreother remaining CErivers
(Convenience, Price, Brand ImggedRelationshipdriver).

Considering the Quality-Seeking Customer Segr@8CS) for the budget hotethe

price driver is significantly more important thdretother CE driversQonvenience,

Brand ImageandRelationshipdriver).

H3c. Considering the Quality-Seeking Customer Segr@@BLCS) for the mid-price hotels,

the convenience driver is significantly more importéman the other CE driverBiand

Image andRelationshipdriver).

Considering the Quality-Seeking Customer Segri@8ICS) for the mid-price hotels,

the quality driver is significantly more important tihéhe otheremainingCE drivers

(Convenience, Price, Brand ImagadRelationshipdriver).

H3e. Considering the Quality-Seeking Customer Segr@BLCS) for the mid-price hotels,
theprice driver is significantly more important thére other CE driversBfand Image,
andRelationshipdriver).

H3f. Considering the Quality-Seeking Customer Segrf@B(CS) for the high-end hotethie

quality driver is significantly more important thére otheremainingCE drivers

(Convenience, Price, Brand ImggmdRelationshipdriver).

Considering the Quality-Seeking Customer Segr(@@BLCS) for the high-end hotels,

the pricedriver will be significantly more important thandmd image driver.

Considering the Quality-Seeking Customer Segr@8(CS) for the luxury hotelthe

quality driver is significantly more important thére otheremainingCE drivers

(Convenience, Price, Brand ImggedRelationshipdriver).

H3b.

H3d.

H3g.

H3h.

Supported

Supported

Supported

Supported

Supported

Supported

Supported

Supported

HA4.

Considering the Brand Image-Seeking Customer 8ag(BSCS) for any hotel type,
brand image drivels significantly more important than the other renagnCE drivers.

H4a. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the budget hotel
the convenience driver is significantly more import#mdn the relationship driver.

H4b. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the budget hotel
the quality driver is significantly more important théhe relationship driver.

H4c. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the budget hotel
theprice driver is significantly more important thée relationship driver.

H4d. Considering the Brand Image-Seeking Customer 8ay(BSCS) for the mid-price
hotels,the quality driver is significantly more important théhe other drivers
(ConveniencandRelationshipdriver).

H4e. Considering the Brand Image-Seeking Customer $ag(BSCS) for the mid-price
hotels,the price driver is significantly more important thée relationship driver.

H4f. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the mid-price
hotels,the brand image driver is significantly more importémn the other drivers
(ConveniencendRelationshipdriver).

H4g. Considering the Brand Image-Seeking Customer $ag@SCS) for the high-end
hotels,the relationship driver is significantly less importahan any otheremaining
drivers Convenience, Quality, PricandBrand Imagedriver).

H4h. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the luxury hotels
the convenience driver is significantly more import#man the other driver#(ice and
Relationshipdriver).

H4i. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the luxury hotels,
the quality driver is significantly more important théhe other driversRrice and
Relationshipdriver).

H4j. Considering the Brand Image-Seeking Customer 8ag(BSCS) for the luxury hotels,

5,Supported
5,Supported
5,Supported

Supported

Supported

Supported

Supported

, Supported

Supported

Supported

thebrand image driver is significantly more importéimin the price driver.
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Table 22. Summary of Hypotheses for Propositigoohtinued)

Hypotheses for Proposition 1

H5. Considering the Price-Seeking Customer Segme€E @} for any hotel type, the price
driveris significantly more important than the other renagnCE drivers.

H5a. Considering the Price-Seeking Customer Segmeé €8 for the budget hotels, theSupported
convenience driveis significantly more important than the other driv@rand
ImageandRelationshipdriver).

H5b. Considering the Price-Seeking Customer Segmeé €& for the budget hotels, theSupported
quality driveris significantly more important than the other driv@rand Image
andRelationshipdriver).

H5c. Considering the Price-Seeking Customer Segme&E @y for the budget hotels, theSupported
price driveris significantly more important than the other renainCE drivers
(Convenience, Quality, Brand ImggendRelationshipdriver).

H5d. Considering the Price-Seeking Customer Segmeé € for the mid-price hotels| Supported
the convenience drivés significantly more important than the other drivé@rand
ImageandRelationshipdriver).

H5e. Considering the Price-Seeking Customer Segme&E @) for the mid-price hotels| Supported
the quality driveis significantly more important than the other driv@rand
ImageandRelationshipdriver).

H5f. Considering the Price-Seeking Customer Segmei€ gy for the mid-price hotels,| Supported
the price driveis significantly more important than the other renhanCE drivers
(Convenience, Quality, Brand ImagmdRelationshipdriver).

H5g. Considering the Price-Seeking Customer Segme&€ ) for the high-end hotels,| Supported
the convenience drivés significantly more important than the other drivé@rand
ImageandRelationshipdriver).

H5h. Considering the Price-Seeking Customer Segme&€ g} for the high-end hotels,| Supported
the quality driveiis significantly more important than the other driv@rand
ImageandRelationshipdriver).

H5i. Considering the Price-Seeking Customer Segme&€ @y for the high-end hotels, | Supported
the price drivers significantly more important than the other rentanCE drivers
(Convenience, Quality, Brand ImggendRelationshipdriver).

Proposition 2
The second proposition derived basically five hypotheses by controlling for
funding sources in the following hypotheses:

H6. Controlling for funding sources and hotel type, customers in the RelaifieBseking
Customer Segment (RSCS), will be significantly more responsive telationship
driver in terms of their probability of brand switching, the change in the numbeorof
nights they desire to stay, and the change in room rate they are willing to pa

H7. Controlling for funding sources and hotel type, customers in the ConveiSer&ing
Customer Segment (CSCS), will be significantly more responsive tconvenience
driver in terms of their probability of brand switching, the change in the numbeorof
nights they desire to stay, and the change in room rate they are willing to pa
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H8. Controlling for funding sources and hotel type, customers in the Q&aéiing
Customer Segment (QSCS), will be significantly more responsitveetquality driver in
terms of their probability of brand switching, the change in the number of raghtsni
they desire to stay, and the change in room rate they are willing to pay.

H9. Controlling for funding sources and hotel type, customers in the Bran&{8e&king
Customer Segment (BSCS), will be significantly more responsithetbrand image
driver in terms of their probability of brand switching, the change in the numbeorof
nights they desire to stay, and the change in room rate they are willing to pa

H10. Controlling for funding sources and hotel type, customers in the Pricéa§eek
Customer Segment (PSCS), will be significantly more responsive pritgedriver in
terms of their probability of brand switching, the change in the number of raghtsni
they desire to stay, and the change in room rate they are willing to pay.

The results of the regression model in Conjoint Analysis indicated that thexe we
statistically significant relationshipp € .05 and < .001) between each CE driver and
the market responsiveness in terms of three variables (i.e., brand switobimegpight,
and room rate) considering the CE segments and hotel type. These depematdetvar
were key components to affect a hotel's CE. The values for the effecsvainesmch CE
driver were derived from the regression standardized coefficients of the dumables
used to describe the hypothetical profiles used in Conjoint Analysis. In tlessegr
model, the independent variables were the dummy variables such as convenience driver
(above expected), convenience driver (as expected), quality driver (aboveed)pec
quality driver (as expected), and so forth. Each CE driver was used to describe the
respective hotel profiles and their respective part-worth utilities. Thendepevariables
were the market responsiveness in terms of the probability of brand switchinoprtine r
nights they desire to stay, and the room rate they willing to stay. Each responde
evaluated nine hypothetical hotel profiles and answered three dependent sdnyable
controlling funding sources and hotel type. Thus, the regression models wemeegkam

by funding sources (i.e., personal funds, and business funds) and hotel type. Tée result
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of hypotheses 6, 7, 8, 9, and 10 were described in terms of the five CE-based segments i

the following sections.

Relationship-Seeking Customer Segment (RSCS)

The six sub-hypotheses a6 in terms of the funding sources (i.e., personal and
business funds) were significantly supported as discussed. A summary of oegressi
coefficients for the RSCS was presented in Table 23.

Personal funding source

H6a personaly Considering the Relationship-Seeking Customer Segment (RSCS)
and the mid-price hotelsgbnvenience driver (above expectéd)ll be significantly
more responsive to thgrobability of brand switching.

In terms of personal funds, considering the RSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the probability of bravittising, R
=.048, ﬁad,: .040, F (1, 124) = 6.20%,< .05. A summary of regression coefficients
indicated that the only one variab®nvenience driver (above expectély -.218,t = -
2.491,p < .05) of ten variables, significantly contributed to the model.

H6b (personaty Considering the Relationship-Seeking Customer Segment (RSCS)
and the high-end hotelshrand image driver (above expectédyill be significantly
more responsive to thprobability of brand switching

In terms of personal funds, considering the RSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising, R
=.152, ﬁad,: .134,F (1, 48) = 8.595p < .05. A summary of regression coefficients
indicated that the only one variabbEand image driver (above expectéf)= .390,t =

2.932, p< .05) of ten variables, significantly contributed to the model.
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H6C (personay Considering the Relationship-Seeking Customer Segment (RSCS)
and the budget hoteldhprand image driver (above expectédyill be significantly more
responsive to the changeromom rate

In terms of personal funds, considering the RSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in roomR&ate.13,

Rzadj = .104,F (1, 34) = 5.062p < .05. A summary of regression coefficients indicated
that the only one variablerand image driver (above expectéfl= .36,t = 2.25,p <
.05) of ten variables, significantly contributed to the model.

H6d (personay Considering the Relationship-Seeking Customer Segment (RSCS)
and the high-end hotelsprice driver (above expecteédyill be significantly more
responsive to the changeromom rate

In terms of personal funds, considering the RSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in the raenrRa
194, Fgadj: 178,F (1, 48) = 11.59p < .05. A summary of regression coefficients
indicated that only one variablgrice driver (above expecte(f = .441t = 3.404p <
.05) of ten variables, significantly contributed to the model.

Business funding source

H6e pusinessy Considering the Relationship-Seeking Customer Segment (RSCS)
and the budget hoteldhprand image driver (above expectéayill be significantly more
responsive to thprobability of brand switching.

In terms of business funds, considering the RSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising, R

=.112, ﬁad,-: .086,F (1, 34) =4.291p < .05. A summary of regression coefficients
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indicated that only one variablerand image driver (above expectéfi= .335,t =
2.071,p < .05) of ten variables, significantly contributed to the model.

H6f (husinessy Considering the Relationship-Seeking Customer Segment (RSCS)
and the high-end hotelsgdnvenience driver (above expectédhd “convenience driver
(as expected)will be significantly more responsive to tipeobability of brand
switching

In terms of business funds, considering the RSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the probability of bravittising, R
=.238, ﬁad,-: .205,F (1, 47) = 7.322p < .05. A summary of regression coefficients
indicated that two variablespnvenience driver (above expect@l¥ .515,t = 3.665,p
< .05); andconvenience driver (as expectéfl= .357,t = 2.543,p < .05) of ten

variables, significantly contributed to the model.

Table 23. RSCS_Linear Regression Results (Coefficients for Modables)

Unstandardized | Standardized
Funding | Dependent| Hotel Independent Coefficients Coefficients ¢ Si
source | Variable Type Variable Std. '9.
B Error Beta
Brand Mid-price | Convenience2 -.459 .184 -218 -2.491 014
Personal pr’g’ggg'iﬂ?y High-end | Brand Image2 838 284 390 2.932| .008
funds Room rate | BUdget | Brand image2| 0789 0.338 036 225 031
High-end | Price2 0.926 0.272 0.441] 3.404] .001
. Brand Budget Brand Image2 0.706 0.341 0.335 2.071 ".046
BUSINESS| g itching | High-end | Convenience2| _ 1.091 _ 0.287 0.515| 3.665| .00T
funds | o obability | High-end | Conveniencel|  0.819  0.322 0357| 2.543| .014

Note:

2 Independent variables were represented in thewfisig categories: C1 (Convenience: As expected), C
(Convenience: Above expected), Q1 (Quality: As ekpd), Q2 (Quality: Above expected), P1 (Price: As
expected), P2 (Price: Above expected), B1 (Branalgn As expected), B2 (Brand Image: Above expeciet)
gReIationship: As expected), and R2 (RelationshAlmve expected).

p<.05.

153



Convenience-Seeking Customer Segment (CSCS)
The six sub-hypotheses fHi7 in terms of personal and business funds were
significantly supported as discussed below. A summary of regression eveffifor the

CSCS was presented in Table 24.

Personal funding source

H7a personay Considering the Convenience-Seeking Customer Segment (CSCS) and the
budget hotels,duality driver (as expectetiwill be significantly more responsive to the
change in the number ocdom-nights

In terms of personal funds, considering the CSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in the numbaorof
nights, R=.603, Raq= .553,F (1, 8) = 12.142p < .05. A summary of regression
coefficients indicated that the only one varialjgality driver (as expectedp = -.776,t
= -3.485,p < .05) of ten variables, significantly contributed to the model.
H7b (personay Considering the Convenience-Seeking Customer Segment (CSCS) and the
high-end hotels,gdrice driver (as expectetjelated marketing effort will be significantly
more responsive to the change in the numbeo@h-nights

In terms of personal funds, considering the CSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in the numbaorof
nights, R=.098, R,q= .081,F (1, 55) = 5.942p < .05. A summary of regression
coefficients indicated that only one varialpece driver (as expectedp = -.312,t = -

2.438,p < .05) of ten variables, significantly contributed to the model.
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H7¢ personay Considering the Convenience-Seeking Customer Segment (CSCS) and the
budget hotels,relationship driver (above expectédyill be significantly more
responsive to the changeromom rate

In terms of personal funds, considering the CSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the changedm rate R? = .477,
Rzadj: A141,F (1, 8) = 7.282p < .05. A summary of regression coefficients indicated
that the only one variableglationship driver (above expecte@)= -.69,t = -2.699,p <
.05) of ten variables, significantly contributed to the model.
H7d (personay Considering the Convenience-Seeking Customer Segment (CSCS) and the
high-end hotels,convenience driver (above expectédhd “price driver (as expectet)
will be significantly more responsive to the changeoiom rate

In terms of personal funds, considering the CSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in roomRate, 141,
Rzadj: 109,F (1, 54) = 4.434p < .05. A summary of regression coefficients indicated
that two variables;onvenience driver (above expect@dly .267,t = 2.116,p < .05); and
price driver (as expectedp = -.264,t = -2.095,p < .05) of ten variables, significantly

contributed to the model.

Business funding source

H7e pusinessy Considering the Convenience-Seeking Customer Segment (CSCS) and the
high-end hotels,price driver (as expectetijvill be significantly more responsive to the

change in the number ocdom-nights

155



In terms of business funds, considering the CSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in the numbmoraf
nights, R =.102, Fgadj: .086,F (1, 55) = 6.272p < .05. A summary of regression
coefficients indicated that the only one variaplece driver (as expectedp = -.32,t = -
2.504,p < .05) of ten variables, significantly contributed to the model.

H7f wusinessy Considering the Convenience-Seeking Customer Segment (CSCS) and the
high-end hotels,price driver (as expectetijvill be significantly more responsive to the
change irroom rate

In terms of business funds, considering the CSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in room rate€)g8,

Rzadj: .071,F (1, 55) = 5.297p < .05. A summary of regression coefficients indicated
that the only one variablgrice driver (as expectedp = -.296,t = -2.302,p < .05) of ten
variables, significantly contributed to the model.

Table 24. CSCS_Linear Regression Results (Coefficients for Modelbl&s)a

Unstandardized | Standardized
Funding | Dependent| Hotel Independent Coefficients Coefficients i Sj
source | Variable Type Variable ? Std. 9-
B Beta
Error
Room- | Budget | Qualityl -1.515 0.435 -0.776  -3.485 .008
Personal night High-end | Pricel -0.651 0.267 -0.312| -2.438| .018
funds Budget Relationship2 -1.347 0.499 -0.49 -2.699 027
Room rate | High-end | Convenience2 0.564  0.267 0.267| 2.116| .039
High-end | Pricel -0.551 0.263 -0.264 -2.095 .041
Business 'Tq?gﬁ:' High-end | Pricel 0.667  0.26 032 2504 015
funds -
Room rate| High-end Pricel -0.618 0.268 -0.296  -2.302 .025
Note:

& Independent variables were represented in tihewfirig categories: C1 (Convenience: As expected), C
(Convenience: Above expected), Q1 (Quality: As ekpd), Q2 (Quality: Above expected), P1 (Price: As
expected), P2 (Price: Above expected), B1 (Branalgen As expected), B2 (Brand Image: Above expecit)
gReIationship: As expected), and R2 (RelationshAlmve expected).

p<.05.

156



Quality-Seeking Customer Segment (QSCS)
The four sub-hypotheses B8 in terms of personal and business funds were
significantly supported as follows. A summary of regression coefficienthe QSCS

was presented in Table 25.

Personal funding source

HB8a (personaly Considering the Quality-Seeking Customer Segment (QSCS) and the high-
end hotels, price driver (above expectedyill be significantly more responsive to the
change in the number ocdom-nights

In terms of personal funds, considering the QSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in room-nights,082,
Rzadj: .047,F (1, 62) = 4.081p < .05. A summary of regression coefficients indicated
that the only one variablerice driver (above expecte( = .249,t = 2.02,p < .05) of

ten variables, significantly contributed to the model.

Business funding source

HB8b (wusinessy Considering the Quality-Seeking Customer Segment (QSCS) and the budget
hotels, ‘price driver (above expectedyill be significantly more responsive to the
probability of brand switching

In terms of business funds, considering the QSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the probability of branttkimi, R

=.488, Fgadj: A424,F (1, 8) = 7.613p < .05. A summary of regression coefficients
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indicated that the only one variabfgice driver (above expecte = -.698,t = -2.759,

p < .05) of ten variables, significantly contributed to the model.

H8C usinessy Considering the Quality-Seeking Customer Segment (QSCS) and the high-
end hotels, Brand image driver (above expectédyill be significantly more responsive
to the change in the numberrobm-nights

In terms of business funds, considering the QSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in the nurhb@om-
nights, R=.074, Ra= .059,F (1, 62) = 4.944p < .05. A summary of regression
coefficients indicated that the only one variablgnd image driver (above expectdfl)

=.272,t=2.223,p < .05) of ten variables, significantly contributed to the model.

H8d (pusinessy Considering the Quality-Seeking Customer Segment (QSCS) and the high-
end hotels, felationship driver (above expectédyill be significantly more responsive
to the change imoom rate

In terms of business funds, considering the QSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in roomRate.073,
Rzadj: .059,F (1, 62) =4.917p < .05. A summary of regression coefficients indicated
that the only one variableglationship driver (above expecte@)= .271t=2.217p<

.05) of ten variables, significantly contributed to the model.
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Table 25. QSCS_Linear Regression Results (Coefficients for Modelbl&s)a

Unstandardized | Standardized
Funding | Dependent| Hotel Independent Coefficients Coefficients .
. X a t Sig.
source | Variable Type Variable Std.
B Beta
Error
Personal - Room- |\ oy and| price2 0.521|  0.258 0.249 202 048
funds night
Brand
Switching | Budget | Price2 -1.363 0.494 -0.698 -2.799  .025
Business| Probability
funds F;?gr:?' High-end | Brand Image2 | 0.57|  0.256 0.272 2223 .03
Room rate| High-end Relationship2 0.604 0.272 0.271 2.217 .03
Note:

& Independent variables were represented in thesfirlg categories: C1 (Convenience: As expected), C
(Convenience: Above expected), Q1 (Quality: As ekpd), Q2 (Quality: Above expected), P1 (Price: As
expected), P2 (Price: Above expected), B1 (Branalgn As expected), B2 (Brand Image: Above expecit)
*(Relationship: As expected), and R2 (RelationshAlmove expected).

p<.05.

Brand Image-Seeking Customer Segment (BSCS)
The thirteen sub-hypotheses 89 in terms of personal and business funds were
significantly supported as discussed below. A summary of regression eeffitor the

BSCS was presented in Table 26.

Personal funding source

H9a (personaly Considering the Brand Image-Seeking Customer Segment (BSCS) and the
budget hotels,convenience driver (above expectédjll be significantly more
responsive to thprobability of brand switching

In terms of personal funds, considering the BSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the probability of branttkimi, R

=.152, Fgadj: 122,F (1, 28) = 5.038p < .05. A summary of regression coefficients
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indicated that the only one variab®mnvenience driver (above expectédly .39,t =
2.245,p < .05) of ten variables, significantly contributed to the model.
HOb (personay Considering the Brand Image-Seeking Customer Segment (BSCS) and the
high-end hotels,duality driver (above expectedand “price driver (above expected)
will be significantly more responsive to tpeobability of brand switching

In terms of personal funds, considering the BSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising, R
=.173, Ragj= .149,F (1, 70) = 7.317p < .05. A summary of regression coefficients
indicated that only two variableguality driver (above expecte(h) = -.351,t = -3.154,p
< .05); andorice driver (above expecte) = -.311,t = -2.797 p < .05) of ten variables,
significantly contributed to the model.
HOC (personay Considering the Brand Image-Seeking Customer Segment (BSCS) and the
budget hotels,convenience driver (as expectédyill be significantly more responsive
to the change in the numberrobm-nights

In terms of personal funds, considering the BSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in the nurhb@om-
nights, R=.225, R,q=.197,F (1, 28) = 8.119p < .05. A summary of regression
coefficients indicated that the only one variaklenvenience driver (as expectéf)- -
A74,t=-2.849,p < .05) of ten variables, significantly contributed to the model.
HO9d (personay Considering the Brand Image-Seeking Customer Segment (BSCS) and the
mid-price hotels, Brand image driver (above expectédyill be significantly more

responsive to the change in the numbaonom-nights
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In terms of personal funds, considering the BSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the change in the nurhb@om-
nights, R=.068, R.q= .057,F (1, 79) = 5.796p < .05. A summary of regression
coefficients indicated that the only one variablgnd image driver (above expectdfl)
=.261,t = 2.407,p < .05) of ten variables, significantly contributed to the model.
H9e (personay Considering the Brand Image-Seeking Customer Segment (BSCS) and the
mid-price hotels, price driver (as expectetvill be significantly more responsive to the
change irroom rate.

In terms of personal funds, considering the BSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the change of the numbaoraf
rate, R=.074, F%adj: .063,F (1, 79) = 6.354p < .05. A summary of regression
coefficients indicated that the only one variaplece driver (as expectedp = -.273,t =
-2.521,p < .05) of ten variables, significantly contributed to the model.
HOf (personary Considering the Brand Image-Seeking Customer Segment (BSCS) and the
high-end hotels,lfrand image driver (above expectéayill be significantly more
responsive to the changeroom rate.

In terms of personal funds, considering the BSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in room ratd) R,
Rzadj: .064,F (1, 71) = 5.894p < .05. A summary of regression coefficients indicated
that the only one variablerand image driver (above expectéfl= .277,t = 2.428p <

.05) of ten variables, significantly contributed to the model.
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Business funding source

HO9g (wusinessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
budget hotels,convenience driver (above expectéd)relationship driver (as
expected), and “brand image driver (as expectédyill be significantly more responsive
to theprobability of brand switching

In terms of business funds, considering the BSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the probability of bravittising. R
= .42, ﬁadj= .353,F (1, 26) = 6.265p < .05. A summary of regression coefficients
indicated that three variablegynvenience driver (above expectfily .388,t = 2.579p
< .05);relationship driver (as expecte = .42,t = 2.763,p < .05); andbrand image
driver (as expectedp = -.386,t = -2.541,p < .05) of ten variables, significantly
contributed to the model.
HO9h (husinessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
high-end hotels,gdrice driver (above expecteddnd “quality driver (above expected)
will be significantly more responsive to tpeobability of brand switching

In terms of business funds, considering the BSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising. R
=.128, ﬁad,-: .103,F (1, 70) = 5.148p < .05. A summary of regression coefficients
indicated that two variableprice driver (above expecte() = -.312,t = -2.725,p < .05);
andquality image driver (above expectdfl)= -.257,t = -2.244 p < .05) of ten variables,

significantly contributed to the model.
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H9i (businessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
luxury hotels, tonvenience driver (above expectédjll be significantly more
responsive to thprobability of brand switching

In terms of business funds, considering the BSCS and the luxury hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising, R
=.368, ﬁad,-: .328,F (1, 16) =9.297p < .05. A summary of regression coefficients
indicated that the only one variab®nvenience driver (above expectély -.606,t = -
3.049,p < 0.05) of ten variables, significantly contributed to the model.
H9J wusinessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
budget hotels,convenience driver (as expected)relationship driver (as expected)
and ‘relationship driver (above expectédyill be significantly more responsive to the
change in the number ocdom-nights

In terms of business funds, considering the BSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in the nmuohb@om-
nights, R = .444, R,q= .38,F (1, 26) = 6.918p < .05. A summary of regression
coefficients indicated that three variablesnvenience driver (as expectéfl) -.413,t =
-2.816,p < .05);relationship driver (as expecte = .579,t = 3.335,p < .05); and
relationship driver (above expecte)= .389,t = 2.251,p < .05) of ten variables,
significantly contributed to the model.
HOK (wusinessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
mid-price hotels, Brand image driver (as expectédyill be significantly more

responsive to the change in the numbaonom-nights
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In terms of business funds, considering the BSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the change in the numbaorof
nights, R=.104, R,q= .092,F (1, 79) = 9.134p < .05. A summary of regression
coefficients indicated that the only one variablgnd image driver (as expecte@)= -
.322,t =-3.022,p < .05) of ten variables, significantly contributed to the model.

HOII (businessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
mid-price hotels, price driver (as expectetiand “relationship driver (above expected)
will be significantly more responsive to the changeoom rate

In terms of business funds, considering the BSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the change in roomRate. 133,

Rzadj: A11,F (1, 78) = 5.992p < .05. A summary of regression coefficients indicated
that two variablegprice driver (as expectedp = -.292,t = -2.767,p < .05); and

relationship driver (above expecte)=.219,t = 2.08,p < .05) of ten variables,

significantly contributed to the model.

HIOM (wusinessy Considering the Brand Image-Seeking Customer Segment (BSCS) and the
high-end hotels,convenience driver (as expecté@dnd “brand image driver (above
expected)will be significantly more responsive to the changeaom rate

In terms of business funds, considering the BSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the change in roomRate. 159,

Rzadj: 135,F (1, 70) = 6.6p < .05. A summary of regression coefficients indicated that
only two variablesgonvenience driver (as expectépl= .347,t = 3.05,p < .05); and
brand image driver (above expectéfl)= .308,t = 2.17,p < .05) of ten variables,

significantly contributed to the model.
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Table 26. BSCS_Linear Regression Results (Coefficients for Modedtles)

Unstandardized | Standardized
Funding | Dependent| Hotel | Independent | Coefficients Coefficients ) S
source Variable Type Variable ® Std. 9-
B Beta
Error
Brand Budget | Convenience2 0.8238 0.367 039 2.245 033
Switching | High-end | Quality2 -0.73 0.231 -0.351 -3.1584 .002
Probability | High-end | price2 -0.647 0.231 0311 -2.797 .bo7
Budget | conveniencel -1.00 0.351 -0.474 -2.849 008
Personal Room- id
funds night pI’IiC-e Brand Image2 0.543 0.226 0.261  2.407 018
M'.d' Pricel -0.572 0.227 -0.273 -2521 .b14
Room rate | price
High-end | Brand Image2 0.57 0.235 0.271 2428 .018
Budget | Convenience2 | 0.818 0.317 0.388 2579 .016
Budget | Relationshipl | 0.828 0.3 042 2763 b1
Brand |'gydget | Brand Imagel | -0.762 0.3 038§ -2.541 .017
Switching High-end | Price2 y o]
Probability _9 . -0.647 0.238 -0.312 -2.726 .008
High-end | Quality2 -0.533 0.238 -0.257 -2.244  .028
Luxury Convenience2 | .1 212 0.398 -0.606 -3.040 .008
Budget | Conveniencel | .0.872 0.31 -0.413 -2.816 .009
) Budget Relationshipl d
Business| Room- g ! _p 1.141 0.342 0579 3.335 .003
funds night Budget | Relationship2 | 0.821 0.365 0.389 2251 .033
M'.d' Brand Imagel -0.688 0.228 -0.322 -3.022 003
price
Mid- ,
; Pricel -0.611 0.221 -0.292 -2.767 .bo7
price
Mid- . . .
Room rate price Relationship2 0.459 0.221 0.219 208 .041
High-end | conveniencel 0.767 0.251 0.347 3/05 ‘003
High-end | Brand Image2 0.634 0.234 0.308 271 008
Note:

& Independent variables were represented in thewfirig categories: C1 (Convenience: As expected), C

(Convenience: Above expected), Q1 (Quality: As ekpd), Q2 (Quality: Above expected), P1 (Priceeipected),
P2 (Price: Above expected), B1 (Brand Image: Asetqd), B2 (Brand Image: Above expected), R1 (Relahip:
As expected), and R2 (Relationship: Above expected)

"p<.05.
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Price-Seeking Customer Segment (PSCS)
The four sub-hypotheses fHI10 in terms of personal and business funds were
significantly supported as follows. A summary of regression coeffefenthe PSCS

was presented in Table 27.

Personal funding source

H10a personaty Considering the Price-Seeking Customer Segment (PSCS) and the high-
end hotels, quality driver (above expectedand “convenience driver (as expectéd)
will be significantly more responsive to tpeobability of brand switching

In terms of personal funds, considering the PSCS and the high-end hotels, the
overall model of the ten IVs significantly predicted the probability of brarittising, R
=.169, Fgadj: 143,F (1, 62) = 6.32p < .05. A summary of regression coefficients
indicated that two variablegquality driver (above expecte() = .309,t = 2.669,p < .05);
andconvenience driver (as expectéfl= -.277,t = -2.389,p < .05) of ten variables,

significantly contributed to the model.

H10b personaty Considering the Price-Seeking Customer Segment (PSCS) and the budget
hotels, uality driver (as expectetlwill be significantly more responsive to the change
in the number ofoom-nights

In terms of personal funds, considering the PSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in the numbaorof

nights, R=.065, R.q= 054,F (1, 88) = 6.112p < .05. A summary of regression
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coefficients indicated that only one varialgeality driver (as expectedp = .255,t =
2.472,p < .05) of ten variables, significantly contributed to the model.
H10c personaly Considering the Price-Seeking Customer Segment (PSCS) and the mid-
price hotels, price driver (above expectedyill be significantly responsive to the
change in the number ocdom-nights

In terms of personal funds, considering the PSCS and the mid-price hotels, the
overall model of the ten IVs significantly predicted the change in the rnmuohb@om-
nights, R= .04, ﬁadj: 034,F (1, 148) = 6.18% < .05. A summary of regression
coefficients indicated that the only one varialplece driver (above expecte( = .200,t

= 2.488,p < .05) of ten variables, significantly contributed to the model.

Business funding source

H10d pusinessy Considering the Price-Seeking Customer Segment (PSCS) and the budget
hotels, quality driver (as expectetill be significantly responsive to the change in the
number ofroom-nights

In terms of business funds, considering the PSCS and the budget hotels, the
overall model of the ten IVs significantly predicted the change in the numbaorof
nights, R=.062, R,q=.051,F (1, 88) = 5.78p < .05. A summary of regression
coefficients indicated that only one varialgeality driver (as expectedp = .248,t =

2.404,p < .05) of ten variables, significantly contributed to the model.
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Table 27. PSCS_Linear Regression Results (Coefficients for Modelbles)

Unstandardized | Standardized
Funding | Dependent| Hotel | Independent | Coefficients Coefficients ‘ si
source | Variable Type Variable ® Std. g
B Error Beta
Brand High-end | Quality2 0.65 0.244 0309 2669 01
Switching High-end | C i 1 0.582 0.244 0.277| -2.389 02
Personall_Probability igh-en onvenience -0.582 . -0. -2. .
funds Budget | Qualityl 0.539 0.218 0.255 2.472 .015
Room- Mid
night c- Price2 0.422 0.17 0.2| 2.488| .014
price
Business|  Room- | g yyet | valityr 0.525 0.218 0248 2404 018
funds night
Note:

2 Independent variables were represented in thewfirig categories: C1 (Convenience: As expected), C
(Convenience: Above expected), Q1 (Quality: As ekpd), Q2 (Quality: Above expected), P1 (Price: As
expected), P2 (Price: Above expected), B1 (Branalgm As expected), B2 (Brand Image: Above expecit)
gReIationship: As expected), and R2 (RelationshAlmve expected).

p<.05.
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The all significant results of hypotheses for the second proposition are shown in

Table 28.

Table 28. Summary of Hypotheses for Proposition 2

Hypotheses for Proposition 2

H6. Controlling for funding sources and hotel type, customers in the &ethip-Seeking
Customer Segment (RSCS), will be significantly more responsithetrelationship driver in
terms of the probability of brand switching, the change in the number of roons-theglyt
desire to stay, and the change in room rate they willing to pay.

Personal funds

H6a personaly Considering the Relationship-Seeking Customer Segment (RSGsipported
and the mid-price hotelsgctnvenience driver (above expectéed)
significantly more responsive to tpeobability of brand switching.

HG6b ersonay Considering the Relationship-Seeking Customer Segment (RSGsipported
and the high-end hotelsdyrand image driver (above expectéd
significantly more responsive to tpeobability of brand switching

H6C (personay Considering the Relationship-Seeking Customer Segment (R§Gjpported
and the budget hoteldyrand image driver (above expectéd
significantly more responsive to the changeoom rate

H6d ersonaly Considering the Relationship-Seeking Customer Segment (RSGsipported
and the high-end hotelsptice driver (above expectedy significantly
more responsive to the changedom rate

Business funds

H6e (usinessy Considering the Relationship-Seeking Customer Segment (RSCRjpported
and the budget hoteldprand image driver (above expectéd
significantly more responsive to tpeobability of brand switching.

H6f (wusinessy Considering the Relationship-Seeking Customer Segment (RSCSYpported
and the high-end hotelszdnvenience driver (above expectédnd
“convenience driver (as expectédy significantly more responsive to the
probability of brand switching
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Table 28. Summary of Hypotheses for Propositigoadtinued)

Hypotheses for Proposition 2

H7. Controlling for funding sources and hotel type, customers in the Coneeneeking
Customer Segment (CSCS), will be significantly more responsithee convenience driver
in terms of the probability of brand switching, the change in the number of room-thigits
desire to stay, and the change in room rate they willing to pay.

Personal funds

H7a personaly Considering the Convenience-Seeking Customer Segment (CSC&upported
and the budget hotelsjdality driver (as expectetl)s significantly more
responsive to the change of the numbewoom-nights

H7b personaly Considering the Convenience-Seeking Customer Segment (Cscf®upported
and the high-end hotelgptice driver (as expectet)s significantly more
responsive to the change of the numbewnom-nights

H7¢ personay Considering the Convenience-Seeking Customer Segment (CSQ %upported
and the budget hotelsiélationship driver (above expectéds significantly
more responsive to the changedom rate

H7d (personaly Considering the Convenience-Seeking Customer Segment (CSQ
and the high-end hotelszdnvenience driver (above expectédhd “price
driver (as expected)s significantly more responsive to the changeoiom
rate.

‘%upported

Business funds

H7e (usinessy Considering the Convenience-Seeking Customer Segment (CSGSupported
and for the high-end hotelgrice driver (as expectetjs significantly more
responsive to the change of the numbewnom-nights

H7f pusinessy Considering the Convenience-Seeking Customer Segment (CSC%upported
and the high-end hotelgptice driver (as expectet)s significantly more
responsive to the changerobom rate

H8. Controlling for funding sources and hotel type, customers in the Q&aléking Customer
Segment (QSCS), will be significantly more responsive to thetgukiver in terms of the
probability of brand switching, the change in the number of room-nights they desag,to st
and the change in room rate they willing to pay.

Personal funds

H8a ersonaly Considering the Quality-Seeking Customer Segment (QSCS) andSlupported
high-end hotels,grice driver (above expected} significantly more
responsive to the change of the numbewoofm-nights

Business funds

H8b (usinessy Considering the Quality-Seeking Customer Segment (QSCS) and$hupported
budget hotels,gdrice driver (above expected} significantly more
responsive to thprobability of brand switching

H8c (usinessy Considering the Quality-Seeking Customer Segment (QSCS) and g@q)ported
high-end hotels,lfrand image driver (above expectéayill be more
significantly responsive to the change of the numbeoam-nights

H8d (husinessy Considering the Quality-Seeking Customer Segment (QSCS) a”déhﬁ)ported
high-end hotels,relationship driver (above expected$ significantly more
responsive to the changeroom rate
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Table 28. Summary of Hypotheses for Propositigoadtinued)

Hypotheses for Proposition 2

H9. Controlling for funding sources and hotel type, customer in the Brand Imagexge

Customer Segment (BSCS), will be significantly more responsithetbrand i

in terms of the probability of brand switching, the change in the number of room-thigits

desire to stay, and the change in room rate they willing to pay.

mage driver

Personal funds

H9a (personaly Considering the Brand Image-Seeking Customer 8ag(BSCS) and
the budget hotelscbnvenience driver (above expected) significantly more
responsive to thprobability of brand switching

H9b (personaly Considering the Brand Image-Seeking Customer 8ag(BSCS) and
the high-end hotelsgtality driver (above expectedand “price driver (above
expected)is significantly more responsive to tpeobability of brand switching

HOC (personay Considering the Brand Image-Seeking Customer 8ag(@BSCS) and thg
budget hotels,convenience driver (as expectédy significantly more responsiv
to the change of the numberrobm-nights

HO9d (ersonaly Considering the Brand Image-Seeking Customer $ag(BSCS) and
the mid-price hotels,drand image driver (above expectéd significantly more
responsive to the change of the numbenom-nights

H9e (ersonay Considering the Brand Image-Seeking Customer 8ag@SCS) and thg
mid-price hotels, frice driver (as expected)s significantly more responsive to
the change imoom rate

HOf (personay Considering the Brand Image-Seeking Customer $ag(@SCS) and the
high-end hotels,brand image driver (above expectéd significantly more
responsive to the changeribom rate

Supported

Supported

2 Supported

a)

Supported

> Supported

> Supported

Business funds

H9g (usinessy Considering the Brand Image-Seeking Customer 8ag@SCS) and
the budget hotelscbnvenience driver (above expectgdyrelationship driver (as
expected) and “brand image driver (as expectéd} significantly more
responsive to thprobability of brand switching

H9h usinessy Considering the Brand Image-Seeking Customer $ag@SCS) and
the high-end hotelsptice driver (above expectédand “quality driver (above
expected)is significantly more responsive to tpeobability of brand switching

H9i (husinessy Considering the Brand Image-Seeking Customer 8ag@SCS) and the
luxury hotels, tonvenience driver (above expectéd) significantly more
responsive to thprobability of brand switching

HY9j wusinessy Considering the Brand Image-Seeking Customer 8ag(BSCS) and the
budget hotels,convenience driver (as expectgt)relationship driver (as
expected) and ‘relationship driver (above expectédy significantly more
responsive to the change of the numbewoofm-nights

HOK (usinessy Considering the Brand Image-Seeking Customer 8ag@SCS) and
the mid-price hotels,Brand image driver (as expectéd} significantly more
responsive to the change of the numbeaoom-nights

HII (husinessy Considering the Brand Image-Seeking Customer 8ag@SCS) and the
mid-price hotels, frice driver (as expectetand “relationship driver (above
expected)is significantly more responsive to the changedom rate

HOM (husinessy Considering the Brand Image-Seeking Customer $ag@SCS) and
the high-end hotelscbnvenience driver (as expecté@dnd “brand image driver

Supported

Supported

Supported

Supported

Supported

Supported

Supported

(above expectetl)s significantly more responsive the changedom rate
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Table 28. Summary of Hypotheses for Propositigoadtinued)

Hypotheses for Proposition 2

H10. Controlling for funding sources and hotel type, customers in the Reidrig) Customer
Segment (PSCS), will be significantly more responsive to thgaeship driver in terms of
the probability of brand switching, the change in the number of room-nights theytdes
stay, and the change in room rate they willing to pay.

Personal funds

H10a personay Considering the Price-Seeking Customer Segment (PSCS) aslipported
the high-end hotelsguality driver (above expecteédand “convenience
driver (as expected]s significantly more responsive to tpeobability of
brand switching

H10Db ersonay CoOnsidering the Price-Seeking Customer Segment (PSCS) aslipported
the budget hotelsguality driver (as expectetl)s significantly more
responsive to the change of the numbeawoofn-nights

H10c¢ personay Considering the Price-Seeking Customer Segment (PSCS) ar8upported
the mid-price hotels,price driver (above expectéd} significantly more
responsive to the change of the numbeanofn-nights

Business funds

H10d pusinessy Considering the Price-Seeking Customer Segment (PSCS) a8lipported
the budget hotelsguality driver (as expectetl)s significantly more
responsive to the change of the numbeawnofn-nights

Proposition 3

Proposition 3 consisted of three steps to an®esearch Question Jhe first
step was to calculate CLV as the key component for calculating Customer Efijty
Based on step 1, step 2 was to determine which drivers maximize the ROilkatimga
effort exerted by a hotel in terms of the change in CE. Finally, step 2waentify the
marketing tools (action plans) that would be most effective for each of thasHe+

segment and hotel type.
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Research Question 3
“Which of the drivers maximize the Return-On-Investment (ROI) of mmagkeffort
exerted by a hotel?”

Step 1

The survey was designed to obtain the necessary information to calculate CLV for
each of respondent. As mentioned in the methodology, this study was based on the
formula of CLV presented by Rust et al.’s (2000) and Rust, Lemon, and Zeithaml’'s

(2004) studies. This study modified the formula for the hotel industry shown below.
Tij
CLV;; —Z;x Riie X Myip X Y;j¢ X Bj;
ij — L (1 + d)t ijt ijt ijt ijtr

Where,
CLV;= the lifetime value for hotgls customer,
t = time period,
T;; = the length of the time horizon that customstays at the hotgl(e.g, a

typical time horizon ranges from one to five years),
d = the discount rate,
R;j¢ = the revenue per period., per year) for hotgls customet,
M;;, = contribution margin for hotg¢ls customer,

Y;;c= the number of times per perioceld, per year) that customestays the hotgl
B;jr = probability that customerbuys hote| in purchase,

A time horizon ranged from one to five years. It can be called “lifecycle” $n thi
study. A discounted rate of 10 % was used and a contribution margin of 75% for room
rate and 31% for other expenses was used on the basis of “2008 Lodging Industry
Profile” by Smith Travel Research (2008). The revenue per Reg) (vas calculated by
adding the revenue of room rate (the average room rate per night x theeaverdzer of
room-nights per visit) and the revenue of other expenses (the average otheeeppens

night x the average number of room-nights per visit). For this study, CL\¢bfs#agle
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respondent in the sample was calculated separately, before the avevapedte taken.

The maximum of life cycle was five-year. The average life cycle df simgle

respondent by the CE-based segments and hotel type was taken to calcdlateh€L

luxury hotels were deleted because of low respondents. The average of Clheésdi-

based segments and hotel type were shown in Pable

Table 29 Customer Lifetime Value by the CE-based Segments and Hotel type

CE-based Hotel Type CLV.1 | CLV.2 | CLV.3 | CLV.4 | CLV.5 Initial
Segments Year ($) | Year($) | Year($) | Year($) | Year($) | CLVsS($)
Budget Mean | 2,262.64 21.74 2,284.37
SD | 4,152.92 43.96 4,141.67
Clusterl Mid-price Mean | 2,015.01| 253.4( 207.79  188.90 13324 2,798.36
(RSCS) SD | 2,412.94 407.84 372.43 338.57 284196  2,479.37
High-end Mean | 2,551.81| 336.04 270.85  246.23 223|184 3,628.77
SD | 1,238.58 841.24 770.85 700.77 637]07  3,297.91
Budget Mean | 709.09 - - - - 709.09
SD 519.87 - - - . 519.87
. . Mean 858.09 858.09
C('Cugtgé)z Mid-price |55 | 786.04 I ] ] T 786.04
High-end Mean | 1,416.08 331.6p 167.82 152.56 - 2,068.11
SD | 1,039.260 634.68 533.38 484.8B9 - 2,080.92
Budget Mean 227.30 56.87 51.70 28.94 - 364.81
SD 185.29 60.69 55.17 50.94 - 184.71
Cluster 3 | Mid-price Mean | 3,049.59 919.8? 314.;33 200.95 78.24  4563.18
(QSCS) SD 6,492.01 1,891.8b 554.73 478.69 350.81 7,120.94
High-end Mean | 3,991.79 685.28 622.5?4 34774 316.13 5,963.82
SD 5,556.54 1,287.5¢ 1,170.52 1,022(09 929.17 63946
Budget Mean | 1,205.00 1,064.38 951.73 865/21 786.55 4,872.8
SD 1,929.76 1,772.97 1,621.04 1,473/68 1,339.71 36368
Cluster 4 | Mid-price Mean | 3,204.16 128.51 116.53 47.04 22|35 3,518.89
(BSCS) SD | 4,972.67 184.50 167.13 105.81 74|48  4,813.38
High-end Mean | 2,385.00 1,051.39 955.81 141]70 9250 4,626.41
SD | 2,857.21] 2,755.38 2,504.89 352/79 304.21 7,835.4
Budget Mean 364.37 12.22 11.11 5.99 5.44 399.13
SD 357.00 31.8§ 28.98 22.49 20.44 345.51
Cluster 5 | Mid-price Mean | 2,842.04 887.11L 799.%)0 688,07 442  5,221.53
(PSCS) SD 6,734.46 3,752.58 3,412.79 3,105/53 65.06 151853
High-end Mean | 2,886.93 33246 302.23 274[716  249.78 4,046.16
SD | 4,263.55 747.22 679.30 617.p4 561{40 4,831.60
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Step 2

Based on the results of significant “CE drivers” related to marketfog®found
in Proposition 2 and the average of CLVs in Step 1, @Risk® simulation by the €&-bas
segments was run and the results were presented in Table 30. As a resultk® @Ris
simulation, this study found how much the ROIs were achieved by signifi€adtigers.
Additionally, the graphs of @Risk® simulation results were presented inndppE.

The results were described by the five CE-based segments as follows.

Relationship-Seeking Customer Segment (RSCS)

In terms of personal funds, considering the RSCS and for the budget bictets,
image driver (above expecte@ewCLV = $5,698.17Delta CLV = $3,413.8, an&ROl
= 149.44%) maximized the ROI on marketing effort responsiveness. Considering the
RSCS and the mid-price hotetenvenience driver (above expect@dg¢wCLV =
$9,789.5Delta CLV = $6,991.14, anROIl = 249.83%) maximized the ROI on
marketing effort responsiveness. Considering the RSCS and the high-engdthicgels
drivers,price driver (above expecteMlewCLV = $3,957.82Delta CLV = $329.05, and
ROI=9.07%);brand image driver (above expectéewCLV = $6,340.21Delta CLV
=$2,711.44, anROI = 74.72%); andelationship driver (above expecteewCLV =
$4,327.88PeltaCLV = $699.11, antROI = 19.27%), maximized the ROI on marketing
effort responsiveness.

On the other hand, in terms of business funds, considering the RSCS and the
budget hotelshrand image driver (above expectéewCLV = $-10,392.59Delta

CLV = $-12,676.96, anROI = -554.94%) influenced negatively the ROl on marketing
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effort responsiveness. In terms of business funds, considering the RSCS and-the high
end hotels, two drivergponvenience driver (above expect@d@¢wCLV = $-6,933.53,
DeltaCLV = $-10,562.3, an®OIl = -291.07%); andonvenience driver (above expected)
(NewCLV = $-6,904.76Pelta CLV = $-10,533.53, anBOI = -290.29%), influenced

negatively the ROI on marketing effort responsiveness.

Convenience-Seeking Customer Segment (CSCS)

In terms of personal funds, considering the CSCS and the budget hotels, two
drivers,quality driver (as expectedNewCLV = $765.63Delta CLV = $56.54, andROI
= 7.97%); andelationship driver (above expecte@ewCLV = $793.7DeltaCLV =
$84.61, andROI = 11.93%), maximized the ROI on marketing effort responsiveness. In
terms of personal funds, considering the CSCS and the high-end hotels, two drivers,
convenience driver (above expect@dewCLV = $3,141.67Delta CLV = $1,073.56,
andROI=51.91%); angbrice driver (as expectedNewCLV = $2,705.85DeltaCLV =
$637.74, andROl = 30.84%), maximized the ROI on marketing effort responsiveness.

In terms of business funds, considering the CSCS and the high-end fratels,
driver (as expectedNewCLV = $2,742.54Delta CLV = $674.43, an®ROI = 32.61%)

maximized the ROI on marketing effort responsiveness.

Quality-Seeking Customer Segment (QSCS)

In terms of personal funds, considering the QSCS and the high-end potels,
driver (above expecte@NewCLV = $15,940.57Delta CLV = $9,976.75, an&Ol =

167.29%) maximized the ROI on marketing effort responsiveness.
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In terms of business funds, considering the QSCS and the budget pridels,
driver (above expected@NewCLV = $1,833.42DeltaCLV = $1,468.61, anROI =
402.57%) maximized the ROI on marketing effort responsiveness. In terms of business
funds, considering the QSCS and the high-end hotels, two diwvarg] image driver
(above expectedNewCLV = $15,811.74Delta CLV = $9,847.92, an®OI =
165.13%); andelationship driver (above expecte@ewCLV = $18,099.51Delta CLV
=$12,135.69, anBOIl = 203.49%), maximized the ROI on marketing effort

responsiveness.

Brand Image-Seeking Customer Segment (BSCS)

Personal funds:

In terms of personal funds, considering the BSCS and the budget hotels, two
drivers,convenience driver (as expectéNpwCLV = $1,796.66Delta CLV = $-
3,076.21, andROI = -63.13%); anatonvenience driver (above expect@dgwCLV =
$3,900.83Pelta CLV = $-972.04, an®ROI = -19.95%), influenced negatively the ROI
on marketing effort responsiveness.

On the other hand, in terms of personal funds, considering the BSCS and the mid-
price hotels, two drivergrice driver (as expectedNewCLV = $7,139.65Delta CLV =
$3,620.76, an®ROIl = 102.89%); antbrand image driver (above expectéewCLV =
$5,945.29Delta CLV = $2,426.4, an®ROIl = 68.95%), maximized the ROI on marketing
effort responsiveness.

In terms of personal funds, considering the BSCS and the high-end hotels, three

drivers,quality driver (above expectelewCLV = $9,383.54Delta CLV = $4,757.13,
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andROI = 102.83%)price driver (above expecteMlewCLV = $9,377.9DeltaCLV =
$4,751.49, an®OIl = 102.7%); andrand image driver (above expectéMewCLV =
$5,514.66Delta CLV = $888.25, antROl = 19.2%), maximized the ROI on marketing
effort responsiveness.

Business funds

In terms of business funds, considering the BSCS and the budget hotels, five
drivers,convenience driver (as expectéepwCLV = $1,152.5DeltaCLV = $-

3,720.37, andROI = -76.35%);convenience driver (above expect@dg¢wCLV =
$3,715.34DeltaCLV = $-1,157.53, an®OI = -23.75%);brand image driver (as
expected]NewCLV = $3,674.84Delta CLV = $-1,198.03, an®OI = -24.59%);
relationship driver (as expecte@MewCLV = $2,632.34Pelta CLV = $-2,240.53, and
ROI=-45.98%); andelationship driver (above expecte@ewCLV = $2,135.92Delta
CLV = $-2,736.95, an®O I=-56.17%); influenced negatively the ROl on marketing
effort responsiveness.

On the other hand, in terms of business funds, considering the BSCS and the mid-
price hotels, three driverprice driver (as expectedNewCLV = $7,705.61Delta CLV
=$4,186.72, anROIl = 118.98%)prand image driver (as expecte@ewCLV =
$4,756.3Delta CLV = $1,237.41, an®OIl = 35.16%); andelationship driver (above
expected{NewCLV = $7,732.2DeltaCLV = $4,213.31, an®OIl = 119.73%);
maximized the ROI on marketing effort responsiveness.

In terms of business funds, considering the BSCS and the high-end hotels, four
drivers,convenience driver (as expectépwCLV = $5,445.1Delta CLV = $818.69,

andROI = 17.7%);quality driver (above expectelewCLV = $10,828.88Delta CLV
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= $6,202.47, anROI=134.07%)price driver (above expecteMewCLV = $10,827.75,
Delta CLV = $6,201.34, anROIl = 134.04%); antbrand image driver (above expected)
(NewCLV = $5,437.76Delta CLV = $818.35, an®ROIl = 17.54), maximized the ROl on

marketing effort responsiveness.

Price-Seeking Customer Segment (PSCS)

Personal funds

In terms of personal funds, considering the PSCS and the budget tpodily,
driver (as expectedNewCLV = $565.23Delta CLV = $166.1, andROI = 41.62%)
maximized the ROI on marketing effort responsiveness. On the other handhsrofer
personal funds, considering the PSCS and for the mid-price hwieksdriver (above
expected]NewCLV = $2,347.38Delta CLV = $-2,874.15, anROI = -55.04%)
influenced negatively the ROl on marketing effort responsiveness. Also, in terms of
personal funds, considering the PSCS and for the high-end hotels, two drivers,
convenience driver (as expectéNepwCLV = $-13,271.15Delta CLV = $17,317.32,
andROI = -427.99%); andjuality driver (above expecte(NewCLV = $-13,199.8,
Delta CLV = $17,245.96, anROI = -426.23%), influenced negatively the ROI on
marketing effort responsiveness.

Business funds

In terms of business funds, considering the PSCS and the budgetduxéty,
driver (as expectedNewCLV = $596.21Delta CLV = $197.08, andROIl = 49.38%)

also maximized the ROI on marketing effort responsiveness.
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Table 30. @Risk® simulation Results by CE-based Segments

CE-based . . a Mean Initial New Delta b o
Segments Funding Source Hotel Type | Drivers /SD CLVs ($) CLV (9) CLV () POP ROI (%)
Budget B2 Mean 2,284.37 5,698.17 3,413.8 962,705 149.44
SD 4,141.67 4,113.96 4,113.96 180.09
Mid-price c2 Mean 2,798.36 9,789.5 6,991.14 1,059,047 249.83
SD 2,479.37 3,929.42 3,929.42 140.42
Personal funds P2 Mean 3,628.77 3,957.8p 329.05 1,784,722 9.07
SD 3,297.91 2,169.66 2,169.66 59.79
High-end B2 Mean 3,628.77 6,340.21L 2,711.44 1,899,765 74.72
Clusterl SD 3,297.91 2,748.89 2,748.89 75.75
(RSCS)
R2 Mean 3,628.77 4,327.8B 699.11 2.417.978 19.27
SD 3,297.91 2,256.3 22563 62.18
Budget B2 Mean 2,284.37  -10,392.59 -12,676.p6 962,705 -554.94
SD 4,141.67 6,124.12 6,124.12 268.09
Business funds c1 Mean 3,628.77 -6,933.58 -1,0562.3 1,899,765 -291.07
. SD 3,297.91 3,023.46 3,023.46 83.32
High-end
c2 Mean 3,628.77 -6,904.76  -10,533.53 1,899,765M
SD 3,297.91 2,976.38 2,976.38 82.02
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Table 30. @Risk® simulation Results by CE-based Segnfemsinued)

CE-based . . Mean Initial New Delta b o
Segments Funding Source Hotel Type Drivers /SD CLVs ($) CLV (9) CLV (89) POP ROI (%)
01 Mean 709.09 765.63 56.54 3.672.661 7.97
SD 519.87 325.13 325.13 45.85
Budget
R2 Mean 709.09 793. 84.6[1 1,469,505 11.93
SD 519.87 383.07 383.02 54.01
Personal funds
C(:gjsstéeé)z c2 Mean 2,068.11 3,141.67 1,073.56 7.228,469 51.91
. SD 2,080.92 1,348.54 1,348.54 65.21
High-end
Y
P1 Mean 2,068.11 2,705.8b 637.74 3.654.432 30.84
SD 2,080.92 1,120.48 1,120.48 54.18
Business funds High-end P1 Mean 2,068.11 2,742.54 674.43 3,654,432 | 3261
SD 2,080.92 1,120.24 1,120.24 54.17
Personal funds High-end P2 Mean 5,963.82 15,940.5[7 9,976.75 1,487,032 167.29
SD 6,946.51 7,408.16 7,408.16 124.22
D
Budget P Mean 364.81 1,833.42 1,468.61 11,503,481 402.57
Cluster 3 SD 184.71 530.14 530.18 145.33
(QSCs)
Business funds B2 Mean 5,963.82 15,811.74 9,847.92 506,563 165.13
. SD 6,946.51 7,356.51 7,356.51 123.35
High-end
R2 Mean 5,963.82 18,099.51 12,135.59 664,532 | 203.49
SD 6,946.51 8,665.5 8665/5 145.3
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Table 30. @Risk® simulation Results by CE-based Segnfemsinued)

CE-based . . Mean Initial New Delta b o
Segments Funding Source Hotel Type Drivers /SD CLVs ($) CLV () CLV (9) POP ROI (%)
- D -
c1 Mean 4,872.87 1,796.66 3,076.21 2.900,558 63.13
SD 8,136.68 856.71 856.71 17.58
Budget
c2 Mean 4,872.87 3,900.83 -972.04 2.900,558 -19.95
SD 8,136.68 1,566.38 1,566.33 32.14
P1 Mean 3,518.89 7,139.6b 3,620.76 921,771 102.89
- SD 4,813.38 3,979.41 3,979.41 113.09
Mid-price
C(:Ilaussgeé)zl Personal funds B2 Mean 3,518.89 5,945.2p 2,426/4 1,058,194 68.95
SD 4,813.38 3,148.28 3,148.28 89.47
02 Mean 4,626.41 9,383.5¢ 4,757.13 3,544,075 102.83
SD 7,935.48 3,651.92 3,651.92 78.94
High-end P2 Mean 4,626.41 9,377.9 4,751.49 3.397.312 102.7
SD 7,935.48 3,655.68 3,655.68 79.02
B2 Mean 4,626.41 5,514.6p 888.25 2,944,790 19.2
SD 7,935.48 2,626.6 2,626|6 56.77
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Table 30. @Risk® simulation Results by CE-based Segnfemsinued)

CE-based Funding . a Mean Initial CLVs New Delta b o
Segments Source Hotel Type Drivers /SD %) CLV ($) CLV ($) PoP ROI (%)
c1 Mean 4,872.87 1,152.6 -3,720.37 2.900,558 -76.35
SD 8,136.68 490.08 490.08 10.06
c2 Mean 4,872.87 3,715.34 -1,157.53 2,900,558 -23.75
SD 8,136.68 1,476.76 1,476.76 30.31
Budget B1 Mean 4,872.87 3,674.84 -1,198.03 2,729,037 -24.59
SD 8,136.68 1,469.32 1,469.32 30.15
R1 Mean 4,872.87 2,632.34 -2,240.53 1,364,968 -45.98
SD 8,136.68 1,003.82 1,003.82 20.6
R2 Mean 4,872.87 2,135.9p -2,736.95 1,364,968 -56.17
SD 8,136.68 1,033.59 1,033.59 21.21
P1 Mean 3,518.89 7,705.61 4,186.72 921,771 118.98
Cluster 4 Business SD 4,813.38 4,305.38 4,305.33 122.35
(BSCS) funds
Mid-price B1 Mean 3,518.89 4,756.8 1,237.41 1,058,194 35.16
SD 4,813.38 2,468.55 2,468.%5 70.15
b 4
R2 Mean 3,518.89 7,732.2 4,213.31 392,470 119.73
SD 4,813.38 4,339.18 4,339.18 123.31
c1 Mean 4,626.41 5,445.1 818.69 2.717.849 17.7
SD 7,935.48 2,606.9 2,606(9 56.35
Q2 Mean 4,626.41 10,828.88 6,202.47 3,544,075 134.07
. SD 7,935.48| 4,243.85 4,243.85 91.73
High-end
P2 Mean 4,626.41 10,827.76 6,201.34 3,397’312ﬂ
SD 7,935.48 4,250.08 4,250.08 91.87
B2 Mean 4,626.41 5,437.76 811.35 2.944,790 17.54
SD 7,935.48 2,589.87 2,589.87 55.98
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Table 30. @Risk® simulation Results by CE-based Segnfemrisinued)

CE-based . . Mean Initial New Delta b o
Segments Funding Source Hotel Type Driverg /SD CLVs (8) CLV ($) CLV ($) POP ROI (%)
Budget 01 Mean 399.13 565.23 1661 4,823,019 41.62
SD 345.51 279.2¢4 279.29 69.97
Mid-price P2 Mean 5,221.53 2,347.38 -2,874.15 2.401,926 -55.04
SD 15,053.18 1,438.27 1,438.27 27.54
Personal funds
(E:;:;tgé)S c1 Mean 4,046.1 -13,271.15 -17,317.82 2.344.666 -427.99
. SD 4,831.6 5,290.07 5,290.07 130.74
High-end
Q2 Mean 4,046.16 -13,199.8  -17,245.96 2,905,754 -426.23
SD 4,831.6 5,212.58 5,212.58 128.83
Business funds Budget o1 Mean 399.13 596.21 197.08 4,823,019 49.38
SD 345.51 292.74 292.79 73.36

Note:

2In terms of the marketing effort responsivenesiseds were represented in the following categoi@ks{Convenience: As expected), C2 (Convenience:
Above expected), Q1 (Quality: As expected), Q2 (Duaibove expected), P1 (Price: As expected)(P2ce: Above expected), B1 (Brand Image: As

expected), B2 (Brand Image: Above expected), Rlatieaship: As expected), and R2 (Relationship: ¥expected).
®POP was derived from the total population of theshindustry by hotel type as well as five CE drizePlease refer Appendix D.
“The value of actual CE was computed by multiplyjiiniial CLVs and population (POP). Please refer Appendix E.
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Step 3
Hotel information sources for selecting a hotel were the key measure for

developing specific and practical strategies for attracting bastbmers. Hotel
information sources which customers used for selecting the hotels consigtedairces
as follows: Phone Call, Fax, Direct mail, Newsletter, E-mail, Hotel ViesbShain
Website, Travel Website (e.g., Hotels.com), Meta Search (e.g., Kayak), &deth $e.g.,
Google), Central Reservation System (CRS), Corporate Travel Maadggendent
Travel Agents, Newspaper Advertisements, Magazine Advertisements, Radio
Advertisements, TV Advertisements, Web Advertisements (e.g., Banner, Youtube
videos, etc.), Coupon Booklets (Entertainment), Travel Clubs/Web blogs, Hotel
Marketing Literature (e.g., Hotel & lodging magazine), Traveldastes (e.g., Travel
database), and Recommendation from friends or others (i.e.,Word-of-Mouth [WOM])

Through mean and standard deviation scores, this study identified what kinds of
hotel information source were most effective for each of the CE segniariesms of
the CE-based segments, Step 3 described the importance of hotel informaties sour
overall and then analyzed it by hotel type in the following sections. Additionallig M
was conducted to suggest an effective action plan group which was viewiked!gifor
each segment and hotel type. Thus, this step suggested the most effectivagnarket

action plan for the CE-based segments and hotel type.
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Overall Importance of Hotel Information Sources for Action Plans

In terms of the CE-based segments, the customers’ importance of hotel
information sources was presented in Table 31. The results of the importance were
described by top 5 ranks. Relationship-Seeking Customer Segment (RSCSreansid
“Hotel Website” M = 5.97,SD = 1.47) the most important sources. “Word-of-Mouth”
(M =5.87,SD=1.15) was perceived as the second most important source, followed by
“Phone Call” M =5.84, SD = 1.55), “Chain Website¥i(= 5.58,SD= 1.54), and “Web
Search” M = 5.55,SD= 1.52).

As for Convenience-Seeking Customer Segment (CSCS), “Hotel Welhdite” (
6.05,SD= 0.97) was also perceived as the most important source. “PhoneNall” (
5.67,SD= 1.56) was perceived as the second important source, followed by “Travel
Website” M = 5.33,SD=1.43). “Chain Website = 5.19,SD= 1.40) and “Web
Search” M =5.19,SD= 1.60) were ranked by the fourth at the same time.

Quality-Seeking Customer Segment (QSCS) also considered “Hotel @/ dbsit
=5.61,SD=1.63) the most important source. “Word-of-Mouth € 5.47,SD= 1.46)
was perceived as the second important source, followed by “Phone&ll5(33,SD=
1.80), “E-mail” M =5.03,SD= 1.96), and “Chain WebsiteM = 4.69,SD= 1.70).

Brand Image-Seeking Customer Segment (BSCS) also considered “Hotel
Website” M = 5.50,SD= 1.20) the most important source. “Phone Call’{5.47,SD
= 1.72) was perceived as the second important source, followed by “Chain WgWisite”
=5.00,SD= 1.80), “CRS” M = 4.73,SD= 1.76), and “WOM” {1 = 4.70,SD= 1.74).”

On the other hand, Price-Seeking Customer Segment (PSCS) considered “WOM”

(M =5.35,SD= 1.62) the most important source. “Phone Call"{5.27,SD= 1.83)
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was perceived as the second important source, followed by “Hotel Webgite5(25,
SD=1.55), “E-mail” M = 4.73,SD= 2.01), and “Web SearchM= 4.69, SD = 1.79).
All segments except the PSCS considered “Hotel Website” the most importa
information source. “Phone Call,” “Hotel Website,” “Chain Website,” and “WQW\éte
outstandingly perceived as the most important hotel information source igrakkises.
“E-mail” was also one of the most significant sources in the QSCS an&@®.P'Web
Search” was highly considered in the RSCS and the PSCS. The CSCS cdnsidere
“Travel Website” one of the influential sources and the BSCS perc&8R8” as one of

the influential sources.

187



Table 31. Importance of Hotel Information Source by CE-based Segmieritgs)

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
RSCS CSCSs QSCSs BSCS PSCS
(n=32) (n=22) (n=39) (n=31) (n=51)

Mean? SD Rank | Meah SD Rank | Meaf SD Rank | Meah SD Rank | Meah SD Rank
Phone Call 5.84 1.55 3 5.67 1.56 2 5.33 1.80 3 5.47 1.72 2 5.27 1.83 2
Fax 4.23 1.98 14 2.52 1.47 23 3.50 1.87 1 3.7 417 18 3.08 1.88 13
Direct Malil 4.48 1.88 9 2.71 1.62 19 3.17 1.86 15 333 1.90 17 3.06 1.74 14
Newsletter 4.29 1.94 13 2.33 1.2 24 2.81 1.65 18 .103| 1.67 22 2.69 1.50 20
E-mail 5.39 1.91 7 4.29 1.98] 8 5.03 1.9 4 4.10 1.97 8 4.73 2.01 4
Hotel Website 5.97 1.47 1 6.05 0.97 1 5.61 1.63 1 5.50 1.20 1 5.25 1.55 3
Chain Website 5.58 1.54 4 5.19 1.40 4 4.69 1.70 5 5.00 1.80 3 419 1.77 8
Travel Website 5.42 1.36 6 5.33 1.4 3 4.61 1.92 6 4.57 1.61 7 4.6( 1.7p 6
Meta Search 4.45 1.82] 11 4.0% 1.83 9 3.39 2.p7 14 40 3 181 16 3.50 1.94 9
Web Search 5.55 1.52 5 4.90 1.45 6 4.44 1.99 7 4.67 1.60 6 4.6 1. 5
CRS 5.06 1.84 8 4.76 1.48 7 4.11 1.70 g 473 1 4 4.27 1.90 7
Cor. Travel Manager 4.10 2.04 18 2.86 1.68 1y 2.(51.79 20 3.67 2.04 11 2.54 1.56 24
Ind. Travel Agent 3.97 2.23 21 3.00 1.90 14 2.9 701. 23 3.93 2.16 9 2.75 1.67 18
Newspaper Ads. 3.87 1.88 22 3.14 1.80 12 2.81 1]75 19 3.23 1.77 20 2.77 1.45 17
Magazine Ads. 4.06 1.86 19 3.1¢ 1.79 13 2.5 1/3 1 2 350 1.94 15 2.73 1.50] 19
Radio Ads. 3.87 1.80 23 2.62 1.5 22 2.44 1.61 24 872 1.63 24 2.56 1.44 22
TV Ads. 4.19 1.68 16 3.00 1.58 15 2.75 1.59 22 3.271.86 19 2.56 1.43 23
Web Ads. 3.81 1.78 24 2.71 1.65 20| 3.17 1.80 16 031 1.79 23 2.58 1.62 21
Coupon booklets 4.23 2.01] 15 3.00 1.87 16 3.72 198 9 3.53 1.98 14 3.21 1.64 11
Travel Clubs/Web blogs 4.00 211 20 2.71 1.62 21 3.14 1.8p 17 3.23 1.r6 21 3.02 1.58 15
MKTG Literature 4.42 1.86 12 3.19 1.60 11 3.4f7 2.01 12 3.67 1.79 12 2.92 1.57| 16
Travel Brochure 4.48 1.86 10 3.43 1.66 1d 3.53 1.6 10 3.87 1.76 10 3.33 1.65 10
Travel Listserves 4.16 1.92 17 2.86 1.39 1 344 951, 13 3.57 1.77 13 3.17 1.74 12
WOM 5.87 1.15 2 5.19 1.60 5 5.47 1.46 2 4.70 1.74 5 5.35 1.62 1

Note:

#Mean values were computed on the basis of 7-pdketrt-type scale 7Extremely Importantto 1 (Not at all Importany.
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On the basis of importance index scores (see Table 32), the RSCS evaluated all
hotel information sources prominently highly except “Hotel Website” comparethéer
segments. Only “Hotel Website” was evaluated as the highest impodaxtin the
CSCS. “Phone Call” was importantly assessed higher than standard index (100) in the
RSCS (Index = 105.87) and the PSCS (Index = 102.75). “Fax” was also significantly
assessed higher than standard index in the RSCS (Index = 127.29) and ther@8<CS (
=105.42). Inthe only one segment, RSCS (Index = 133.76), “Direct Mail” was
significantly assessed higher than standard index. “Newsletter” wastamibpr
evaluated higher than standard index in the RSCS (Index = 140.97) and the BSCS (Index
=101.86). Inthree segments, RSCS (Index = 114.47), QSCS (Index = 106.84), and
PSCS (Index = 100.49), “E-mail” was significantly assessed higher thatastiandex
respectively. “Hotel Website” was importantly evaluated higher thawlatd index in
the RSCS (Index = 105.15) and the CSCS (Index = 106.56). “Chain Website” also was
importantly evaluated higher than standard index in three segments, RSCS (Index =
113.18), CSCS (Index = 105.27), and BSCS (Index = 101.41). “Travel Website,” “Meta
Search,” and “Web Search” were assessed more important in the REESH =
110.44, 118.47, and 114.39) and the CSCS (Indexes = 108.69, 107.72, and 101.12) than
standard index, respectively. “CRS” was significantly assessed higirestandard
index in three segments, RSCS (Index = 110.38), QSCS (Index = 103.78), and BSCS
(Index = 103.16). Also, “Corporate Travel Manager,” “Independent Travel Agent,”

“News Ads.,” and “Magazine Ads.” were assessed higher than the standacahimde
segments, RSCS (Indexes = 128.73, 121.37, 122.32, and 125.92); and BSCS (Indexes =

115.22, 120.32, 102.17, and 108.43), respectively. “Radio Ads” was evaluated as the
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highest important index only in the RSCS (Index = 134.75). “TV Ads.” was important
assessed higher than standard index in the RSCS (Index = 132.94) and the B&CS (Ind
=103.55). “Web Ads.” was significantly evaluated higher than standard indexen thre
segments, RSCS (Index = 123.82); QSCS (Index = 103.01); and BSCS (Index = 100.84).
In two segments, RSCS (Index = 119.44) and QSCS (Index = 105.21), “Coupon Booklet”
was important evaluated higher than standard index. “Travel Clubs/Web Bibgsél
Literature,” and “Travel Brochure” were assessed higher than thaéasthindex in two
segments, RSCS (Indexes = 124.17, 125.09, and 120.27); and BSCS (Indexes = 100.37,
103.78, and103.72), respectively. “Travel Listserves” was significantlyateal higher

than standard index in three segments, RSCS (Index = 120.99); QSCS (Index = 100.15);
and BSCS (Index = 103.71). Finally, “Coupon Booklet” was importantly assessed higher
than standard index in three segments, RSCS (Index = 110.41), QSCS (Index = 102.91),

and PSCS (Index = 100.69).
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Table 32. Importance Index Scores Compared to CE-based Segments

Cluster 1 Cluster 2 Cluster 3 Cluster 4 | Cluster 5

RSCS cscs QsCcs BSCS PSCS Stlﬁggird

(n=32) (n=22) (n=39) (n=31) (n=51)
Phone Call 105.87 102.75 96.70 99.12 95.57 100
Fax 127.29 76.02 105.42 98.40 92.87 100
Direct Mail 133.76 80.97 94.47 99.44 91.36 100
Newsletter 140.97 76.67 92.19 101.86 88.31 100
E-mail 114.47 91.07 106.84 87.12 100.49 100
Hotel Website 105.15 106.56 98.87 96.91 92.51 100
Chain Website 113.18 105.27 95.21 101.41 84.93 100
Travel Website 110.44 108.69 93.97 93.07 93.83 100
Meta Search 118.47 107.72 90.19 90.48 93.14 100
Web Search 114.39 101.12 91.63 96.21 96.64 100
CRS 110.38 103.78 89.60 103.16 93.08 100
Cor. Travel Manager 128.73 89.78 86.41 115.22 79.87 100
Ind. Travel Agent 121.37 91.77 82.42 120.32 84.12 100
Newspaper Ads. 122.32 99.31 88.65 102.17 87.55 100
Magazine Ads. 125.92 95.89 85.20 108.43 84.55 100
Radio Ads. 134.75 91.17 85.09 99.79 89.20 100
TV Ads. 132.94 95.10 87.18 103.55 81.23 100
Web Ads. 123.82 88.29 103.01 100.84 84.03 100
Coupon booklets 119.44 84.80 105.21 99.87 90.68 100
Travel Clubs/Web blogs 124.17 84.26 97.44 100.37 93.77 100
MKTG Literature 125.09 90.30 98.28 103.78 82.55 100
Travel Brochure 120.27 91.97 94.63 103.72 89.41 100
Travel Listserves 120.99 83.07 100.15 103.71 92.07 100
WOM 110.41 97.61 102.91 88.39 100.69 100

Compared to other hotel information sources (see Table 33), “Hotel Website”
was ranked as a prominent information source in all segments exc®3@& Only the
PSCS evaluated “WOM” importantly higher than any other information sauEight
sources, “Phone Call,” “E-mail,” “Hotel Website,” “Chain Website,” “TeaWebsite,”
“Web Search,” “CRS,” and “WOM” among all hotel information sources pereeived
more important than standard index in all segments. Additionally, “Metal8asas
evaluated more important than standard index in the CSCS. “Coupon Booklet” was
added more important than standard index in the QSCS. Finally, “Independent Travel
Agent” also was assessed more important than standard index as anntrpotta the

BSCS.
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Table 33. Importance Index Scores Compared to Hotel Information Sources

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
RSCS CSCs QSCs BSCS PSCS
(n=32) (n=22) (n=39) (n=31) (n=51)
Phone Call 125.91 153.47 144.09 140.67 149.12
Fax 91.13 68.35 94.56 84.06 87.23
Direct Mail 96.70 73.51 85.55 85.78 86.64
Newsletter 92.52 63.19 75.80 79.77 76.03
E-mail 116.17 116.07 135.83 105.50 133.79
Hotel Website 128.70 163.78 151.59 141.53 148.53
Chain Website 120.35 140.57 126.83 128.66 118.47
Travel Website 116.87 144.44 124.58 117.51 130.26
Meta Search 96.00 109.62 91.56 87.49 99.02
Web Search 119.65 132.83 120.08 120.09 132.61
CRS 109.22 128.96 111.07 121.80 120.83
Cor. Travel Manager 88.35 77.38 74.30 94.35 71.91
Ind. Travel Agent 85.57 81.25 72.80 101.22 77.80
Newspaper Ads. 83.48 85.12 75.80 83.20 78.39
Magazine Ads. 87.65 83.83 74.30 90.06 77.21
Radio Ads. 83.48 70.93 66.04 73.77 72.50
TV Ads. 90.43 81.25 74.30 84.06 72.50
Web Ads. 82.09 73.51 85.55 79.77 73.08
Coupon booklets 91.13 81.25 100.56 90.92 90.77
Travel Clubs/Web blogg 86.26 73.51 84.80 83.20 85.46
MKTG Literature 95.30 86.41 93.81 94.35 82.51
Travel Brochure 96.70 92.85 95.31 99.50 94.30
Travel Listserves 89.74 77.38 93.06 91.78 89.59
WOM 126.61 140.57 147.84 120.94 151.47
Standard Index 100 100 100 100 100

Importance of Hotel Information Sources by Hotel Type for Action Plans

The customers evaluated differently the importance of hotel informationesourc
by hotel type (i.e., budget, mid-price, high-end, and luxury hotel). Thdaseguhe
importance were also reported in rank order in terms of the CE-based segnients. T
importance of hotel information sources by the luxury hotel was deleted bedamae

respondents.
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Budget Hotel Type:

Relationship-Seeking Customer Segment (RSCS) considered “Phone\Call” (
6.80,SD= 0.41) the most important source in the budget hotels. “E-ndi¥ 6.60,SD
=0.50), “Web Search™M = 6.60,SD= 0.50), and “WOM” M = 6.60,SD= 0.81) were
perceived as the second important source, followed by “Hotel Webigite"§.40,SD =
0.50) in the budget hotels.

As for convenience-Seeking Customer Segment (CSCS), “Hotel Webdite” (
5.67,SD= 0.96) was perceived as the most important source in the budget hotel. Next,
“Phone Call” M =5.33,SD= 1.27) and “Web SearchfM = 5.33,SD=1.27) were
perceived at the same rank, followed by “Chain Webske=(5.00,SD= 1.66) in the
budget hotels. In the following, “Travel Websit € 4 .67,SD= 1.73) and “Meta
Search” M = 4.67,SD= 1.73) also were ranked by the fifththe budget hotels.

Quality-Seeking Customer Segment (QSCS) considered “E-nvai §.00,
SD=0.83) and “"WOM” {1 = 6.00,SD= 1.44) the most important source in the budget
hotels. “Hotel Website’NMl = 5.00,SD = 2.20) was perceived as the third important
source, followed by “Chain WebsiteM(= 4.67, SD = 1.73), and “CRSKM(= 4.67,SD =
1.73) at the same rank in the budget hotels.

Brand Image-Seeking Customer Segment (BSCS) evaluated “Chain &Vélldsit
=5.00,SD= 1.43) as the most important source in the budget hotels. “Hotel Website”
(M =4.80,SD=1.18), “Travel Web” M = 4.80,SD= 1.49), “Web Search’™M = 4.80,
SD=1.34), and “Phone CallM = 4.80,SD = 2.16) were perceived as the second

important sources in the budget hotels.
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Price-Seeking Customer Segment (PSCS) assessed “PhoneMCalB.86,SD =
1.72) as the most important source in the budget hotels. “Hotel Webdite4(93,SD
= 1.80) was perceived as the second important source, followed by “W@M4(71,
SD= 1.63), “Web Search’M = 4.64,SD=1.80), and “CRS"MI = 4.21,SD= 1.75) in
the budget hotels. Customers in the budget hotels considered “Hotel Website” one of the

significant marketing tools in all segments (see Table 34).
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Table 34. Importance of Hotel Information Source by Budget Hotel

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
Hotel Hotel RSCS CSCS QSCS BSCS PSCS
Type | Mormation (n=32) (n=22) (n=39) (n=31) (n=51)
Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank

Phone Call 6.80| 041 1 533 | 127| 2 400 | 250 6 480 216 2 536 | 172| 1
Fax 6.00 | 0.64 7 2000 000 12| 16f 096 2p 280 18513 | 329 | 158| 11
Direct Mail 560 | 103| 14| 167 048 14/ 16y 096 22 280 | 185| 13| 329| 154 11
Newsletter 440| 188 24| 200 00D 12 300 1p6 10 802 185| 13 | 279 132 16
E-mail 6.60 | 050 333 | 127 9 6.00| 0.83 260 | 151| 16| 414 189 6
Hotel Website 6.40| 0.50 567 | 096| 1 500 | 220| 3 480 | 118 493 | 180| 2
Chain Website 6.00| 1.11 7 5.0 16 4 467 | 173 500 | 143 407 | 176 7
Travel Website 540| 121 15| 467 17 5 367 | 254 8 4.80| 1.49 400 | 174
Meta Search 540 121 15| 467 17 5 167 | 096| 22| 320 078 9 350 173 9
Web Search 6.60| 050 2 533 | 127| 2 367 | 254 8 480 134 2 464 | 180
CRS 6.20 | 1.18 6 433 0.4 7 46y 11 4 420 | 174 6 421 179 5
Cor. Travel 480 | 174| 20| 167 048 14| 200 144 16 300  1/69 10179 | 1.02| 24

Budget Manager

Hotel Lg% n?a"e' 480 | 174| 20| 167 048 14 200 144 16 200 olo1 03229 | 1.34| 18
Newspaper Ads. |  4.80|  0.99 200 16f 048 14  3po 14410 | 220 | 099| 19| =221 121 20
Magazine Ads. 520/ 099 18] 167 048 14 200 1l44 6 | 200 | 091| 23| 221/ 114 20
Radio Ads. 480| 099 20| 167 048 14 200 144 16 202/ 118| 19 | 200| o085 22
TV Ads. 540 | 121| 15| 167 048 14/ 20p 144 1  2p0118 | 19 | 193| o080 23
Web Ads. 500| 091 19| 167 048 14 2.do n4 16 o022118| 19 | 229| 139 18
Coupon booklets| ~ 5.80| 1.1 11/ 16f 048 14  4po 2506 340 | 188 8 321 121 13
ngvse' Clubs’Web | 589 | 099 | 11 | 1.67| 04d 14| 267 127 12 300 1/43 103.14 | 125| 14
mnga(t;ure 6.00 | 1.11 7 267| o096 10| 267 127 12 300 1p8 10257 | 135| 17
Travel Brochure | 6.00| 1.1 7 267 096 1 233 1p714 | 240 | 103| 17| 336 133 10
Travel Listserves| 5.80| 118 11| 16f 048 14 283 271 14 | 240| 103| 17| 314 156 14
WOM 6.60 | 081| 2 433 | 2.09 7 6.00] 144 1 3.80 | 1.49 7 471 163 3

Note:

#Mean values were computed on the basis of 7-pdketrt-type scale 7Extremely Importantto 1 (Not at all Importany.
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Mid price Hotel Type:

Relationship-Seeking Customer Segment (RSCS) considered “WKAM"§.06,
SD=0.94) the most important source in the mid-price hotels. “Hotel WebBite” (
6.00,SD = 1.50) were perceived as the second important source in the mid-price hotels,
followed by “Phone Call”’M = 5.76,SD= 1.52). Next, “Chain WebsiteM = 5.35,SD
=1.61)" and “Travel Website'M = 5.35,SD= 1.46) were considered important at the
same rank in the budget hotels.

In Convenience-Seeking Customer Segment (CSCS), “Phone MaH'6(12,SD
= 1.28) and “Hotel Website'M = 6.12,SD= 0.79) were perceived as the most important
sources in the mid price hotels. Next, “WOM € 5.88,SD= 0.93) was evaluated
importantly, followed by “Travel WebsiteM = 5.63,SD= 1.12) and “Web SearchM
=5.38, SD = 1.33) in the mid-price hotels.

Quality-Seeking Customer Segment (QSCS) considered “Hotel Welldite” (
5.60,SD= 1.57) the most important source in the mid-price hotels. “WQW=(5.25,
SD=1.52) was perceived as the second important source, followed by “PhoneVCall” (
5.20, SD = 1.51), “E-mail’M = 4.95,SD = 1.89), and “Travel WebsiteM = 4.75,SD=
1.61) in the mid-price hotels.

Brand Image-Seeking Customer Segment (BSCS) evaluated “WRIM"H.67,

SD = 1.18) as the most significant source in the mid-price hotels. As the second
important source, “Phone CallfM(= 5.58,SD = 1.56) and “Hotel Website'M = 5.58,
SD=1.26) were considered important at the same time. Next, “Travel Welbdite” (
5.25,SD= 1.10) and “Web SearchM = 5.25,SD= 1.49) were also considered

important at the same time.
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Finally, Price-Seeking Customer Segment (PSCS) assessed “Phon@v/Gall”
5.58,SD= 1.50) and “WOM” M = 5.58,SD= 1.58) the most important sources at the
same time in the mid-price hotels. “Hotel Website’£ 5.38,SD= 1.32) was perceived
as the third important source, followed by “Hotel Websitd"{4.88,SD= 1 .95) and

“Travel Website” M = 4.87,SD= 1.51) in the mid-price hotels (see Table 35).
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Table 35. Importance of Hotel Information Source by Mid-price Hotel

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
Hotel Hotel RSCS CSCS QSCS BSCS PSCS
Type | Mormation (n=32) (n=22) (n=39) (n=31) (n=51)
Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank

Phone Call 576| 152 3 612 | 1.28] 1 520 | 151| 3 558 | 1.56| 2 558 | 150| 1
Fax 376 | 202| 16| 238 159 22 350 154 18 4p5s 917 12 | 3.04| 191| 16
Direct Mail 388 | 1.94| 14| 325 187 14/ 320 147 1p 433 | 1.94| 11 | 283 159 22
Newsletter 400| 204 11| 200 o08f 23 275 14l 21 423 166| 22 | 242| 123 24
E-malil 512 | 215| 8 4.88| 1.84 8 495 14 4 467 | 211| 8 488 1.99
Hotel Website 6.00| 150 2 612 | 079| 1 560 | 157| 1 558 | 1.26| 2 538 | 1.32| 3
Chain Website 535 1.6 525 | 131| 6 465 1.69 6 525 1.8 408 | 173| 8
Travel Website 535 146 4 563 | 1.12| 4 475 | 161| 5 525 | 1.10| 4 487 | 151| 5
Meta Search 412| 1.8 387 204 9 345 209 14 084 190 | 16 | 3.37| 189 10
Web Search 518/ 1.1 538 14 5 445 | 172| 7 525 149 4 454 | 181| 6
CRS 524 | 177 6 525 1.44 6 380 151 g 483 158 7454 | 183

Mid ﬁg;'aggar"e' 347 | 189 | 21| 188 o079 24| 290 11 18  4p5 165 12304 | 1.49| 16

P ol Xé‘é n?a"e' 347 | 218| 21| 250 101 20| 260 150 28 467 150 8317 | 1.65| 13
Newspaper Ads.| 353 1.89 19 338 151 12 285 17720 | 333 | 150| 23| =296 134 18
Magazine Ads. 371 174 17| 300 167 15 2J0 159 2 » 375 | 1.60| 18 | 296 143 18
Radio Ads. 359| 165 18| 259 118 20 235 153 24 173 153 | =24 | 292| 142 20
TV Ads. 394 | 135 12| 300 142 15| 29p 148 1B  3B31.68 | 17 | 2.88| 140 21
Web Ads. 341| 165 24| 287 170 184 325 1y9 15 537179 | 18 | 283 160 22
Coupon booklets|  4.12|  2.0d 9 362 188 11 385  1]99 8 450 | 186| 10| 325 174 11
bge UM 547 | 213| 21| 287 179 18] 310 179 1y 367 1776 20308 | 161| 15
L"i’lga?ure 388 | 197| 14| 337| 181 13| 365 199 12 367 125 p0312 | 151| 14
Travel Brochure | 3.94| 193 12| 387 178 370 10110 | 417 | 147| 14| 342 176 9
Travel Listserves| 3.53| 189 19| 30p 133 15  3J0 911 10 | 417 | 158 14| 3258 18 11
WOM 606 | 094| 1 588 | 093] 3 525 | 152| 2 567 | 1.18| 1 558 | 158| 1

Note:

#Mean values were computed on the basis of 7-pdketrt-type scale 7Extremely Importantto 1 (Not at all Importany.
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High-end Hotel Type:

Relationship-Seeking Customer Segment (RSCS) considered “Phone\Call” (
6.00,SD= 0.71) the most important source in the high-end hotels. “Chain Webdite” (
=5.63,SD= 1.51) was perceived as the second important source in the high-end hotels,
followed by “Hotel Website” = 5.50,SD= 1.67). Next, “Travel Website'M = 5.38,
SD=1.12) and “Corporate Travel ManageM € 5.38,SD= 1.51) were considered
important at the same time in the high-end hotels.

Convenience-Seeking Customer Segment (CSCS) considered “Hotel Wéldsite”
= 6.09,SD= 1.00) the most significant source in the high-end hotels. “Phone ®aH” (
5.45,SD = 1.62) was perceived as the second important source in the high-end hotels,
followed by “Travel Website”"Nl = 5.27,SD= 1.36), “Chain Website'M = 5.18,SD=
1.27), and “WOM” M = 4.91,SD= 1.51) in the high-end hotels.

Quality-Seeking Customer Segment (QSCS) considered “Phone KaH5(73,
SD=1.92) and “WOM” M = 5.73,SD= 1.22) the most important source at the same
time in the high-end hotels. “Hotel Websit®1 € 5.64,SD= 1.56) was perceived as the
third important source, followed by “Chain Websit®! € 4.73,SD= 1.77). Next,

“Travel Website” Ml = 4.64, SD = 1.98) and “Web SearcM € 4.64,SD= 2.07) were
evaluated as the important sources at the same time in the high-end hotels.

Brand Image-Seeking Customer Segment (BSCS) considered “Hotelt&V¢bki
=5.64,SD= 1.07) the most significant source in the high-end hotels. “Phone ®aH” (
5.55,SD= 1.68) was perceived as the second important source in the high-end hotels,
followed by “CRS” M = 4.73,SD= 1.87), “Chain Website'M = 4.55,SD= 1.84), and

“Web Search” i = 4.27,SD= 1.55) in the high-end hotels.

199



Finally, Price-Seeking Customer Segment (PSCS) considered “WRIM"K.70,
SD=1.35) the most significant source in the high-end hotels. “Hotel WebBite” (
5.40,SD= 1.57) was perceived as the second important source in the high-end hotels,
followed by “E-mail” M = 5.20,SD= 2.05), “Web Search'M = 5.10,SD= 1.59), and

“Travel Website” M = 4.80,SD= 1.90) in the high-end hotels (see Table 36).
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Table 36. Importance of Hotel Information Source by High-end Hotel

Cluster 1 Cluster 2 Cluster 3 Cluster 4 Cluster 5
Hotel Hotel RSCS CSCS QSCS BSCS PSCS
Type | Mormation (n=32) (n=22) (n=39) (n=31) (n=51)
Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank | Mean® SD Rank
Phone Call 600 o071 1 545 | 162| 2 573 | 192| 1 555 | 168| 2 440 | 230 7
Fax 450 | 142 13| 273 143 22| 378 215 g 2773 09720 | 290 | 208| 16
Direct Mail 475 | 149| 11| 255 131 24 32F 210 13 273 | 143| 20| 330 225 10
Newsletter 450| 142 13| 264 150 23 285 184 20 822 159| 17 | 320 =208 11
E-mail 500 | 151 8 418  1.96 8 464 24 5 418 | 171 6 520 2049 3
Hotel Website 550 167 3 6.09 | 1.00| 1 564 | 156| 3 564 | 1.07| 1 540 | 157| 2
Chain Website 563| 151 2 518 | 1.27 473 | 177| 4 455 | 1.84 460 | 175 6
Travel Website 538 1.12 527 | 136| 3 464 | 198| 5 373 | 172 9 480 1994 5
Meta Search 500 1.42 8 409 141 9 355 184 10 912 189 | 15 | 380| 219 8
Web Search 550 159 4 445 | 131 7 464 2071 5 427 | 155 510 | 159| 4
CRS 450 | 142 13| 458  1.4% 6 400 174 g 43 1 3.70 | 2.06 9
Cor. Travel 538 | 151| 5 391 | 157 10| 245 179 21| 2783 182 2p 240 1l8122
High-end Manager

Hotel Xé‘é n?a"e' 488 | 198| 10| 373 219 11| 28 146 18 345 232 11240 | 1.81| 22
Newspaper Ads. |  4.38]  1.74 17l 336 188 15 245 15721 | 318 | 200 14| 310 171 12
Magazine Ads. 450/ 182 13| 3565 173 12 282 1/81 8 I 345 | 216| 11| 290 187 16
Radio Ads. 425| 200 22| 300 171 19 245 1bk1 21 822/ 191| 17 | 250| 181 =21
TV Ads. 438 | 188| 17| 345 157 13| 245 151 210 2B2191| 17 | 270| 180 19
Web Ads. 425| 180 22| 30d 16p 19 318 1p5 15 426178 | =24 | 240| 181 22
Coupon booklets| 3.87| 146 24/ 300 184 1B  3p6 16811 | 291 | 169| 15| 310 182 12
e UMl 437 | 167| 20 | 300 159 19| 318 186 15 273 182 20270 | 180 19
L"i’lga?ure 437 | 123| 20| 336 150 15/ 327 2d6 18 364 228 10290 | 1.82| 16
Travel Brochure | 4.63| 151 12| 345 157 3 336 1/8811 | 391 | 1.94| 8 3100 171 12
Travel Listserves| 4.38| 167 17| 327 143 7 318 961 15 | 336| 202| 13| 300 174 15
WOM 512 | 1.28 7 491 151 5 573 | 122| 1 418 | 1.96 6 570 139 1

Note:

#Mean values were computed on the basis of 7-pdketrt-type scale 7Extremely Importantto 1 (Not at all Importany.
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Multidimensional Scaling —Hotel Information Sources

Finally, MDS was conducted to visualize which of the hotel information sources
were perceived as being similar by each of the market segments. Bngitiie mean
and standard deviation scores of the importance of each hotel information source, this
study determined the hotel information sources that are most effectivelfioofehe CE
segments. From the data set, hotel information sources were selected ilowWiadd4
categories with the number of items in each category shown parenthetibalhe €all
(11), Fax (12), Direct Mail (13), Newsletter (14), E-mail (I5), Howebsite (16), Chain
Website (17), Travel Website (I18), Meta Search (19), Web Search (11(8,(0R),
Corporate Travel Manager (112), Independent Travel Agent (113), Newspapet&gs. (
Magazine Ads. (115), Radio Ads. (116), TV Ads. (117), Web Ads. (118), Coupon booklets
(129), Travel Clubs/Web blogs (120), Hotel Marketing Literature (I121)y&8rochure
(122), Travel Listserves (123), and WOM (124). In a MDS map of perceivadasities,
this study suggested the effective marketing tools in a similar group. Wé3$un by
the CE-based segment and hotel type.

Measures of goodness of fit are effect size measures assessinglhthe WS
model fits the dataStresds a goodness of fit measure for MDS models. The smaller the
stress is, the better the fit is. Others for such measures of goodnesseoifithe
following: Squared correlation indef?, Average RSQandIndividual RSQSquared
correlation indexR?is a common fit measure, wifk>.60 considered acceptable fit.
SPSS generat&tressandSquared correlation indef® as measures of goodness of fit
under the label of RSQ. RSQ is simply the squared correlation of the input distances

with the scaled p-space distances using MDS coordinates (Abdi, 2007). RS thélec
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proportion of variance of the input distance data accounted for by the scaled data or vice
versa. In the following sections, the results of MDS by the CE-based se@néritstel
type were described.

Relationship-Seeking Customer Segment (RSCS):

In the RSCS, goodness of fit is acceptable according to hotel type such as budget,
mid-price, and high-end hotels. The resulting two-dimensional preferenceweep
shown in Figure 11. As for the budget hotels, the results of two-dimensional preferenc
map achieved an excellent statistical fit between the input disstredaand the output
spatial distances (r = 0.808; stress = 0.204). It can be seen there is aréeviail-
Newsletter-Chain Web-CRS-Coupon-Travel Club-MKTG LiteratureeBure-Listerves
(12-3-4-7-11-19-20-21-22-23)" cluster, “Phone Call-Email-Web Search-WQMN5{10-
24)” cluster, and “Travel Web-Meta Search-TV Ads. (18-9-17)” cluskach of these
clusters was viewed similarly. “Phone Call-Email-Web Search-WQN510-24)"
cluster is closer to the first cluster (12-3-4-7-11-19-20-21-22-23) than tloecthster (18-
9-17). The average importance scores of each cluster may indicate tinghtrethe
average scores, the better similar action plans group. According to thgeaneran
scores of each cluster, it may suggest that the “11-5-10-24" clhdterg.65,SD = 0.56)
is more effective action plans group than the other clusters: “12-3-4-7-11-29-20-
23" cluster M = 5.76,SD= 1.41); and “I18-9-17” clusteiM = 5.4,SD= 1.21).

As for the mid-price hotels, the MDS map was acceptable as an excellent
statistical fit (r=0.832; stress=0.215). It can be seen there is an “Inel Prgent-News
Ads.-Travel Club-MKTG Literature-Brochure-Listerves (113-14-20-2123% cluster

and “Cor. Travel Manager-Magazine Ads.-Web Ads. (112-15-18)” cluster. Eachsef the

203



clusters was viewed similarly. According to the average mean scagastotluster, it
may suggest that the “113-14-20-21-22-23"clusir<3.64,SD= 2.00) is more
effective action plans group than the “l12-15-18" cluskér=3.53,SD= 1.77).

The MDS map in the high-end hotels was also achieved an excellenicstidiist
(r =0.881; stress = 0.206). It can be seen there is a single big clusteNeWwaletter-
Hotel Web-Chain Web-Travel Web-Meta Search-Web Search-CRS-GmelTr
Manager-Ind. Travel Agent-News Ads.-Magazine Ads.-Radio Ads.-TV Ad$®-Mds.-
Travel Club-MKTG Literature- Brochure-Travel Listserves4k5-7-8-9-10-11-12-13-
14-15-16-17-18-20-21-22-23).” This cluster was viewed similarly. The average

importance scores of this cluster is 4.W) énd 1.58 $D).
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Figure 11. RSCS_MDS Map of Hotel Information Sources by Hotel Type
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Convenience-Seeking Customer Segment (CSCS):

In the CSCS, goodness of fit is acceptable according to hotel type such as budget,
mid-price, and high-end hotels. The resulting two-dimensional preferenceaneaps
shown in Figure 12. As for the budget hotels, the results of two-dimensional preferenc
map achieved an excellent statistical fit between the input dissimesaaind the output
spatial distances (r = 0.908; stress = 0.203). It can be seen that thererecaMail-

Cor. Travel Manager-Ind. Travel Agent-News Ads. (13-12-13-14)” clustestéHNeb-
Travel Web-Meta Search-CRS-MKTG Literature-Brochure (16-Bt21-22)” cluster,
and “Phone Call-Chain Web-Web Search-WOM (11-7- 10- 24)” cluster. Eablesd t
clusters was viewed similarly. “11-7-10-24" cluster is closer to gwesd cluster (16-8-
9-11-21-22) than the first cluster (13-12-13-14). The axes are more ditficulterpret
than the groups, but it might be said there are two axes: the horizontal and vegscal a
In the budget hotel, it might be said there is the horizontal “I3-12-13-140vé5-7-10-
24" axis. The average importance scores of each cluster may indicatesthagher the
average scores, the better similar action plans group. According to the aveeage m
scores of each cluster, it may suggest that the “11-7-10-24" clhdter5(00,SD = 1.57)
is more effective action plans group than the other clusters: “I13-12-13-14&rcfuils=
1.67,SD= 0.48); and “I6-8-9-11-21-22" clustei(= 4.11,SD= 1.13).

As for the mid-price hotels, the MDS map was acceptable as an excellent
statistical fit (r = 0.857; stress = 0.174). It can be seen there is al&ttewCor. Travel
Manager-Ind. Travel Agents-Magazine Ads.-Radio Ads.-Web Ads.-Travel@KibG
Literature (14-12-13-15-16-18-20-21)"cluster, “News Ads.-TV Ads.-Trdvslerves

(114-17-23)” cluster, and “Chain Web-Travel Web-Web Search (17-8-10)teslusach
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of these clusters was viewed similarly. “114-17-23" cluster is clastre first cluster
(14-12-13-15-16-18-20-21) than the third cluster (17-8-10). It might be saidithtdre
horizontal “14-12-13-15-16-18-20-21" versus “17-8-10" axis. According to the average
mean scores of each cluster, it may suggest that the “I7-8-10" clMsteb(42,SD=
1.25) is more effective action plans group than the other clusters: “I4-12-13-15-16-18-20
21" cluster M = 2.62,SD= 1.34); and “114-17-23” clusteM = 3.13,SD = 1.42).

The MDS map in the high-end hotels was also achieved an excellent stiditstic
(r =0.731; stress = 0.243). It can be seen there is a single big cluster,ANews
Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Coupon-Travel Club-MKTG Liteea
Brochure-Travel Listserves (114-15-16-17-18-19-20-21-22-23).” This clus®r wa

viewed similarly. The average importance scores of this group isN)2&nd 1.64 $D).
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Quality-Seeking Customer Segment (QSCS):

In the QSCS, goodness of fit is acceptable according to hotel type such as budget,
mid-price, and high-end hotel. The resulting two-dimensional preference reeps w
shown in Figure 13. In the budget hotels, the results of two-dimensional preference map
achieved an excellent statistical fit between the input dissimgamind the output spatial
distances (r = 0.926; stress = 0.123). It can be seen there is an “Enaall\WWeb-Web
Search (15-8-10)” cluster, “Fax-Direct Mail-Meta Search-Corvé&ldanager (12-3-9-
12)” cluster, and “Phone Call-Travel Club-MKTG Literature (11-20-240ister. Each of
these clusters was viewed similarly. “12-3-9-12" cluster is claséne third cluster (11-
20-21) than the first cluster (15-8-10). It might be said there is the horiZtsy&i10”
versus“l1-20-21" axis. The average importance scores of each clustarditaye that
the higher the average scores, the better similar action plans group. Agdorthe
average mean scores of each cluster, it may suggest that the “I15-8t@t §h = 4.45,
SD=1.97) is more effective action plans group than the other clusters: “12-3-9-12"
cluster M = 1.75,SD= 1.08); and “I1-20-21" clusteM = 3.11,SD = 1.68).

As for the mid-price hotels, the MDS map was acceptable as an excellent
statistical fit (r = 0.658; stress = 0.267). It can be seen there is an fawkl Agents-
Radio Ads.-TV Ads.-Travel club (113-16-17-20)"cluster and “CRS-Cor. Travel Mange
News Ads.-Magazine Ads. (111-12-14-15)" cluster. Each of these clustergieveed
similarly. The second cluster (111-12-14-15) is close to the first cluste1@117-20).
According to the average mean scores of each cluster, it may suggest thit-th2-14-
15” cluster M = 3.06,SD = 1.65) is more effective action plans group than the “I113-16-

17-20" cluster 1 = 2.74,SD= 1.58).
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The MDS map in the high-end hotels was also achieved an excellent stiditstic
(r =0.737; stress = 0.251). It can be seen there is “Fax-Direct MasiBigev-Coupon
(12-3-4-19)” cluster as well as “Ind. Travel Agent-News Ads.-Maga2aide.-Radio
Ads.-TV Ads.-MKTG Literature (113-14-15-16-17-21)" cluster. Each of tledgsters
was viewed similarly. According to the average mean scores of eadr ciustay
suggest that the “12-3-4-19” clustevl (= 3.23,SD = 1.94) is more effective action plans

group than the “113-14-15-16-17-21" clustét € 2.714,SD= 1.72).
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Brand Image-Seeking Customer Segment (BSCS):

In the BSCS, goodness of fit is acceptable according to hotel type such as budget,
mid-price, and high-end hotel. The resulting two-dimensional preference reeps w
shown in Figure 14. As for the budget hotels, the results of two-dimensional preferenc
map achieved an excellent statistical fit between the input dissimesaaind the output
spatial distances (r = 0.926; stress = 0.153). It can be seen there is aréeviail-

News letter-Email-Ind. Travel Agent-News Ads.-Magazine Ads.-Radi®. AV Ads.-
Brochure-Travel Listserves (12-3-4-5-13-14-15-16-17-22-23)" cluster,éHdeb-Chain
Web-Travel Web (16-7-8)” cluster, and “Web Search-CRS-Cor. Travel Maflageel
Club-MKTG Literature (110-11-12-20-21)" cluster. Each of these ctastas viewed
similarly. “16-7-8" cluster is closer to the third cluster (110-11-12-20tB&h the first
cluster (12-3-4-5-13-14-15-16-17-22-23). The average importance scorehaflester
may indicate that the higher the average scores, the better similar aatisrgriup.
According to the average mean scores of each cluster, the results may thagdgke
“16-7-8” cluster M = 4.87,SD= 1.37) is more effective action plans group than the other
clusters: “12-3-4-5-13-14-15-16-17-22-23" clustdt € 2.4,SD = 1.30); and “l10-11-12-
20-21" cluster 1 = 3.6,SD= 1.50).

In the mid-price hotels, the MDS map was acceptable as an excelleticsddit
(r =0.716; stress = 0.234). It can be seen there is a “Travel Web-Meta-Seavrel
Club-MKTG Literature-Brochure-Travel Listserves (18-9-20-2128) cluster, “CRS-

Cor. Travel Agent-Ind. Travel Agent-WOM (111-12-13-24)" cluster, “News Ads.-
Magazine Ads.-Radio Ads.-TV Ads.-Web Ads. (114-15-16-17-18)” cluster, and “Phone

Call-Fax-Direct Mail-Newsletter-Email-Hotel Web-Chain Wéb-2-3-4-5-6-7)" cluster.
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Each of these clusters was viewed similarly. The axes are moreldifdiecnterpret than
the groups, but it might be said there are two axes: the horizontal and veesallax
mid-price hotel, it can be seen as the horizontal “111-12-13-24" versus “114-15-16-17-18"
axis. According to the average mean scores of each cluster, it may shggédst “111-
12-13-24" clusterNl = 4.86,SD= 1.48) is more effective action plans group than the
other clusters: “18-9-20-21-22-23" clustév & 4.17,SD= 1.51), “114-15-16-17-18"
cluster M = 3.57,SD= 1.62), and “I1-2-3-4-5-6-7" clusteM= 4.73,SD= 1.74).

The MDS map in the high-end hotels was also achieved an excellent stiditstic
between the input dissimilarities and the output spatial distances (r = 0.833=stres
0.248). It can be seen there is “Direct Mail-Newsletter-Cor. Travelger-Iind. Travel
Agent-New Ads.-Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Coupon-Travel Club-
Travel Listserves-WOM (13-4-12-13-14-15-16-17-18-19-20-23-24)" cluster, “Web
Search-MKTG Literature-Brochure (110,21,22)” cluster, and “Hotel WebirChéaeb-

CRS (16-7-11).” Each of these clusters was viewed similarly. “I110-21{28%er is
closer to the third cluster (16-7-11) than the first cluster (13-4-12-135t46-17-18-19-
20-23-24). According to the average mean scores of each cluster, it may shajgbst t
“16-7-11" cluster M = 4.97,SD= 1.59) is more effective action plans group than the
other clusters: “13-4-12-13-14-15-16-17-18-19-20-23-24" clugier(3.06,SD = 1.88)

and “110-21-22” clusterMl = 3.94,SD= 1.92).
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Figure 14. BSCS_MDS Map of Hotel Information Sources by Hotel Type
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Price-Seeking Customer Segment (PSCS):

In the PSCS, goodness of fit is acceptable according to hotel type such as budge
mid-price, and high-end hotel. The resulting two-dimensional preference reeps w
shown in Figure 15. As for the budget hotels, the results of two-dimensional preferenc
map achieved an excellent statistical fit between the input dissimesaaind the output
spatial distances (r = 0.746; stress = 0.227). It can be seen there are “News Ads
Magazine Ads.-Radio Ads.-TV Ads.-Web Ads. (114-15-16-17-18)” cluster, “EmaiéH
Web-Chain Web-Travel Web-Meta Search (15-6-7-8-9)” cluster, “PhonelDaitt
Mail-Web Search-CRS-Travel Club (11-3-10-11-20)” cluster, and “NevestdtKTG
Literature-Brochure (14-21-22)” cluster. Each of these clusters wadisimilarly.
“14-21-22" cluster is closer to the third cluster (11-3-10-11-20) than the othstecs.

The average importance scores of each cluster may indicate thatitbethgyaverage
scores, the better similar action plans group. According to the average moesna$c
each cluster, it may suggest that the “I5-6-7-8-9” cluster @.13,SD= 1.78) and “I1-3-
10-11-20" clusterM = 4.13,SD= 1.61) are more effective action plans groups than the
other clusters: “ 114-15-16-17-18" clustévl € 2.13,SD= 1.08) and “I4-21-22" cluster

(M =2.91,SD=1.34).

In the mid-price hotels, the MDS map was acceptable as an excellesticsiit
between the input dissimilarities and the output spatial distances (r = 0.756=stres
0.262). It can be seen there is a “Newsletter-Cor. Travel Manages-Nds.-Magazine
Ads.-TV Ads.-Web Ads.-MKTG Literature-Brochure-Travel Listses\(14-12-14-15-17-
18-21-22-23)"cluster and “Chain Web-Meta Search-CRS (17-9-11)” clugiach of

these clusters was viewed similarly. According to the average meas steigch
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cluster, it may suggest that the “I7-9-11" clustdr£ 4.00,SD = 1.82) is more effective
action plans groups than the “14-12-14-15-17-18-21-22-23" cluster 2.99,SD =
1.51).

The MDS map in the high-end hotels was also achieved an excellent stiditstic
between the input dissimilarities and the output spatial distances (r = 0.78}=stres
0.260). It can be seen there is “Fax-Newsletter-Cor. Travel Managefavel Agent-
Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Travel Club-MKTG Literat8rechure
(12-4-12-13-15-16-17-18-20-21-22)" cluster and “Phone Call-Email-Hotel Web-@)*-
cluster. Each of these clusters was viewed similarly. According vdrage mean
scores of each cluster, it may suggest that the “I11-5-6” clugter%.00,SD= 1.97) is
more effective action plans groups than the “12-4-12-13-15-16-17-18-20-21-22" cluster

(M = 2.74,SD= 1.85).
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Figure 15. PSCS_MDS Map of Hotel Information Sources by Hotel Type
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CHAPTER V

CONCLUSION

Introduction
This chapter provides a summary of findings in Phases | and Il, and provides
practical implications along with a discussion of potential topics for fuasearch. The
discussion and managerial and theoretical implications are considered $gpataie
sections. The first section discusses the findings of the qualitative studgeddrel
section discusses the outcome of three research propositions. In each sectiomary sum
of key findings is provided, and then contributions to management practice and theory are

discussed. Finally, limitations of this study and future topics are présente

Phase |
Discussion and Implications
This section discusses the key findings of the qualitative study. The focus group
was employed to determine the primary sub-drivers of Customer Equityr(@te) hotel
industry. In this study, the focus group discussions identified the prirttebutes of
CE that influence the selection of a hotel. The five key CE dri@ansyenience,
Quiality, Price, Brand ImagendRelationshipvere observed in the hotel industry as the

most significant CE drivers for selecting a hotel. These findings
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support previous studies that reported that the key CE drivers were value, brand, and
relationship equity (Rust et al., 2000; Lemon et al., 2001; Severt, 2007). In previous
studies, value equity constituted of convenience, quality, and price drivers. Hpweve
this current research’s intent was to identify the five key CE drieerthé hotel industry.
The research consequently found that convenience, quality, and price driveonhaefe
the key drivers respectively in the hotel industry rather than being a sub drivieeiin ot
industries.

Phase | made an empirical contribution by identifying the primary five Grdri
in the hotel industry. The focus of previous studies on CE were in the airlineryndust
(Rust et al., 2000; Rust, Lemon, & Zeithaml, 2004), the convention industry (Severt,
2007), and the financial industry (Hanssens et al., 2008). Voorhees (2006) collected data
from different types of industries including airline, hotel, grocery, asthoeant and his
study was also based on previous CE drivers found by Rust, Lemon,and Zeithaml| (2004).
Unlike previous studies, this current research focused on the hotel industry and

determined the five CE drivers.

Limitation and Future studies

The researcher conducted the only one focus group study for this research. The
result of the qualitative study was based upon this single focus group study.thEhus
results might not have covered all the divergent views of consumers’ perception and
preferences for selecting a hotel in all regions. Ideally, future stsldgegd conduct at
least four focus group studies based on geographic regions (e.g., West, Midist

and Northeast in the USA). Also, validation is another limitation for the contenysanal
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Consensus was used instead. The focus group had a bias because customers were not
included.

Alternatively, other characteristics such as the types of hotelsisagyhe
payment source, or the purpose of visit could also be used. Such a study will better
capture the nuances of a divergent group of customers’ idiosyncrasies fangleoos

hotel.

Phase Il

The first research question was:
“What are the core Customer Equity drivers for segmentation of the hotel industry?”
Discussion and Implications

To answer the first research question, the results of the qualitative syadging
the CE drivers were used to build the questionnaire in order to segment customers in
terms of the CE drivers. As a result of factor analysis, this study cexfistatistically
that CE was comprised of the five key CE drivers in the hotel industry - “Converiienc
“Quality,” “Price,” “Brand Image,” and “Relationship.” Also, in terms bétCE drivers,
the customers were segmented into five clusters: “clusielationship-Seeking
Customer Segme(RSCS);” “cluster 2Convenience-Seeking Customer Segment
(CSCS);” “cluster 3Quality-Seeking Customer Segm@8&CS);” “cluster 4Brand
Image-Seeking Customer Segm@&8CS);” and “cluster FPrice-Seeking Customer
Segmen{PSCS).” The first segment consider&elationship) the most important
weighted driver of the five CE drivers. The second segment revealetirateénience
was the key driver; the third segment reveal@dality’ as the primary driver; the fourth

segment revealedBftand Imagé as the significant driver; and the fifth segment revealed
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“Price” as the main driver, respectively. The five-clustering solution was proper fo
organizing the data concerning customers’ CE drivers they sought. In conclussen, the
findings confirmed that CE consisted of the five key CE drivers in the hotelpgdimis,
customers were also divided into the five groups in terms of the five CE drivers.

Additionally, according to the results of non-weighted importance scores for the
CE drivers, customers in tiielationship-Seeking Customer SegniB&CS) considered
all five factors (i.e., convenience, relationship, quality, brand imageprace) important
compared to other segments for selecting a hotel.

The current study provides a valid solution for segmenting customers more
precisely unlike the traditional segmentation method. The CE-based segomentati
supported the necessity of customization (Rust & Kannan, 2003), customer-centered
management (Rust, Lemon, Zeithaml, 2004), and finer segmentation (Kara &k{ayn
1997). The CE-based segmentation approach added a better understanding akthe prec
needs of an individual customer and his/her patterns for purchasing. Therefore; the C
based segmentation approach contributed to managerial as well as thefon@tidations

by identifying means for measuring marketing effectiveness.

Limitation and Future studies

The hotel patronizing characteristics of frequent travelers may leeathtfthan
that of an average hotel customer. Small sample size for the luxury hotels wes anot
limitation. Thus, this might affect the results of cross tabulation which net

significant in terms of socio-demographic characteristics. If figtudies collect much
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larger data, the results of statistical analyses may not be ceggtaficantly. Future

research should be conducted by type of payment (i.e., personal and business funds).

Proposition 1

Discussion and Implications

This section discusses the key findings of the analyses that tested Bggdthg,

3, 4, and 5 of the first research proposition. Consistent with the findings of Phase | and
the results of the CE-based segmentation in Phase II, the results of Proposition 1
indicated that the CE drivers are dependent on the CE-based segments and hotel type
The CE-based segments w&elationship-Seeking Customer Segn(R&CS),
Convenience-Seeking Customer Segrifte8CS) Quality-Seeking Customer Segment
(QSCS) Brand Image-Seeking Customer SegniBBICS), andPrice-Seeking Customer
Segmen(PSCYS).

Considering the RSCS for the budget hotels, the price driver is more important
than brand image and relationship drivers. This observation seemed appropriate becaus
customers in the budget hotels considered price more important than other drivers. On
the other hand, considering the RSCS for the mid-price hotels, quality, price, and
relationship drivers are more important than the brand image driver. Thisathmer
seemed especially appropriate because customers in the mid-pricebosadered the
relationship driver important as the segment pursuing “relationship.” lticaddi
customers in the mid-price hotels considered quality and price drivers to be asnmporta

as the relationship driver.
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Considering the CSCS, the convenience driver was the most important driver for
all hotel types. This observation seemed appropriate because of this sielgmiEying
“convenience.” Moreover, customers staying in the mid-price and high-esld bbthe
CSCS considered quality and price drivers more important than brand image and
relationship drivers. These results confirm the notion that customers Stayidyprice
and high-end hotels also considered quality and price drivers as being important

As for the QSCS, the quality driver was the most important driver for &l hot
types. This observation seemed appropriate because of this segem@ifiging “quality.”
Additionally, customers of the budget hotels perceived the price driver to lee mor
important than convenience, brand image, and relationship drivers. This observation also
seemed appropriate because customers in the budget hotels considereappricai
compared to other hotel types. Also, customers staying in the mid-price biotied
QSCS considered convenience and price drivers more important than brandnohage a
relationship drivers. The interesting finding was that customers in theeh@jhetels
also considered the price driver as being more important than the branddinvage
although they were staying at the high-end hotels.

Considering the BSCS for the budget hotels, the relationship driver was less
important than convenience, quality, and price drivers. These results revetled tha
customers of the budget hotels also considered these three drivers importaattlaisspi
segment identifying “brand image.” On the other hand, customers of the edaptel
proposed that the brand image driver was more important than convenience and
relationship drivers. This observation seemed especially appropriatesbaxfahis

segment identifying “brand image.” Additionally, the quality drives\aéso considered
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more important than convenience and relationship drivers to customers of theamid-pr
hotels. Of particular the interesting finding was that customers of themag hotels
considered the price driver more important than the relationship driver. déaongithe
BSCS for the high-end hotels, the relationship driver was the least importast. Thi
observation seemed interesting because customers of the high-end hotelsembtiside
relationship driver less important than other drivers, despite this segorsning “brand
image.” Finally, considering the BSCS for the luxury hotels, conveniguedity, and
brand image drivers were more important than the price driver. This obsersatimed
appropriate because they considered the price driver unimportant asupggrsuing
“brand image.” Moreover, they considered convenience and quality drivers more
important than price and relationship drivers.

Finally, considering the PSCS, the price driver was the most importaet thr
all hotel types. This observation seemed appropriate because of this segmiyinglent
“price.” Additionally, customers staying in all hotel types proposeddbatenience and
quality drivers were more important than brand image and relationship drivers. These
findings revealed that this segment was most affected by the price dnddpand image
and relationship drivers were unimportant.

These findings verified the notion that different segments of customers based on
the CE drivers have different values in terms of the five CE drivers. Thisagbpof the
CE-based segmentation provided new insight into how consumers form their importance
opinion about the CE drivers depending on the five CE segments. The results provide a
few implications for marketing managers. These meaningful findings dubgébotel

managers should be advised to segment customers in terms of Customer Equity so tha
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they can understand customers’ specific needs at a deeper level. This deep
understanding of customers may assist hotels to develop more custonwvesessar
order to better meet the needs of their customers. Ultimately, the aetioservices
based on the importance of the CE drivers may assist to maximize a G&etsterms
of each of hotel type.

Additionally, to compare the importance of the CE drivers, a part-worth and a
relative weighted importance scores were calculated for each CE dByeloing this,
the results took into account the relative importance of the drivers that individual
respondents assigned and thus may lead to more accurate results. This sétidglistat
tested the notion that there were significant differences between the €E didpending

on the CE-based segments and hotel type.

Limitation and Future Studies

This study has a few limitations regarding participants of this studghand
sample size of hotel type. First, this study collected data from frequesletsin the
United States only since all the respondents to the survey were obtained from a
commercially available database of frequent travelers in the USAhdteEpatronizing
characteristics of frequent travelers may be different than tlzat aferage hotel
customer. Thus, the results may not be generalized in the hotel industry.

Second, the sample size of the luxury hotels was small, so the results of tlge luxur
hotel sector in two segments, CSCS and PSCS were not presented. Thus ylesustud
not obtain any significant results for the luxury hotels within the CSCS aR3G8.

This study just concluded that there were statistically significaf@rdifces between
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budget, mid-price, and high-end hotels within the CE-based segments. This study could
not compare the significant differences between the luxury hotels and otHdypbese

If future studies collected larger sample of data for the luxury hotelseshés of the
difference between all hotel types would be more reliable. In partithése findings

may assist managers in the luxury hotels to develop customized services for their

customers.

Proposition 2

The second research question was:

“How do the CE-based customer segments respond to marketing efforts?”

Discussion and Implications

This section discusses the key findings of the analyses that tested hgp@heés
8, 9, and 10 of the second research proposition. The results of the regression model in
Conjoint Analysis for Proposition 2 indicated that, considering the CE segments and
hotel type, there were statistically significant relationships betwaeh CE driver and
the market responsiveness in terms of three dependent variables. These dependent
variables were the probability of brand switching, the change in the numtzemof
nights they desire to stay, and the change in room rate they are willing &s #tay
components to affect a hotel’'s CE. Also, this study controlled for funding soutes s
as personal and business funds. Thus, all results were also presented by fundasg sourc
First, in the case of using personal funds of the Relationship-Seeking Customer

Segment (RSCS)cbnvenience drivefabove expected)” for the mid-price hotels was
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responsive to the probability of brand switchin@rdnd image drive(above expected)”
for the high-end hotels was responsive to the probability of brand switching.
Convenience and brand image drivers influenced the decision of brand switching to
customers in the mid-price and high-end hotels respectively. Morebvand‘image
driver (above expected)” for the budget hotels was responsive to the roomReate “
driver (above expected)” for the high-end hotels was responsive to the room ratd. Bra
image and price drivers influenced the room rate they are willingyorsthe budget

and high-end hotels respectively.

In the case of using business funds for the Relationship-Seeking Customer
Segment (RSCS)ptand image drivefabove expected)” for the budget hotels was
responsive to the probability of brand switchin@ohvention drivergas expected and
above expected)” for the high-end hotels were responsive to the probabiligndf b
switching. Brand image and convention drivers influenced the room rate theiliaige
to stay in the budget and high-end hotels respectively. Thus, although the RS@® wa
segment identifying “relationship,” convenience, brand image, and priceiwese
also responsive to the probability of brand switching and room rate in this segment.

Second, in the case of using personal funds for the Convenience-Seeking
Customer Segment (CSCSyuality driver(as expected)” for the budget hotels was
responsive to the room-nightsPrice driver(as expected)” for the high-end hotels was
responsive to the room-nights. Also, for the budget hotedkgtionship driver(above
expected)” was responsive to the room rate. For the high-end hoteiseghience driver
(above expected)” amutice driver(as expected)” were responsive to the room rate. The

interesting findings were that quality and relationship drivers effebhtedédcision of
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customers in the budget hotels in terms of the room-nights and room ragdvehilrice
driver effected the decision of customers in the high-end hotels in terms of the room
nights. The appropriate observation was that the convenience driver affected the
customer in the high-end hotels in terms of the room rate because thexN@S@
segment identifying “convenience.” Additionally, the price drivepaffected the
customer in the high-end hotels in terms of the room rate.

When using business funds for the CSCS, optice driver(as expected)” for
the high-end hotels was responsive to the room-nights and room rate. Themgterest
finding was that the price driver effected the decision of customers in thehdhotels
although this hotel type was “high-end.”

Third, when using personal funds for the Quality-Seeking Customer Segment
(QSCS), only price driver(above expected)” for the high-end hotels was responsive to
the room-nights. When using business funds for the QS&iSe“driver (above
expected)” for the budget hotels were responsive to the probability of brandisgitc
For the high-end hotelsbfand image drive(above expected)” was responsive to the
room-nights. And for the high-end hotelsglationship driver(above expected)” was
responsive to the room rate. The interesting finding was that the qualiy das not
significant in this segment despite this segment identifying “gualRyice, brand image,
and relationship drivers rather than the quality driver affected thaateoiscustomers
in this segment.

Fourth, there were many significant CE drivers in the Brand Image-Seeking
Customer Segment (BSCS) compared to other segments. In the case of usimgj pers

funds for the BSCS cbnvenience drivefabove expected)” for the budget hotels was
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responsive to the probability of brand switching.u&lty driver (above expected)” and
“price driver (above expected)” for the high-end hotels were responsive to the probability
of brand switching. To the room-nights they desire to stanvenience drivefas
expected)” for the budget hotels, armdnd image drivefabove expected)” for the mid-
price hotels were responsive respectively. To the room rate they are vailBtayt
“price driver(as expected)” for the mid-price hotels, abdahd image drive(above
expected)” for the high-end hotels were responsive respectively. The oloservat the
mid-price hotels in terms of room-nights and for the high-end hotels in terms ofat®m
seemed appropriate because of this segment identifying “brand imageéveto
convenience, quality, and price drivers were also considered significant irghmerst.
When using business funds for the BSCS, three driveosivenience driver
(above expected),rélationship driver(as expected),” andbtand image drivefas
expected)” were responsive to the probability of brand switching for the binokgds.
For the high-end hotelspfice driver(above expected)” andjtiality driver(above
expected)” were responsive to the probability of brand switching. For they loatels,
“convenience drivefabove expected)” was responsive to the probability of brand
switching. For the budget hotels, the two drivecgrivenience drivefas expected)” and
“relationship driver(as expected and above expected)” were responsive to the room-
nights. For the mid-price hoteldyrand image drivefas expected)” was responsive to
the room-nights. Price driver(as expected)” andélationship driver(above expected)”
for the mid-price hotels were responsive to the room ra@@nvenience driveas
expected)” andbrand image drivefabove expected)” for the high-end hotels were

responsive to the room rate. The observations for the budget hotels in terms of the
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probability of brand switching, for the mid-price hotels in terms of room-nitjets
desire to stay, and for the high-end hotels in terms of room rate they ang talstay
seemed appropriate because of this segment identifying “brand imagegvetgin this
segment, all five drivers were considered important drivers relatedrketing effort.

Finally, in the case of personal funds for the Price-Seeking Customer idegme
(PSCS), fuality driver (above expected)” anadbnvenience drivefas expected)” for the
high-end hotels were responsive to the probability of brand switching. Moreover,
“quality driver(as expected)” for the budget hotels was responsive to the room-nights.
“Price driver (above expected)” for the mid-price hotels was responsive to the room-
nights. The unexpected result was that the budget hotels considered qualityndhiser i
segment. The finding for the mid-price hotels was appropriate becausegthense
pursued “price.” When using business funds of the PSCS, quality driver(as
expected)” for the budget hotels was responsive to the room-nights. Although this
segment pursued “price,” quality and convenience drivers were also gedside
significant marketing effort drivers.

In conclusion, the CE drivers that are most effective in terms of markéfomg e
are different for each of the CE-based segments and hotel type. The CE driver that
identified the CE-based segments was not always the significant drivensdéthe
probability of brand switching, the change in the number of room-nights they desire to
stay, and the change in room rate they are willing to stay. In the RSCS, caneenie
brand image, and price drivers were responsive; in the CSCS, convenience, quadity, pri
and relationship drivers were; in the QSCS, price, brand image, and relatiomaip dr

were; in the BSCS, convenience, quality, price, brand image, and relationshipnekre;
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in the PSCS, convenience, quality, and price drivers were responsive in terms of these
three variables, respectively.

Therefore, it behooves the hotel manager to target marketing efforector e
segment separately by clearly identifying what works for them rather=suming the
same efforts would work for all. Also, this study implies that segmerimbatel
customers by the CE drivers makes better sense than traditionahsegmeethods
since it allows better targeting of marketing effort. Finally, marsagél be able to
study the effectiveness of marketing effort by simply calculatingxipected change in
CE from the reported responsiveness of the customers directly.

There are theoretical contributions. First, to measure marketiorg, €bnjoint
Analysis was conducted. This approach of Conjoint Analysis was initia@dstomer
Equity studies by using dummy variables in terms of the five key CE drivers. Thi
analysis was to test the effects of each of the CE drivers on marketirtg effor
responsiveness. Thus, this study was able to identify the significant CE delegesl to
marketing effort. To do this, the part-worth of each driver was appliediteedgimmy
variables. By using dummy variables in terms of the five key CE drivers, eduh OEt
drivers related to marketing effort was to determine the greatpsct of the each driver
on marketing effort responsiveness. These significant CE driversdredatearketing
effort differently affected the measurement of Customer Lifetaleie (CLV). Thus,
this study was able to calculate the change in CLVs depending on thess. driver

Second, this study measured the marketing effort responsiveness inftaohs o
the only one variable but three dependent variables, the probability of brand switching

the change of the room-night they desire to stay, and the change of the tetmeyaare
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willing to stay. It was reasonable because these three dependent sanatddkey
components to calculate CE. This measurement by these three vanableseful to

measure the marketing effort responsiveness in detail.

Limitations and Future studies

This study has limitations although managerial and theoretical implsagixist.
Participants had to answer repeatedly those questions on several hypdib&tical
profiles. Also, it was not very easy to measure the marketing effort respoess in
terms of three dependent variables. Especially, the model of this studyldphéea
“snapshot” approach to brand switching. It assumes that the probability of brand
switching of the customers remains constant with time and as determittezl dne-time
survey conducted for this study. This may not reflect reality since the arstom
preferences for a hotel brand may depend on other factors that may have not been
completely considered in this study.

Thus, future studies should consider other factors such as situational factors more
important for customers to select a hotel. Also, future studies should try to findra bet
measurement method of marketing effort responsiveness. If these vaaigbhesasured
exactly, it may result in more meaningful and powerful figures andt &&ded managers

to develop the specific and practical strategies.
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Proposition 3

The third research question was:
“Which of the drivers maximize the Return-On-Investment (ROI) of thagkeffort
exerted by a hotel?”

This section discusses the key findings of the analyses in the analyzing and
developing process for the third research proposition. This process waslealled t

Customer Equity Management (CEM) in this study.

Discussion

Step 1:

In the first step of the CEM process, CLVs were calculated by the CH-base
segments and hotel type. In result, the different CLVs were calculgieddiag on the
CE segments and hotel type. Relationship-Seeking Customer Segment (B&@tedr
the initial CLV of $2,284.37 for the budget hotel sector, the initial CLV of $2,798.36 for
the mid-price hotel sector, and the initial CLV of $3,628.77 for the high-end hotet.sec
Convenience-Seeking Customer Segment (CSCS) showed the initial CLV of $709.09 for
the budget hotel sector, the initial CLV of $858.09 for the mid-price hotel sectohend t
initial CLV of $2,068.11 for the high-end hotel sector. Quality-Seeking Customer
Segment (QSCS) obtained the initial CLV of $364.81 for the budget hotel sector, the
initial CLV of $4,563.18 for the mid-price hotel sector, and the initial CLV of $5,963.82
for the high-end hotel sector. As a result, the high-end hotel sector in threengggm
RSCS, CSCS, and QSCS earned the highest CLV compared to other hotel tgpes. B

Image-Seeking Customer Segment (BSCS) revealed the initial CLV of $4,3@2tB&
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budget hotel sector, the initial CLV of $3,513.89 for the mid-price hotel sector, and the
initial CLV of $4,626.41 for the high-end hotel sector. In the BSCS, the budget hotel
sector earned the highest CLV. Price-Seeking Customer Segment) (§t&@8d the

initial CLV of $399.13 for the budget hotel sector, the initial CLV of $5,221.53 for the
mid-price hotel sector, and the initial CLV of $4,046.16 for the high-end hatielrsdn

the PSCS, the mid-price earned the highest CLV. Thus, the results rehaalie thigh-

end hotel sector did not always gain the highest profit compared to the budget and mid-
price hotel sector. The CE-based segment had impacted the profit regairtietes

type. The hotel management should understand that each of the CE-based seginents

hotel type has different CLVs to continuously increase its profitability.

Step 2:

The second step was to determine the drivers that maximize the ROI ofingarket
effort. The results of @Risk® simulation provided the return on investment (ROI)
marketing effort responsiveness in terms of the significant CE drivetse&CE-based
segments and hotel type. In the RSCS when using personal lhuzuad image driver
(above expected) contributed to an increase of 149.44 % (ROI) for the budget hotel
sector. Convenience drivefabove expected) contributed to an increase of 249.83 %
(ROI) for the mid-price hotel sector. Also, for the high-end hotel squtice driver
(above expectediprand image drivefabove expected), amdlationship driver(above
expected) contributed to an increase of 9.07 % (ROI), 74.72 % (ROI), and 19.27 % (ROI)
respectively. In other words, of CE drivers, if customers spent their péfsods, the

convenience driver influenced the increase of the highest ROI for the roedhartel
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sector in the RSCS. Specifically, the mid-price hotel sector can iediesis

profitability dramatically if they provide better service related toci@venience driver
than other drivers. As a result, better services related to brand image, eaneeprice,
and relationship drivers in the RSCS made the hotel obtain the positive ROI. Isd¢he ca
of using business funds, all ROIs were obtained negatively. The results seemed
appropriate because of the negative probability of brand switching. It rinedrtise

brand switching drastically influenced the profitability of the hotel.

In the CSCS when using personal furgislity driver(as expected) and
relationship driver(above expected) contributed to an increase of 7.97 % (ROI) and
11.93% (ROI) for the budget hotel sector, respectively. For the high-end hote] sec
convenience drivefabove expected) amtice driver(as expected) contributed to an
increase of 51.91 % (ROI) and 30.84% (ROI) respectively. In the case of using business
funds,price driver(as expected) contributed to an increase of 32.61 % (ROI) for the
high-end hotel sector. In other words, of the CE drivers, if customarstbee personal
funds, the the convenience driver influenced the increase of the highest ROIHmgtthe
end hotel sector in the CSCS. The results seemed appropriate because #ns segm
considered “convenience” as being most important. It means that thenthenence
driver most influenced profitability of the high-end hotel sector contparether
drivers. As aresult, better services related to quality, relationginipenience, and price
drivers in the CSCS can assist the hotel to obtain the positive ROI.

In the QSCS when using personal funds, qmige driver(above expected)
contributed to an increase of 167.29 % (ROI) for the high-end hotel sector. When using

business fundgrice driver(above expected) contributed to an increase of 402.57 %
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(ROI) for the budget hotel sector. For the high-end hotel sdxtorgd image driver
(above expected) andlationship driver(above expected) contributed to an increase of
165.13 % (ROI) and 203.49% (ROI) for the high-end hotel sector. In other words,
among all the CE drivers when customers spending business funds for the stagethe
driver most influenced the increase in ROI for the budget hotel sector SGS.
Specifically, the budget hotel sector can increase their profitabibiyatically if they
provide cheaper room rate than customers expected. As a result, providing bette
services related to price, brand image, and relationship drivers in the Q&G&vea
positive effect on the hotels marketing ROI.

In the BSCS, when using personal furtdgivenience drivefas expected)
influenced the negative ROI (-63.13%) for the budget hotel sector becauseersstom
the budget hotel sector stayed for an average of one rigiivenience driver&@bove
expected) also influenced the ROI negatively (-19.95%) in the budget éctet s
because customers in the budget hotel sector had a 21.53% brand switching probability.
It means that the length of stay and brand switching influenced the ROI of the budge
hotel sector. The budget hotel sector should make customers satisfied by imgireving
convenience driver. If customers in the budget hotel sector are satisfietersstan
stay for more than one night and cannot switch their preference of stayindhmtehe
sector. For the mid-price hotel sectarice driver(as expected) arflerand image driver
(above expected) contributed to an increase of 102.89 % (ROI) and 68.95% (ROI)
respectively. If the mid-price hotel sector provides a cheaper roonnaf@avides a
better brand image, their profitability in the mid-price hotel sectorin@agase. For the

high-end hotel sectoquality driver(above expectedprice driver(above expected), and
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brand image drivefabove expected) contributed to an increase of 102.83 % (ROI), 102.7
% (ROI), and 19.2% (ROI) respectively. If the high-end hotels provide bettgreser

related to quality, brand image, and price drivers, the ROIs may increase.idul@art

the brand image driver influenced the ROI positively in the mid-price aiddnd hotel
sectors. The results seemed appropriate because this segment pursued dgarid im
Moreover, the mid-price hotels should focus on improving the price driver, and the high-
end hotels should focus on improving quality and price drivers.

When using business funds, in the BSCS, the three drpré&zs,driver(as
expected)brand image drivefas expected), anelationship driver(above expected)
affected an increase of 118.98%, 35.16%, and 119.73% ( ROIs) respectively in the mid-
price hotel sector. The mid-price hotels should consider not only offering fetveres
related to the brand image driver but also price and relationship drivers. For tleatigh-
hotel sector, four drivers, convenience (as expected), quality (above exppdted)
driver (above expected), and brand image driver (as expected) affectenlemnse of
17.7%, 134.07%, 134.04%, and 17.54% (ROIs) respectively. The high-end hotels should
consider all five CE drivers except relationship driver important to incredsang
profitability. On the other hand, for the budget hotel sector, the ROIs weraesti
negatively in the following drivergonvenience driver@s expected, -76.35% and above
expected, -23.75%Mmrand image drive(as expected, -24.59%kglationship driver(as
expected, -45.98%), amdlationship driver(above expected,-76.35% and above
expected, -23.75%). The results of the negative ROI were because custoimers in t
budget hotel sector intended to switch their hotel and they will not stay longe &gain,

this result confirmed that the brand switching and the length of stay are ampfaxttors
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for the budget hotel sector. To make customers stay longer, the budget hotels should
provide various attractions related to convenience, brand image, and relationsrg dri

In the PSCS, the onbyuality driver(as expected) contributed to an increase of
41.62 % (ROI) in the case of using personal funds, and 49.38 % (ROI) in the case of
using business funds for the budget hotel sector. In the case of using personal funds,
price driver (above expected) affected negatively the ROI for the mid-price hotet sect
because the average length of stay was one night. The mid-price hotels shodlel provi
cheaper room rates to attract the customers to stay for more than hig rigthe case
of using personal fundspnvenience drivefas expected) arglality driver (above
expected) affected the negative -427.99% and-427.23% (ROIs) respectively fghthe hi
end hotel sector because customers in the high-end hotel sector had tiwe negati
probability of brand switching. These results confirmed over again that the bra
switching tremendously influenced the profitability of the high-end hotels.

In conclusion, these outcomes confirmed that the each of the CE drivers has a
different impact on the ROI of marketing effort exerted by a hotermg®f the change
in CE depending on the CE-based segments and hotel type. First, this studyechidlula
CLVs of a single customer and then presented the average of CLVs in terms Bf the C
based segments and hotel type. This study achieved the measurement of CLV at the
aggregate level.

By using the @Risk® simulation program, this study predicted the ROI on
marketing effort. After building the @Risk® simulation model for calcntathe
change in CE based on the expected marketing effort exertdebytivariable (parameter)

values in the model were determined from the statistical analysis condepsedtsly for
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each CE-based market segment and for each hotel type. The values of theatags/

were input into the @Risk model and the ROI was automatically calculateshbatng
the results through 10,000 iterations. Change in CLV was simply calculatechizom t
mean difference between the current CLV before any marketing sfiexerted and the
new CLV after the effort as determined from the 10,000 simulated iterations, thi@us
ROIs were predicted differently depending on CE drivers.

It should be noted that the CLVs were calculated in terms of the CE drivers
separately. Specifically, this study found the significant CE driversatomize the ROI
of marketing effort. The results of @Risk® simulation were presentedms & the
CE-based segments and hotel type. Thus, the results were able to suggestunare a
results and the expected financial impact after considering the CE-legiseend type
and the hotel type. The statistically significant CE drivers wex®hes that assist hotels
to achieve the positive ROI. Hotels can obtain positive profitability by fiogus the

significant CE drivers for each market segment.

Step 3:

The third step identified the marketing action plans that would be effective for the
CE-based segment and hotel type. Hotel information sources for selectitel &wdre
considered key measure for developing effective action plans. The reshitscobss
tabulation and MDS of hotel information sources revealed the effective marlazlag t
(action plans) depending on the CE-based segments and hotel type.

First, without the consideration of hotel type, this study suggested that ctstome

in the Relationship-Seeking Customer Segment (RSCS) considered “Hoteta/Vides
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most important source. First of all, hotels should focus on updating the clear inbformati
and attractive images of the hotel on its website in order to attract custarttegesRSCS.
“Word-of-Mouth” was also perceived as the second important source, so hotets shoul
attempt to give customers a good impression by serving all guests lyinddrese
customers who had a satisfactory experience in the hotel can then rewbthiadnotel

to their friends and family. Moreover, “Phone Call” was considered as the third
important source so hotels should answer the hotel phone politely because customers in
the RSCS directly call the hotel to make a reservation. Also, the “Chdnsid@eshould

be well managed because most customers access the website recéWb Search”

was the broad tool recently. Through a web search, customers can access the hote
website and the chain website. Thus, hotels should improve the quality of theiewebsit
and focus on their employees’ kind and professional service training.

In the convenience-Seeking Customer Segment (CSCS), “Hotel Website” was
also perceived as the most important source, followed by “Phone Call,” “Travel
Website,” “Chain website,” and “WOM.” The findings confirmed that most custeme
the CSCS also used web and booked rooms by accessing hotel, chain, and travel
websites. It means the website is also effective marketing tools setimsent. This
segment also considered “Phone Call” and “WOM.”

The Quality-Seeking Customer Segment (QSCS) also considered “Hdislt&e
the most important source, followed by “WOM,” “Phone Call,” “E-mail,” and “@hai
Website.” The interesting finding in the QSCS was that “E-mail” wasidered the

important tool. Customers in the QSCS preferred to make a reservation btesetal,
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and email. The results of the QSCS also confirmed the notion that most cusieeners
the web.

Once again, the Brand Image-Seeking Customer Segment (BSCS) considered
“Hotel Website” followed by “Phone Call,” “Chain Website,” “CRS,” and “WOM.” The
interesting finding of the BSCS was that “CRS” was considered thdieé¢col
important. Accessing websites is common, but calling must be still thetiegféool.

The Price-Seeking Customer Segment (PSCS) considered “WOM” the most
important source, followed by “Phone Call,” “Hotel Website,” “E-mail,” and Ve
Search.” Specifically, customers in the PSCS were influenced mdstibyriends or
family when selecting a hotel.

In conclusion, customers in all segments considered “Hotel Website” the most
effective tool. Also, “Web search, Travel website, Chain website, and Eweag
evaluated as important marketing tools. This study shows that the electedhas
gaining more importance in marketing within hotels compared to other marketiag tool
It means that hotels should provide the high quality of hotel website because et Inte
has penetrated consumers’ lives and customers have used it frequently. Hotdls shoul
take advantage of the Internet as a marketing tool because the Intewdpthe direct
contact with customers. If hotels maintain their website effectively amgeniently, the
customer can feel comfortable and absorbed while experiencing the carttenhbtel
website. To do it, the hotel website should provide the accurate, clear, and complete
information related to products and services that hotels make available. This promoti

would be more effective by using multimedia such as virtual technology and .videos
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Also, hotels should provide kind and quick response to “Phone Call” because the call is
still important marketing tool which customers use to make a reservation commonly

Compared to the segments, the importance index scores revealed that all hotel
information sources except “Hotel Website” were evaluated highly in the RS@fel
Website” was evaluated highly in the CSCS. Within the segments compdhedhotel
information sources, “Hotel Website” had the highest index score in the RSCS, CS
QSCS, and BSCS while “WOM” had the highest score in the PSCS. These findings
supported the result of the cross tabulation for the hotel information sources that hote
website as marketing tools was most essential to all segments.

Additionally, the most effective marketing tools were revealed differentl
depending on hotel type. First, in the case of the budget hotels, customers@tCthe R
considered “Phone Call” the most important source. In the CSCS, “Hotel Wekage”
perceived as the most important source. The QSCS considered “E-mail” and™ WO
most important sources. The BSCS evaluated “Chain Website” as the most important
tool. Finally, the PSCS assessed “Phone Call” as the most important sources.

Secondly, in the case of the mid-price hotels, the RSCS considered “WOM,” the
CSCS “Phone Call” and “Hotel Website,” the QSCS considered “Hotel Web,"SRSB
considered “WOM,” and the PSCS considered “Phone Call” and “WOM” the most
important tools.

Finally, in the case of the high-end hotels, the RSCS considered “Phone Call,” the
CSCS considered “Hotel Website,” the QSCS considered “Phone Call” and “W@é,”
BSCS considered “Hotel Website,” and the PSCS considered “WOM?” the numttamt

tools. In conclusion, this study found that “Phone Call,” “Hotel Website,” “H;mai
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“WOM,” and “Chain Website” were the most effective tools for the CE-baspdesats
and hotel type. Therefore, hotels should try to provide better services relatéd to ca
hotel website, e-mail, WOM, and chain website because most custom#iesese
marketing tools for selecting a hotel. Hotels should ensure that customersess ac
these marketing tools easily and conveniently, and make customesatisied while
using these marketing tools.

In addition to their primary marketing tools, in order for hotels to attract &sing
customer, hotels should also focus on various marketing tools continuously and
simultaneously evaluated in this study. Thus, the results of MDS suggestadildae s
action plan groups of marketing tools in terms of the CE-based segments angpeotel t
should be applied at the same time. It would be effective action plan groups.

First, the results of the RSCS suggested that “Fax-Direct Mail-ld#arsChain
Web-CRS-Coupon-Travel Club-MKTG Literature-Brochure-Listerveayhe applied
simultaneously as marketing tools the budget hotels. “Phone Call-Email-Welh-Sea
WOM” should be developed simultaneously and “Travel Web-Meta Search-TV Ads.”
may be developed concurrently for the budget hotels. Among these groups, the “Phone
Call-Email-Web Search-WOM?” cluster was considered more effeatitien plans group
than the others. Also, the mid-price hotels should develop “Ind. Travel Agent-News
Ads.-Travel Club-MKTG Literature-Brochure-Listerves” simultandpu®\lso, “Cor.
Travel Manager-Magazine Ads.-Web Ads.” should be applied simultaneoushefor t
mid-price sector. Among these two clusters, the first cluster wagleoed more
effective action plans group than the second group. The high-end hotels should develop

“Fax-Newsletter-Hotel Web-Chain Web-Travel Web-Meta Sedve Search-CRS-
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Cor. Travel Manager-Ind. Travel Agent-News Ads.-Magazine Ads.-Rads-AV Ads.-
Web Ads.-Travel Club-MKTG Literature- Brochure-Travel List@s” simultaneously.
Second, the results of the CSCS suggested that in the case of the budgiea$otel
similar marketing tools, “Direct Mail-Cor. Travel Manager-Ind. Tra&kgkent-News
Ads.” should be developed simultaneously. Also, “Hotel Web-Travel Web-Metalte
CRS-MKTG Literature-Brochure” should be developed simultaneously, armhd
Call-Chain Web-Web Search-WOM” should be applied simultaneously darsimi
marketing tools for the budget hotel sector. Among these clusters, the “PHbGh&ia
Web-Web Search-WOM?” cluster was considered more effective actiongriams than
the others. In the case of the mid-price hotels, “Newsletter-Cor. Tiveugdger-Ind.
Travel Agents-Magazine Ads.-Radio Ads.-Web Ads.-Travel Club-MKT@rhaiure”
should be developed simultaneously. Also, “News Ads.-TV Ads.-Travel Listerves”
should be developed simultaneously, and “Chain Web-Travel Web-Web Search” should
be developed simultaneously as similar marketing tools for the mid-priceskotet.
Among these clusters, the “Chain Web-Travel Web-Web Search” cluasecamsidered
more effective action plans group than the others. In the case of thendigiotels,
“News Ads.-Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Coupon-Travel Club-
MKTG Literature-Brochure-Travel Listserves” should be developed samebusly as
the similar marketing tool.
Third, the results of the QSCS suggested that the budget hotels should develop
“Email-Travel Web-Web Search” simultaneously. Also, “Fax-DireeilNVleta Search-
Cor. Travel Manager” and “Phone Call-Travel Club-MKTG Literatusieduld be

developed simultaneously as similar marketing tools for the budget hotel séotong
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these clusters, the “Email-Travel Web-Web Search” cluster was coesichere
effective action plans group than the others. In the case of mid-price HoeklFravel
Agents-Radio Ads.-TV Ads.-Travel club” should be developed simultaneously for the
mid-price hotel sector. Also, “CRS-Cor. Travel Manger-News Ads.-lrlagaAds.”
should be developed simultaneously as similar marketing tools for the mid-pete hot
sector. Among these clusters, the “CRS-Cor. Travel Manger-News Admzvia Ads.”
cluster was considered more effective action plans group than the other.chsehaf
the high-end hotels, “Fax-Direct Mail-Newsletter-Coupon” should be developed
simultaneously. Also, “Ind. Travel Agent-News Ads.-Magazine Ads.-Radio Ads.-T
Ads.-MKTG Literature” should be developed simultaneously as the simil&etnay
tool for the high-end hotel sector. Among these clusters, the “Fax-Direkt Mai
Newsletter-Coupon” cluster was considered more effective action plams tipan the
other.

Fourth, the BSCS suggested that budget hotels should develop “Fax-Direct Mail-
News letter-Email-Ind. Travel Agent-News Ads.-Magazine Ads.-Radio-AUsAds.-
Brochure-Travel Listserves” simultaneously. Also, “Hotel WebiGNdeb-Travel
Web” should be developed simultaneously, and “Web Search-CRS-Cor. Travel Manager
Travel Club-MKTG Literature” should be developed simultaneously asasimiarketing
tools for the budget hotel sector. Among these clusters, the “Hotel Web-Chlain We
Travel Web” cluster was considered more effective action plans groughinathers. In
the case of mid-price hotels, “Travel Web-Meta Search-Travel-MKDbG Literature-
Brochure-Travel Listserves,” “CRS-Cor. Travel Agent-Ind. TravgéAt-WOM,” and

“News Ads.-Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.” should be developed
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simultaneously. Also, “Phone Call-Fax-Direct Mail-Newsletterailrilotel Web-Chain
Web” should be developed simultaneously as similar marketing tools for thericed-
hotel sector. Among these clusters, the “CRS-Cor. Travel Agent-Ind. Travel-Age
WOM” cluster was considered more effective action plans group than the olthéhg.
case of high-end hotels, “Direct Mail-Newsletter-Cor. Travel Man&ukrTravel
Agent-New Ads.-Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Coupon-Travel Club-
Travel Listserves-WOM” should be developed simultaneously. Also, “Web Search
MKTG Literature-Brochure” should be developed simultaneously, and “Hotbl We
Chain Web-CRS” should be developed simultaneously as similar marketing tatbis for
high-end hotel sector. Among these clusters, the “Hotel Web-Chain Web«lR&r
was considered more effective action plans group than the others.

Finally, the PSCS proposed that budget hotels should develop “News Ads.-
Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.” simultaneously. Also, “EmaieHot
Web-Chain Web-Travel Web-Meta Search” should be developed simultaneously for the
budget hotel sector. “Phone Call-Direct Mail-Web Search-CRS-Trdubl hould be
also developed simultaneously for the budget hotel sector. Also, “News|I&EGM
Literature-Brochure” should be developed simultaneously as similar nrayketls for
the budget hotel sector. Among these clusters, the second and third clusters were
considered more effective action plans group than the others. In the dasend-tprice
hotels, “Newsletter-Cor. Travel Manager-News Ads.-Magazine-AdsAds.-Web Ads.-
MKTG Literature-Brochure-Travel Listserves” should be developed samedusly.

Also, “Chain Web-Meta Search-CRS” should be developed simultaneousiyiks si

marketing tools for the mid-price hotel sector. Among these clusters, then @Weh-
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Meta Search-CRS” cluster was considered more effective actiongtauns than the
others. In the case of the high-end hotels, “Fax-Newsletter-CarellManager-Ind.
Travel Agent-Magazine Ads.-Radio Ads.-TV Ads.-Web Ads.-Travel Club-KBKT
Literature-Brochure” should be developed simultaneously. “Phone Call-Emoisl-H
Web” should be developed simultaneously as similar marketing tools for thertdgh-e
hotel sector. Among these clusters, the “Phone Call-Email-Hotel Webécluas

considered more effective action plans group than the other.

Implications

This study provided the CEM process through three steps to maximize CE in
hotels. First, CE was measured and second marketing efforts were andlgeetiird
step was to evaluate marketing strategies, and then this study recommetimeglans
for the CE-based segments and hotel type. This study called these stefgbithe C
process. The valuable point was the fact that this study developed the CEM process i
the hotel industry. Considering the market effort responsiveness, this stuelytpdethe
marketing strategies and action plans in order to maximize CE in therithistry.

Previous studies just have measured CE at the aggregate level (Bergsr-& N
Bechwati, 2001, Blattberg & Deighton, 1996; Hansotia, 2004; Hanssens et al., 2008
Rust, Lemon, & Zeithaml, 2004) or disaggregate level (Bayon et al., 2002; Vemké&tesa
Kumar, 2004; Wiesel et al., 2008). This study calculated the CE at the aggredads leve
well as maximized it by measuring the probability of brand switchingograthalyzing
marketing effort responsiveness in terms of the CE drivers. Several shakgsized

CE (Berger & Nasr-Bechwati, 2001; Hansotia, 2004); however, they facedlebgtac
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maximize it. In the current study, by analyzing marketing effogaesiveness through
Conjoint Analysis, a new method to maximize CE was determined.

Additionally, several recent studies mentioned CEM (Bell et al., ZB@2n et
al., 2008; Hogan et al., 2002). However, their process of CEM did not suggest the
practical action plans. Most of the CEM literature discussed concepti@iiz It is not
enough to report strategies and action plans in marketing for implementing @BgBja
& Deighton, 1996; Hogan et al., 2002; Kumar & George, 2006; Richards & Jones, 2008).
The literature on CEM revealed that there is uncertainty as to how CEM could be
conducted in order to maximize profits or CE. However, this current study eddhg
ROI of marketing effort exerted by a hotel in terms of the change in GCiSiby
@Risk® simulation program. The financial outcome derived through this analysi
provided realistic results on what marketing efforts the hotels should inveBaged on
this financial analysis, this study analyzed and determined practial ptans for each
of the CE segments and hotel type. The analyses based on the CE-based segments and
hotel type resulted in specific findings for each market segmentmttrs functional and
efficient marketing when hotel managers develop their strategiescéind plans based
on customer responsiveness as directly reported by them. The strategietsoanalans
can satisfy the divergent needs and views of customers. Consequently, thedCEs4 pr
assists hotels to improve their performance, hold existing customers, an@ aeyuir
ones. It ultimately can improve their profitability. Thus, this study incatesrmany

impacts as well as makes a unique contribution to the literature.
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Limitations and Future studies

While this study offers much contribution to the CE and CEM research, it is not
without limitation. First, the model of this study does not take into account other CE-
related factors such as cost of acquisition and retention of customers, dit@ft cos
marketing, etc. Second, this study does not also consider cultural and ethrendéfier
hotel purchasing patterns of customers and thus, the results may not be applicable
globally. If future studies consider these cultural and ethnic diffesetioe findings may
be interesting and meaningful in the CE studies.

Third, the sample size of the luxury hotel was relatively small aftenseiing
customers based on CE. Thus, this study was not able to present the piaiical a
plans for the luxury hotel type. However, this study suggested overall actioriglafis
types of hotel. It may assist luxury hotels to develop action plans. Howesgestudy
recommends that future studies collect larger customers in the luxury iatell @as in
other hotel types. And then the results of the difference between all lp@ehtypuld be
generalized and the specific action plans for luxury hotel would be found. icufzart
these findings may assist managers in the luxury hotel to develop the spestdimized

services for their customers.
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Customer Equity Study

Informed Consent Form

Thank you for agreeing to participate in this research project. This form outlines
the purpose of the study and provides a description of your involvement and
rights.

1. Project Title:
A Study of Market Segmentation in the Hotel Industry: Customer Equity

Approach

2. Investigators:
Yumi Park, Ph.D student

210 HESW

Oklahoma State University
Stillwater, OK 74078

(443) 928-4358 (Voice)
(405) 744-6299 (fax)
yumi.park@okstate.edu

3. Purpose of the Study: The focus of the current study is to evaluate Customer
Equity-based segmentation in the hotel industry. The specific objectives of the
research are; 1) To determine the core Customer Equity (CE) drivers in the hotel
industry, 2) To find the impact of CE-based segmentation in order to measure
Customer Equity in the hotel industry, and 3) To evaluate CE strategy to maximize

Customer Equity in the hotel industry.

4. Procedures: To address the objectives, you will be asked questions related to
typical hotel stay and your responsiveness to hotel marketing programs. It
will take 10 to 15 minuites to complete the survey.

5. Risks of Participation: There are no known risks associated with this project which
are greater than those ordinarily encountered in daily life.

6. Benefits: Through this research, the hotel industry will be able to identify sub-

drivers of Customer Equity. This research will provide action plans for satisfying
customers’ individual needs.
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7. Confidentiality and Participant Rights:
The researcher guarantees the following conditions will be met:

1) Your name or any identifying information will not be used at any point in the
process of information collection or in the report.

2) Your participation in this research is totally voluntary. Your identity will be kept
confidential. You may at any time choose not to participate in this stay or refuse to
answer specific question. There will be no penalty associated with non-participation
or non-response to any questions.

3) All data from this study will be destroyed within one year of the completion of
this project, or approximately June 2010.

8. Contacts:
If you have questions about your rights as a research volunteer, you may
contact Dr.Shelia Kennison, IRB Chair.

Dr.Shelia Kennison, IRB Chair.
219 Cordell North,

Stillwater, OK 74078.

Tel: 405-744-1676
Email:irb@okstate.edu

If you wish to contain to the survey, please click on this link: Complete survey.
By clicking on the link, you are consenting to the terms of this research and
agreeing to participate.
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1st Version of Survey

I. Have you stayed at any type of commercial hotel/motel/lodging
establishment at least once during the past 12 months? [ |Yes [ |No

Definition of a typical hotel stay:

For the purpose of this study, a typical hotel stay can be defined as a type of hotel
at which you most frequently stay given your brand preferences and budget

constraints for business or leisure purposes.
For example, if you most frequently travel on business and stay at mid-priced

hotels such as Holiday Inn or Hampton Inn, then mid-priced hotels would be your

typical hotel type.

II. Please give us some details about the hotel/motel type where you typically
stay.

1. How did you pay for your last typical hotel stay?
1) Personally paid for it. 2) My company paid for it. 3) Other means.

2. How would you categorize the hotel?
1) Budget/Economy (e.g., Motel 6, Quality Inn, La Quinta, etc.)
2) Mid-price (e.g., Hampton Inn, Holiday Inn, etc.)
3) High-End (e.g., Hyatt, JW Marriott, Hilton, etc.)

4) Luxury (e.g., Four Seasons, Ritz Carlton, etc.)

3. What was the purpose of your visit?

1) Business 2) Pleasure/Leisure 3) Conference 4) Others
4. On average, how many nights did you stay during your last visit? ( nights)

5. On average, how much did you pay for the room per night during your last visit?

& )

6. On average, how much did you spend for all other expenses together per person and
per night (e.g., Food & Beverage, Movies, Gift shop, Spa, Meetings, etc.) during your
last visit? ($ )
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7. Inall, how many times have you stayed at hotels similar to your typical hotel during
the past 12 months? ( times)

8. How long have you been a customer of hotels similar to your typical hotel?

( Year Months)

III. For the next section, please think of Convenience, Quality, Price, Brand
image, and Relationship as the 5 key features that are frequently
considered by customers while choosing a hotel. For each of these 5 key
features listed in the table below, allocate points to represent the degree of
importance to you, where the more points you allocated to an attribute, the
more important it is to you.

(Note. The allocated points for all 5 key features must total 100.)

The key attributes for selecting a hotel Points

Convenience

(e.g., Accessibility, Ease of booking/reservation, Operating hours,
Providing various service options, Physical location, etc.)

Quality

(e.g., Service quality, Amenities, Facilities, Cleaning, Room suppliers,
System/process, Service recovery, etc.)

Price
(e.g., Room rate, Value for money, Additional charges for extra services,
Discounts because of membership, etc.)

Brand image
(e.g., Chain brand image, Property brand image, Uniqueness,

Impressions gained from standards of service established, etc.)

Relationship
(e.g., Loyalty program, Reward program, Affiliation, Hotel’s community

enrichment programs, Co-brandings, etc.)

100
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I'V. Please rate the importance of the following features for selecting a hotel.

Use the 1 to 7 scale where 1=poor and 7=excellent.

and partnership programs (e.g., AA & Best western, etc.)

Hotel Section Features Poor —  Excellent
Convenient location (e.g., easily access the hotel, airport, downtown, etc.) 1-2—3—-4-5—-6—7
Ease of making reservations. 1—2—-3-4-5—-6—-7
Ease of ordering services (e.g., room service, wake-up call, etc.) 1—-2—3—4—-5—6—7
Providing various room types (e.g., suites, standard, non-smoking rooms etc.) 1—2—3—4—-5—6—7
Availability of providing various service options 12— 3—4_5_6_7
(e.g., express check out, TV bill viewing, etc.)
Options for ease of access to amenities (e.g., spa, swimming pool, gym, etc.) 1-2—-3—4-5—-6—7
Various methods of pfiyments 193457
(e.g., credit card, on-line payment, monthly statement, etc.)
Quality of service performance N . 1—2—3—d_5_6_7
(e.g., competency, knowledge training, grooming, etc.)
Quality of amenities (e.g., spa, gym, Internet, etc.) 1-2—3—4—-5—6—7
Quality of room supplies (e.g., shampoo, soap, body lotion etc.) 1-2—3—4—-5—6—7
Quality of room service 1—-2—3—4—-5—6—7
Quality of facilities” upkeep (e.g., cleanliness, updated facilities, etc.) 1-2—3—-4-5—6—7
Quality of service recovery (e.g., problem solving, problem resolution, etc.) 1-2—3—4—-5—6—7
Perceived value for the price paid for the room 1—2—3-4-5—-6—7
Addltlonall charges for e>.<tra services/facilities 1—2— 3 4_5_6_7
(e.g., parking, room services, Internet, etc.)
Discounts received because of membership (e.g., AAA, AARP, etc.) and 1D 3_4_5_¢_7
rewards program (e.g., airline mileage, prizes, catalog merchandise, etc.)
General brand image (e.g., Marriott, Hilton, etc.) 1—-2—3—4—-5—6—7
Uniqueness of hotel (e.g., Boutique, Art-Deco, etc.) 1-2-3-4-5—-6—7
Impression gained from on-line reviews or hotel websites 1-2—3—4—5—6—7
Impression gained from the reputation of the neighborhood where the hotel is
1-2—-3—-4—-5—6—7
located.
Impression gained from the quality of room amenities 1-2—3—4—-5—6—7
Impression gained from standards of service established
. . . 1-2—-3—-4—-5—-6—7
(e.g., guardian service, French, plate services, Buffet, etc.)
Impression gained from company advertisements 1-2—-3—4-5—-6—7
Impression gained 'from word?of-mouth 1D 3_4_5_6_7
(e.g., recommendation from friends, etc.)
Availability of loyalty programs (e.g., frequent stay, membership, etc.) 1-2—3—4—-5—6—7
Provision of non-incentive loyalty (e.g., emotional attachment to brand, etc.) 1-2—3—-4-5—-6—7
Hotel’s involvement with resolving social issues 1—2 34— 5_6_7
(e.g., environmental, homeless, community service, etc.)
Hotel’s participation in referral group programs
. L 1-2—-3—-4—-5—-6—7
(e.g., leading hotels of the world, historic hotels, etc.)
Hotel’s involvement with community enrichment programs 1—2— 34 5_6_7
(e.g., back-to-work, food bank, etc.*)
Hotel’s programs for co-branding (e.g., Starbucks coffee in hotel rooms, etc.) 1234567
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V. How important is each of the following information sources for selecting
hotel? Please rate the importance of the following sources on a scale of 1 to 7
where 1=Not at all important and 7=Extremely important.

Travel Listserves 1—

Information Sources Not atall ___ ~Extremely

Important Important

Directly hotel by telephones (Call) 1—2—-3—-4—-5—6-—-7
Fax 1-2—3—-4—-5—6—-7
Direct mail 1—2—-3—-4—-5—6—-7
E-mail 1-2—3—4—-5—6—7
Newsletter 1-2—3—4—-5—6—7
Hotel (property) Web site 1-2—3—4—-5—6—7
Chain Web site 1—2—-3—-4—-5—6—-7
Travel Web site (e.g., Expedia, Hotels.com) 1-2—-3—-4-5—-6—7
Meta search (e.g., Kayak) 1-2—3—4—-5—6—7
Web Search (e.g., Google) 1—2—-3—-4—-5—6—-7
CRS: Central Reservation System (e.g.,1-800-###-####) 1—2—-3—-4—-5—6—-7
Corporate Travel Managers 1—2-3-4-5—-6—-7
Independent Travel Agents 1—2—-3—4—-5—6—-7
Newspaper Advertisements 1-2—3—-4-5—6-7
Magazine Advertisements 1-2—3—4—-5—6—7
Radio Advertisements 1-2—3—4—-5—6—7
TV Advertisements 1—2—-3—-4—-5—6—-7
Web Advertisements (e.g., Banner) or Youtube videos 1—2—-3—4—-5—6—7
Coupon booklets (Entertainment) 1—2—3—4—-5—6—7
Travel clubs, or Web blogs 1—2—-3—4—-5—6—-7
Hotel Marketing Literature 1—2—-3—-4—-5—6-—-7
Travel Broachers 1-2—3—-4—-5—6—-7

2—3—4—-5—6
2—3—4—-5—6

Recommendation from friends or others (Word-of-Mouth) 1—
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Profile 1 (Hotel A)

Hotel A is described by 5 key features listed in the table below.

Profile summary

reward programs, etc.

Description Attributes Level
The hotel is farer than you thought it would be from the . Below
. Convenience
airport. Expected
Bel
The hotel’s quality is below what you expected. Quality EX;;:Z d
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts
below what you expected such as customer loyalty programs, | Relationshi Below
> P yaly prog ’ P Expected

Considering the profile of Hotel A described above, please answer the following

questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would
you rate your perceived overall satisfaction with a hotel that 1 2 3
has a profile as identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel A compared to your past
experience with your typical hotel?

%)

S (

How many nights would you desire to stay in Hotel A if you had no
constraints compared to the number of nights you actually stayed at your
last typical hotel?

(nights)

How much would you be willing to pay for Hotel A compared to what you

actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel A compared to your past experience
with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel A if you had no
constraints compared to the number of nights you actually stayed at your
last typical hotel?

(nights)

How much would you be willing to pay for Hotel A compared to what you

actually paid for your typical hotel on your last visit?
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Profile 2 (Hotel B)

Hotel B is described by 5 key features listed in the table below.

Description Profile summary
P Attributes Level
. . . . Below
The hotel is farer than you thought it would be from the airport. | Convenience
Expected
The hotel’s quality is same as what you expected Quali As
quality Is same as Y P ) ty Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, Relationship Expected
reward programs, etc. P

Considering the profile of Hotel B described above, please answer the following
questions.

Overall Satisfaction Strongly p Strongly
Dissatisfied Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1 2 3 4 5 6 7
identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you would

consider switching your stay to Hotel B compared to your past experience with (%)
your typical hotel?

How many nights would you desire to stay in Hotel B if you had no constraints

compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel B compared to your past experience with (%)
your typical hotel?

How many nights would you desire to stay in Hotel B if you had no constraints

compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?
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Profile 3 (Hotel C)

Hotel C is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
. . . . Below
The hotel is farer than you thought it would be from the airport. | Convenience
Expected
The hotel’s quality is above what you expected Qualit Above
quality Y P ' Y Expected
You were asked to pay a price for the room as you expected. Price As
Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel C described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1
identified above?

2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel C compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel C compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?

$
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Profile 4 (Hotel D)

Hotel D is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. Convenience s
Expected
, o . Below
The hotel’s quality is below what you expected. Quality Expected
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is above what you would expect to . Above
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts as As
you expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel D described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as
identified above?

1 2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you would

consider switching your stay to Hotel D compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel D if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel D compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel D if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?

$
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Profile 5 (Hotel E)

Hotel E is described by 5 key features listed in the table below.

Description Profile summary
Attributes Level
The hotel is same as you thought it would be from the airport. Convenience As
Expected
The hotel’s quality is same as you expected. Quality As
e Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is above what you would expect to . Above
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts as As
you expected such as customer loyalty programs, reward Relationship Expected
programs, etc.

Considering the profile of Hotel E described above, please answer the following questions.

Overall Satisfaction Strongly
Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you would

consider switching your stay to Hotel E compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel E compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you

actually paid for your typical hotel on your last visit?
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Profile 6 (Hotel F)

Hotel F is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. | Convenience °
Expected
The hotel’s quality is above what you expected Quali Above
quality Y P ' vy Expected
A
You were asked to pay a price for the room as you expected. Price s
Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts as As
, . .
you expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel F described above, please answer the following questions.

Overall Satisfaction Strongly
Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate

your perceived overall satisfaction with a hotel that has a profile as 1 2 3 4 5 67

identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel F compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel F compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?
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Profile 7 (Hotel G)

Hotel G is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
, o . Below
The hotel’s quality is below what you expected. Quality Expected
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel G described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1
identified above?

2 3

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel G compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel G compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?

278




Profile 8 (Hotel H)

Hotel H is described by 5 key features listed in the table below.

Profile summary

Descriti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
, o . As
The hotel’s quality is same as you expected. Quality Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel H described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as
identified above?

1 2 3

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel H compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel H compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?
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Profile 9 (Hotel I)

Hotel I is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
. . . . Above
The hotel is closer than you thought it would be from the airport. | Convenience
Expected
The hotel’s quality is above what you expected Qualit Above
quality is above Y P ' Y Expected
A
You were asked to pay a price for the room as you expected. Price >
Expected
The brand image of the hotel is same as you would expect to stay . As
Brand image
at normally. Expected
The hotel engages in customer relationship building efforts Abov
above what you expected such as customer loyalty programs, Relationship Exp:ctee d

reward programs, etc.

Considering the profile of Hotel I described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1
identified above?

2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel I compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel I if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel I compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel I compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel I if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel I compared to what you
actually paid for your typical hotel on your last visit?
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VI. Please answer the following questions.

1) Age

a. 21-24

b. 25-34

c. 35-44

d. 45-54

e. 55-64

f. 65 and higher
2) Gender

a. Male

b. Female

3) Occupation
a. Manager/Professional

b. Clerical/ Sales/Service
c. Not in workforce (e.g., Housewife, student, Retired, etc.)
d. Others
4) Total annual household Income from all sources (e.g., salary, alimony, etc.)

a. Less than $50K

b. $50-74K

c. $75-99K

d. $100-149K

e. $150-199K

f. $200,000 and more

5) Ethnic Background

a. Caucasian (non-Hispanic)

b. African-American

c. Hispanic

d. Asian/Pacific Islander

e. Native American

f. Other

6) Highest level of education completed:

a. Some high school

b. High school graduate
c. Some college/ technical
d. College graduate

e. Post-graduate degree
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2nd Version of Survey

Profile 10 (Hotel A)

Hotel A is described by 5 key features listed in the table below.

Profile summary

Description

Attributes Level
. . . . Below
The hotel is farer than you thought it would be from the airport. | Convenience
Expected
, o . Below
The hotel’s quality is below what you expected. Quality Expected
A
You were asked to pay a price for the room as you expected. Price s
Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts
above what you expected such as customer loyalty programs Relationshi Above
+ P yalty prog ’ P Expected

reward programs, etc.

Considering the profile of Hotel A described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel A compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel A if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel A compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel A compared to your past experience with
your typical hotel?

S (

%)

How many nights would you desire to stay in Hotel A if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel A compared to what you
actually paid for your typical hotel on your last visit?
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Profile 11 (Hotel B)

Hotel B is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is farer than you thought it would be from the , Below
. Convenience
airport. Expected
A
The hotel’s quality is same as what you expected. Quality Expeite d
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel B described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel B compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel B if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel B compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel B if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?
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Profile 12 (Hotel C)

Hotel C is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is farer than you thought it would be from the , Below
. Convenience
airport. Expected
The hotel’s quality is above what you expected Quali Above
quality is above Y P ) ty Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel C described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate

your perceived overall satisfaction with a hotel that has a profileas 1 2 3 4 5 6 7

identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel C compared to your past
experience with your typical hotel?

(%)

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel C compared to your past experience with
your typical hotel?

— (%)

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?
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Profile 13 (Hotel D)

Hotel D is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. | Convenience >
Expected
Bel
The hotel’s quality is below what you expected. Quality EX;(:::Z d
A
You were asked to pay a price for the room as you expected. Price Expe(sjte d
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, | Relationship Expected

reward programs, etc.

Considering the profile of Hotel D described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1
identified above?

2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel D compared to your past
experience with your typical hotel?

— (%)

How many nights would you desire to stay in Hotel D if you had no
constraints compared to the number of nights you actually stayed at your last
typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel D compared to your past experience with
your typical hotel?

— (%)

How many nights would you desire to stay in Hotel D if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?
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Profile 14 (Hotel E)

Hotel E is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. | Convenience °
Expected
The hotel’s quality is same as you expected Quali As
quality Is same as y P ' vy Expected
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, | Relationship Expected

reward programs, etc.

Considering the profile of Hotel E described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as
identified above?

1 2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel E compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel E compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you
actually paid for your typical hotel on your last visit?
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Profile 15 (Hotel F)

Hotel F is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. | Convenience >
Expected
The hotel’s quality is above what you expected Qualit Above
quality is above Y P ' Y Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel F described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate

your perceived overall satisfaction with a hotel that has a profileas 1 2 3 4 5 6 7

identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel F compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel F compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?
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Profile 16 (Hotel G)

Hotel G is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
) Convenience
airport. Expected
Bel
The hotel’s quality is below what you expected. Quality EX;;:Z d
A
You were asked to pay a price for the room as you expected. Price Expescte d
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts as As
ou expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel G described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel G compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel G compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?
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Profile 17 (Hotel H)

Hotel H is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
A
The hotel’s quality is same as you expected. Quality Expeite d
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts as As
ou expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel H described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as
identified above?

1 2 3 4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you would

consider switching your stay to Hotel H compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel H compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?
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Profile 18 (Hotel I)

Hotel I is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
The hotel’s quality is above what you expected Qualit Above
quatity is above Y P ] Y Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts as As
you expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel I described above, please answer the following questions.

Overall Satisfaction

Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate

your perceived overall satisfaction with a hotel that has a profile as

identified above?

1 2 3 4 5 67

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel I compared to your past

experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel I if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel I compared to what you

actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel I compared to your past experience with

your typical hotel?

%)

—

How many nights would you desire to stay in Hotel I if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel I compared to what you

actually paid for your typical hotel on your last visit?
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3rd Version of Survey

Profile 19 (Hotel A)

Hotel A is described by 5 key features listed in the table below.

Description Profile summary
P Attributes Level
The hotel is farer than you thought it would be from the , Below
. Convenience
airport. Expected
, o . Below
The hotel’s quality is below what you expected. Quality Expected
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts as As
what you expected such as customer loyalty programs, reward | Relationship Expected
programs, etc. P

Considering the profile of Hotel A described above, please answer the following questions.

Overall Satisfaction Strongly p Strongly
Dissatisfied Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3 4 5 6 7
identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel A compared to your past (%)
experience with your typical hotel?

How many nights would you desire to stay in Hotel A if you had no constraints

igh
compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel A compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel A compared to your past experience with (%)
your typical hotel?

How many nights would you desire to stay in Hotel A if you had no constraints

ight
compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel A compared to what you

actually paid for your typical hotel on your last visit?
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Profile 20 (Hotel B)

Hotel B is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is farer than you thought it would be from the . Below
. Convenience
airport. Expected
A
The hotel’s quality is same as what you expected. Quality Expecs:te d
A
You were asked to pay a price for the room as you expected. Price i
Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts as As
you expected such as customer loyalty programs, reward Relationship Expected

programs, etc.

Considering the profile of Hotel B described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel B compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel B if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel B compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel B if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel B compared to what you
actually paid for your typical hotel on your last visit?

$
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Profile 21 (Hotel C)

Hotel C is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is farer than you thought it would be from the . Below
. Convenience
airport. Expected
The hotel’s quality is above what you expected Quali Above
quality Y P ] ty Expected
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is same as you would expect to . As
Brand image
stay at normally. Expected
The hotel engages in customer relationship building efforts as As
what you expected such as customer loyalty programs, reward | Relationship Expected

programs, etc.

Considering the profile of Hotel C described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel C compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel C compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel C if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel C compared to what you
actually paid for your typical hotel on your last visit?
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Profile 22 (Hotel D)

Hotel D is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. Convenience °
Expected
Bel
The hotel’s quality is below what you expected. Quality Ex;e(c):‘tz q
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel D described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel D compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel D if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel D compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel D if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel D compared to what you
actually paid for your typical hotel on your last visit?
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Profile 23 (Hotel E)

Hotel E is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
A
The hotel is same as you thought it would be from the airport. | Convenience s
Expected
The hotel’s quality is same as you expected Qualit As
quality Y P ' Y Expected
A
You were asked to pay a price for the room as you expected. Price °
Expected
The brand image of the hotel is below what you would expect . Below
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel E described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel E compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel E compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel E if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel E compared to what you
actually paid for your typical hotel on your last visit?

$
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Profile 24 (Hotel F)

Hotel F is described by 5 key features listed in the table below.

Profile summary

Descripti

escription Attributes Level

A
The hotel is same as you thought it would be from the airport. | Convenience °

Expected

The hotel’s quality is above what you expected Quali Above
quality is above Y P ) vy Expected

You were asked to pay a higher price for the room than what Price Below
you expected. Expected

The brand image of the hotel is below what you would expect . Below

Brand image

to stay at normally. Expected

The hotel engages in customer relationship building efforts Above
above what you expected such as customer loyalty programs, | Relationship Expected

reward programs, etc.

Considering the profile of Hotel F described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1
identified above?

2 3 4 5 67

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel F compared to your past
experience with your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel F compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel F if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel F compared to what you
actually paid for your typical hotel on your last visit?

$
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Profile 25 (Hotel G)

Hotel G is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
Bel
The hotel’s quality is below what you expected. Quality Ex;e?:::; d
You were asked to pay a lower price for the room than what Price Above
you expected. Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel G described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate

your perceived overall satisfaction with a hotel that has a profileas 1 2 3 4 5 6 7

identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel G compared to your past
experience with your typical hotel?

(%)

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

__(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel G compared to your past experience with
your typical hotel?

%)

—

How many nights would you desire to stay in Hotel G if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel G compared to what you
actually paid for your typical hotel on your last visit?
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Profile 26 (Hotel H)

Hotel H is described by 5 key features listed in the table below.

Profile summary

Descripti
escription Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
A
The hotel’s quality is same as what you expected. Quality Expeite d
A
You were asked to pay a price for the room as you expected. Price i
Expected
The brand image of the hotel is above what_you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, Relationship Expected

reward programs, etc.

Considering the profile of Hotel H described above, please answer the following questions.

Overall Satisfaction Strongly

Dissatisfied

Strongly
Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profile as 1 2 3
identified above?

4 5 6 7

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel H compared to your past
experience with your typical hotel?

(%)

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

__(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?

$

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel H compared to your past experience with
your typical hotel?

— (%)

How many nights would you desire to stay in Hotel H if you had no constraints
compared to the number of nights you actually stayed at your last typical hotel?

___(nights)

How much would you be willing to pay for Hotel H compared to what you
actually paid for your typical hotel on your last visit?
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Profile 27 (Hotel I)

Hotel I is described by 5 key features listed in the table below.

Description Profile summary
P Attributes Level
The hotel is closer than you thought it would be from the . Above
. Convenience
airport. Expected
The hotel’s quality is above what you expected Qualit Above
quality Y P ] Y Expected
You were asked to pay a higher price for the room than what Price Below
you expected. Expected
The brand image of the hotel is above what you would expect . Above
Brand image
to stay at normally. Expected
The hotel engages in customer relationship building efforts Below
below what you expected such as customer loyalty programs, | Relationship Expected
reward programs, etc. P

Considering the profile of Hotel I described above, please answer the following questions.

Overall Satisfaction Strongly p Strongly
Dissatisfied Satisfied

Compared to the typical hotel where you stay, how would you rate
your perceived overall satisfaction with a hotel that has a profileas 1 2 3 4 5 6 7
identified above?

Assume you are paying for the hotel from personal funds.

Given the identified profile of the hotel, what is the probability % that you

would consider switching your stay to Hotel I compared to your past (%)
experience with your typical hotel?

How many nights would you desire to stay in Hotel I if you had no constraints

igh
compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel I compared to what you
actually paid for your typical hotel on your last visit?

Assume you are paying for the hotel from business funds.

Given the identified profile of the hotel, what is the probability % that you

consider switching your stay to Hotel I compared to your past experience with (%)
your typical hotel?

How many nights would you desire to stay in Hotel I if you had no constraints

compared to the number of nights you actually stayed at your last typical hotel? —(nights)

How much would you be willing to pay for Hotel I compared to what you
actually paid for your typical hotel on your last visit?
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Appendix B
Types of Customer Lifetime Value

Recognizing the importance of CLV, there are several CLV modeling appsoache
and each CLV consists of various components to calculate CLV (Reinartz and Kumar,
2003; Gupta, Lehmann, and Stuart, 2004; Wangenheim, 2005; Gupta et al, 2006). This
section identifies some of the most commonly used approaches.
Gupta, Lehmann, and Stuart’s (2004) & Reinartz and Kumar (2003)’s studies

Gupta, Hanssens, Hardie, Kahn, Lin, and Ravishanker (2006) generally defined
CLV as “the present value of all future profits obtained from a customer ®ver her
life of relationship with a firm” (p. 141). The fundamentals of CLV used the conamat
of ‘price paid by a customer at timh€p,),” ‘direct cost of servicing the customer at titne
(cy),” ‘discount rate or cost of capital for the firm),{(‘probability of customer repeat
buying or being “alive” at time (r),” ‘acquisition cost AC),” and ‘time horizon for
estimating CLV 7).” Gupta et al. (2006) discussed the differences among different CLV
modeling approaches even though the key substantive questions are the same (e.g.
evaluating valuable customers, allocating resources, etc.). The stuGieptaf
Lehmann, and Stuart (2004) and Reinartz and Kumar (2003) used the fundamentals of

CLV modeling. The formula derived by the above studies for CLV is shown below.
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T
- (pr — €)1y .
CLV = E e AC
=0 (1 + IJ

where

p, = price paid by a consumer at time f.

¢, = direct cost of servicing the customer at time f,

i = discount rate or cost of capital for the firm,

r, = probability of customer repeat buying or being
“alive™ at time £,

AC = acquisition cost, and

T = time horizon for estimating CLV.

Gupta and Lehmann’s (2003, 2005) study

Gupta and Lehmann (2003, 2005) also showed that if magmgine)(@nd
retention rates are constant over time and we use an infinite time horizon, ten CL
simplifies to the expression described below. CLV simply becomes marptim(es a

margin multiple(r/1 +i —r). The formula of CLV is shown below.

[e. 8]

_ t
(‘L,-’:E M:m;"
pe (141) (14+1t—r)

where

pt = price paid by a consumer at time

ct = direct cost of servicing the customer at time

i = discount rate or cost of capital for the firm,

rt = probability of customer repeat buying or being “alive” at ttme
AC = acquisition cost, and

T = time horizon for estimating CLV.

margin (m) times a margin multiple (r/1 +i—r).

Rust, Lemon, and Zeithaml’s (2004) study
Rust, Lemon, & Zeithaml's (2004) study used the brand-switching matri@es as

CLV model. Rust et al (2004) approach means that CLV is calculated by putting
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information about the acquisition and retention of customers on competing brands in
terms of brand switching. The Markov switching matrix models an individuaroests
probability of switching from one brand to another on the basis of individual-level

utilities. The lifetime value, CLYof customer to brandj is shown below.

i
- 1
CLV; = "‘""——,—I":, X Wiy X By
4 ; (1 N afj}r"-f‘ it 0 i

where,

T; number of purchases customer i makes during

the specified time period

firm js discount rate

average number of purchases customer / makes

in a unit time (e.g., per year)

Vi customer i’s expected purchase volume of
brand ; in purchase ¢

Ty expected contribution margin per unit of brand j
from customer i in purchase ¢

By, probability that customer i buys brand j in purchase ¢

-t

Wangenheim’s (2005) approach

Wangenheim (2005) aimed to examine how future customer transaction behavior
and lifetime value can be forecasted by differentiating betfregnency of customer
transactionsaandupgraded transactionsThe formula for calculating, using

Wangenheim’s (2005) study, is shown below.

I INT,[CM ,, + (PUP, ACM)]
GLy= ¥, ;
t=1 (l + dy
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where

CLYV, = Lifetime value of customer I.

TNT, = Total number of transactions made by
customer | in period t.

CM . = Average contribution margin of base
transaction.

PUP, = Proportion of “upgrade” transactions
by customer I in period t.

ACM, = Additional contribution margin for high
value transactions.

d = Discount rate.

t=1...7 = Number of time periods considered.

Kumar & George’s (2006) approach

Kumar and George (2006) presented two different aggregate and disaggregat
level approaches. According to Kumar & George’s (2006) study, the aggregate-level
approach means top-down approach where it is computed by using firnmleaslires
when the individual CLV data are not available, and therefore all the customexgeave
CLV is calculated. On the other hand, the disaggregate-level approach, addreall
bottom-up approach, is one where a firm calculates the CLV of all the custbirser
and then aggregated them (Kumar & George, 2006).

Kumar and George (2006) identified both studies that used the aggregate-level
approach such as Berger and Nasr (1998), Gupta and Lehmann (2003), Blattberg, Getz
and Thomas (2001) approach, and Rust, lemon, and Zeithaml (2004). On the other hand,
Kumar and George (2006) identified Venkatesan and Kumar’s (2004) stuay as t

disaggregate-level approach. Venkatesan and Kumar’s (2004) used a predatedgur
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frequency for the customers as a key element for calculating CLV. TWdd@iula for

Venkatesan and Kumar’s (2004) study is shown as below.

T; Z . .
Crmt X Ximt
CLV, = § = = (9)
=+ ) e Z (1+7)
where,
CLV; lifetime value of customer
CM;, predicted contribution margin from customer
i in purchase occasion ¥,
¥ discount rate,
Ciunl unit marketing cost for customer i in channel
m in year |/,
Ximi number of contacts to customer 7 in

channel m in year /,
frequency, predicted purchase frequency for customer i,

" number of years to forecast, and

7; predicted number of purchases made by
customer i until the end of the planning
period.

Fader, Hardie, and Berger’'s (2004) approach

Fader, Hardie, and Berger (2004) usstencyandFrequencyof purchase to
calculate the average transaction value of the customer. Using thecavalitegyand
applying a pre-determined discount rate, the authors suggested a formuleLfiatiog

CLV as shown below (Fader et al, 2004). The authors call this approach as probability

models (Fader et al, 2004).

CLV(3|r,a,s,B, p.q.v.x. 1, T)
BT 4 x_D)W(s, 53 8B + T))
- T a4+ Ty++HLra,s plx.t,. T

L Y +mxp
px+q — 1

Where;
(r, a, s, B) are the Pareto/NBD parameters,
(p, 0, v) are the parameters of the transaction value model,

305



y(+) is the confluent hypergeometric function of the second kind,
L(-) is the Pareto/NBD likelihood function.

“recency’ty,

“frequency”x (in a time period of length),

an average transaction valuenax,

continuous compounding at rate of intei@st

Persistence models

Gupta et al (2006) discussed that persistence models focuses on modeling the
behavior of its components; acquisition, retention, and cross-selling (expansion or
margin). Persistence modeling assumes that components can be tréaied aart of a
dynamic systerwhen data is available for a long period of time. Such analysis would
then be based on multivariate time series techniques, particularly, vectoyeegenee
(VAR) Gupta et al (2006).

Yoo and Hanssens (2005) used in a CLV context to measure the impact of
advertising, discounting, and product quality on Customer Equity. Villanueva,Yoo, and
Hanssens (2006) also examined the differences in CLV among diffestoinar
acquisition methods. The persistence model included three steps; 1) the ararpinat
the evolution of each system’s variable over time; 2) the estimation of themGRlI,
typically with least squares methods; and 3) the derivation of the impulse response

functions of customers (Dekimpe & Hanssens, 2004). Villanueva, Yoo, and Hanssens’s

(2006) study presents the VAR model as below:

AM, apo p [O G a3
AW, | = | ax "‘Z ay ay  ay
Vi 30 =l \ay @y a

AM,_, e,

AW, | + | ex

Vi €3y
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Where;

AM stands for the number of customers acquired through the firm’s marketing actions
AWstands for the number of customers acquired from word of mouth/ ertthe firm’s
performance.

The subscript stands for time,

pis the lag order of the model.

In this VAR model, €1t, e2t, e3t)’ are white-noise disturbances distributedNés >)).
The direct effects of acquisition on firm performance are capture3hwa32.

The cross effects among acquisition methods are estimasi®g?1;

performance feedback effects &/3,a23; and finally,reinforcement effects b§1,a22,
a3s.

Note that, as with all VAR models, instantaneous effects are reflectedviarthece-
covariance matrix of the residuajs)(

Other models

Gupta et al (2006) identified that other CLV modeling such as: RFM models,
Econometric models, Computer Science models. The RFM model creatssdcell
groups of customers on three variables such as Recency, Frequency, and Mbnetary.
simplest models classify customers into five groups based on each of these thre
variables (e.g. 5 x 5 x 5 or 125 cells). The Econometric model is analyzed by using
customer acquisition, retention, and expansion; then, combining them to estimate CLV.
Regarding Computer Science Models, Gupta et al (2006) mentioned that computer
science literature emphasize predictive ability such as neural netwogtanaecision

tree models etc.
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Appendix C

Table C1. Descriptive Statistics of Part-Worth by 27 Hotel Profiles

Profile Number N Mean?® STD Rank
1 78 0.34 0.23 27
2 73 0.36 0.22 25
3 74 0.35 0.22 26
4 72 0.39 0.23 20
5 79 0.40 0.23 19
6 70 0.38 0.24 21
7 74 0.37 0.23 22
8 71 0.37 0.24 23
9 74 0.37 0.25 24
10 69 0.51 0.20 12
11 64 0.50 0.20 13
12 72 0.48 0.20 15
13 70 0.48 0.20 16
14 68 0.48 0.18 17
15 69 0.48 0.18 18
16 64 0.53 0.20 11
17 72 0.54 0.19 10
18 66 0.50 0.20 14
19 61 0.64 0.20 2
20 68 0.65 0.20 1
21 59 0.64 0.18 3
22 63 0.63 0.19 4
23 59 0.62 0.22 5
24 65 0.62 0.18 6
25 65 0.61 0.21 7
26 61 0.60 0.20 9
27 62 0.61 0.20 8

Note:

2 Part-worth was calculated by weighted scores dedds (below expected, as

expected, and above expected) of the five CE diver

® Please refer the description of 27 profiles inttethodology of Chapter 3 and 9
profiles in the 3 sets of surveys of Appendix A.

¢N = 1842 (Each respondent answered 9 hotel profiless, the total number was

increased.)
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Table C2.

Descriptive Statistics of Dependent Variables by 29 Hotel Prigs

Personal funding Business funding
Profile I\;Iggn Brand | poom-| Room | B39 | Room- | Room
Switching nights | rate ($) Switching nights | rate ($)
(%) (%)
1 Mean 0.83 2.23 66.67 -0.63 2.42 71.88
SD 56.26 2.42 46.22 54.52 2.53 56.41
5 Mean 18.14 2.16 56.4 21.4 2.49 57.56
SD 47.32 2.56 40.12 45.54 2.53 39.92
3 Mean 4.55 2.02 50.57 4.77 2.48 62.5
SD 49.20 2.37 41.93 51.74 2.55 48.38
4 Mean 19.15 2.49 65.96 13.19 2.68 73.4
SD 45.34 2.54 46.46 49.04 2.66 50.65
5 Mean 20.23 2.09 53.49 20.23 2.44 64.53
SD 49.26 1.93 36.02 50.50 2.64 46.04
6 Mean 13.73 2.57 73.08 11.37 2.8/ 79.9
SD 44.04 2.59 60.71 45.83 2.84 64.42
7 Mean 6.32 2.26 69.08 10.53 2.4 81.58
SD 50.85 2.21 60.53 49.75 2.41 60.60
8 Mean 10.21 2.51 73.4 8.09 2.6 78.19
SD 42.71 2.19 56.72 42.00 2.16 52.03
9 Mean 11.28 2.31 61.54 12.82 2.51 70.51
SD 47.91 2.07 42.86 51.14 2.21 46.20
10 Mean 23.94 2.61 71.21 25.76 3 79.55
SD 48.54 2.16 64.08 50.50 2.66 68.88
11 Mean 7.5 2.88 82.5 2.75 2.9 82.5
SD 33.95 2.36 59.97 35.08 2.35 59.16
12 Mean 14.59 2.24 62.16 10.81 2.54 67.57
SD 49.53 2.11 47.00 52.46 2.36 55.24
13 Mean -0.24 2.4 71.43 -3.81 2.5 66.67
SD 43.70 2.58 56.73 46.64 2.57 54.57
14 Mean 24.87 2.69 60.26 26.41 2.82 66.03
SD 49.04 2.89 42.04 51.68 2.81 48.49
15 Mean 13.68 2.82 70.42 12.63 3.0¢4 75.03
SD 46.47 2.88 55.49 48.81 3.14 58.78
16 Mean 28.25 3.32 67.5 29.5 3.45 78.12
SD 38.89 2.92 47.77 37.21 2.77 49.74
17 Mean 19.21 2.32 57.92 21.84 2.9" 71.74
SD 57.49 2.48 58.82 55.40 3.05 64.32
18 Mean 6.34 2.61 64.02 13.9 2.9 67.07
SD 55.67 3.15 59.96 52.72 3.11 59.80
19 Mean 25.14 3.71 71.43 28.29 3.8¢ 84.29
SD 35.35 3.04 44.20 41.69 2.99 54.60
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Table C2. Descriptive Statistics of Dependent Variables by 29 Hotel Prtds
(continued)

Personal funding

Business funding

. Mean Brand Brand
Profile | “/sp | switching F;%‘;]rtns r';t“’ao(rg) Switching F;%‘;]rt‘; rgtzog)
(%) (%)

20 Mean 27.35 2.97 75.76 27.35 3.71 86.06
SD 49.81 3.01 67.07 51.54 3.75 77.72

21 Mean 24.72 3.03 74.31 20 2.83 88.19
SD 32.73 2.50 60.20 39.06 2.29 65.05

22 Mean 21.11 3.15 80.59 20.74 3.56 88.93
SD 45.69 3.01 70.92 50.91 3.25 76.77

23 Mean 14.24 2.94 91.67 13.03 3.12 103.03
SD 40.00 2.36 68.37 45.17 2.34 70.64

24 Mean 12.86 2.11 70.54 9.29 2.32 75.89
SD 37.80 1.71 50.49 43.46 1.81 54.64

o5 Mean 12.29 2.74 77.86 9.43 3.03 80.71
SD 41.59 2.47 59.95 45.89 2.74 62.45

26 Mean 34.19 3.26 70.97 37.74 3.39 74.19
SD 55.60 3.44 49.20 51.94 3.55 50.20

57 Mean 5.59 2.53 63.97 7.35 2.85 73.56
SD 46.00 2.92 55.11 46.34 3.01 57.81

Note:

& Please refer the description of 27 profiles i tiethodology of Chapter 3 and 9 profiles in the 3
sets of surveys of Appendix A.
N = 1041 (Each respondent answered 9 hotel profiless, the total number was increased.)
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Appendix D

Based on the population in the hotel industry by Smith Travel Research (2008),
the total room-nights per year were calculated in the following formula: 4,476 288 (
number of rooms) x 63.1 (average occupancy rate) x 365 (days) = 1,030,934,160). The

final population for calculating CE was obtained through three steps in the following.

Step 1

Table D1. Population by the CE-based Segments based on percentage of Survey
Participants

N Percentage (%) Room-Nights
%'.\t‘;tgé)l 32 18 188,394,060
%‘;tg;)z 22 13 135,408,230
((:('S‘étgg)g' 39 22 229,605,260
((:I';gg)“ 31 18 182,506,745
%‘ggg; 51 29 295,019,864
Total 175 100 1,030,934,160
Step 2
Table D2. Population by the CE-based Segments and Hotel type
CE-based Hotel Type
Segments Budget Mid-Price High-End Luxury
%'Fggtceg)l 7,405,427 5,299,735 10,364,241 30,417,791
((:g‘étceg)z 22,031,558 | 10,189,957| 17,476,956 15,419,312
%ggtgg;’ 38,644,935 | 5,486,468 7,594,650 6,403,745
((:I'Busséeé)“ 14,218,420 | 4,096,762 | 13,589,246 1,659,152
(i:f;tggf 23,333,423 | 5,946,834 11,023,345 11,054,315
Sub Total | 105,633,764] 31,019,757 60,048,439 64,954,316
Percentage 40% 12% 23% 25%
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Step 3

Table D3. Population by the CE-based Segments and Hotel type in terms okEfi

drivers
CE-based . Hotel Type
Segments CE Drivers Budget Mid-Price High-End Luxury
Convenience 1,481,085 1,059,947 1,899,765 1,520,890
Quiality 1,629,194 1,131,493 2,360,974 7,604,448
Cluster 1 | Price 2,073,520 1,153,222 1,784,72p 7,604,448
(RSCS) | Brand Image 962,705 657,697 1,899,765 4,562,669
Relationship 1,258,923 1,296,845 2,417,978 9,175,33
Sub Total 7,405,427 5,299,205 10,363,205 30,417,791
Convenience 11,383,706 3,600,112 7,228,469 6,507,41
Quiality 3,672,661 2,671,807 4,687,320 3,582,934
Cluster 2 | Price 3,672,661 2,671,807 3,654,43p 3,279,174
(CSCS) | Brand Image 1,835,229 679,670 1,223,387 1,130,750
Relationship 1,469,505 566,562 683,344 829,559
Sub Total 22,033,762 10,189,957 17,476,956 15,419,826
Convenience 4,830,617 833,395 1,076,162 1,280,749
Quiality 17,873,283 2,672,459 3,860,36[ 3,842,247
Cluster 3 | Price 11,593,481 1,300,842 1,487,032 640,375
(QSCS) | Brand Image 1,932,247 350,037 506,563 480,281
Relationship 2,415,308 329,188 664,532 160,094
Sub Total 38,644,935 5,485,920 7,594,650 6,403,745
Convenience 2,900,558 693,172 2,717,849 497,746
Quiality 3,270,237 1,031,155 3,544,075 539,224
Cluster 4 | Price 3,952,721 921,771 3,397,31p 66,366
(BSCS) | Brand Image 2,729,937 1,058,194 2,944,790 414,788
Relationship 1,364,968 392,470 985,22( 141,028
Sub Total 14,218,420 4,096,762 13,589,246 1,659,152
Convenience 4,200,016 1,225,048 2,344,666 2,206,073
Quiality 4,823,019 1,427,835 2,905,754 2,617,662
Cluster 5 | Price 11,356,377 2,401,926 4,299,105 4,718,719
(PSCS) | Brand Image 1,477,006 450,770 671,322 736,954
Relationship 1,477,006 441,255 801,397 774,539
Sub Total 23,333,423 5,946,834 11,022,243 11,053,947
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Appendix E

Table E1. Customer Equity

CE-based | Funding Hotel CE I b - c c c
Segments | Sources Type Drivers @ Initial CLVs New CLVs Delta CLV POP Initial CE New CE Delta CE
Budget B2 $ 2728437 $ 569817 $ 3,413.80 962,705| $ 2,199,174420.85 $  5,485656,749.85 $  3,286,482,329.00
g”r'i‘; c2 $ 279836 $ 9,789.50 $ 6,991.14] 1,059,947| $ 2,966,113,286.92 $ 10,376,351,156.50 $  7,410,237,869.58
Personal
funds P2 $ 362871 $ 395782 $ 329.05 1784722 $ 6476345651.94 $  7,063,6084260% $  587,262,774.10
Clusterl H;?]Z‘ B2 $ 362877 $ 634021 $ 271144/ 1,899,765 $ 6,893,810,239.05 $ 12,044,909,050.66 $ 5,151,098,811.60
RSCS
( ) R2 $ 362871 $ 432788 $ 699.11| 2,417,978| $ 8,774,286,027.06 $ 10,464,718,626.64 $  1,690,432,599.58
Budget B2 $ 228437 $ (10,392.59)  $(12,676.96) 962,705 $ 2,1B9420.85| $ (10,004,998,355.95)  $ (12,204,172,776.80)
Busi
fusr'lgzss High- c1 $ 362871 $ (6,93353)  $(10,562.30) 1,899,765 $ 8,880,239.05| $ (13,172,077,620.48)  $ (20,065,887,859.50)
end c2 $ 362871 $ (6,904.76)  $(10,533.53) 1,899,765 $ 8890,239.05| $ (13,117,421,381.4d) $ (20,011,231,620.45)
B Q1 $ 7090 $ 76563 $  56.54| 3,672,661] $ 2,604,247,188.49 $  2,811,899,441.48 $  207,652,252.94
udget
Personal g R2 $ 7090 $ 79370 $  84.61] 1,469,505| $ 1,042,011,30045 $  1,166,346,11850 $  124,334,818.05
CICUSE:GQZ funds o c2 $ 206811 $ 3,141.67 $ 1,07356| 7,228,469 $14,949,269,023.59 $ 22,709,464,20328 $  7,760,195,179.64
( ) end P1 $ 206811 $ 270585 $ 637.74 3,654,432 $ 7,557,767,363.52 $  9,888,344,827.20 $ 2,330,577,463.68
B?usr']':;ss H;?]Z' P1 $ 206811 $ 274254 $ 67443 3654432 $ 7,557,767,363.52 $ 10,022,425937.28 $  2,464,658,573.76
Pﬁ;ﬁg’s‘a' HE'%Z' P2 $ 5096387 $ 1594057 $ 9976.75| 1,487,032| $ 8,868,391,182.24 $ 23,704,137,688.24 $ 14,835,746,506.00
Cluster 3 Budget P2 $ 36481 $ 183342 $ 146861 11593481 $ 4229417,803.61 $ 21,255719,935.00 $ 17,026,302,131.41
(@SCS) B;Jusr'lzzss High- B2 $ 5096382 $ 1581174 $ 9,847.92 506,563| $ 3,021,050,550.686 $  8,000,642,449.60 $  4,988,591,898.96
end R2 $ 5096387 $ 18,099.51 $ 12,135.69 664,532 $ 3,963,149,232.24 $ 12,027,703579.30 $  8,064,554,347.08
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Table E2. Customer Equifgontinued)

ggg?ﬁ:ﬁg Funding ':;’:)‘Z' ok o | initial CLVS | New CLVs Delta CLV POP® Initial CE °© New CE® Delta CE®

sudget —C $ 487281 $ 1,796.66 $ (3076.21) 2,900,558  $14,134,042,061/46$  5211,316,536.28 $ (8,922,725,525.18)

c2 487287 $ 390083 $ (972.04) 2,900,558  $14,134,042,061/46 $ 11,314,583,663.14 $ (2,819,458,398.32)

Mid- P1 $ 351884 $ 7,139.65 $ 362076| 921,771| $ 3,243610,754.19 $  6,581,122,320.15 $  3,337,511,565.96

Pﬁﬁgga’ price B2 $ 351889 $ 594529 $ 242640 1,058,194 $ 3,723,668,284.66 $  6,291,270,206.26 $  2,567,601,921.60

Q2 $ 462641 $ 938354 $ 4,757.13 3544075 $16,396,344,020.75 $ 33,255969,52550 $ 16,859,625,504.75

Hei?]r&' P2 $ 46264] $ 937790 $ 4,751.49| 3,397,312| $15717,358,200.92 $ 31,859,652,204.8) $ 16,142,293,994.88

B2 $ 462641 $ 551466 $ 888.25| 2,944,790| $13,623,805903.90 $ 16,239,515,621.40 $  2,615,709,717.50

c1 $ 4872871 $ 1,152.50] $ (3,720.37)] 2,900,558  $14,134,042,061|46$  3,342,893,095.0p $ (10,791,148,966.46)

c2 $ 487281 $ 371534 $ (1,157.53) 2,900,558 $14,134,042,061/46$ 10,776,559,159.7f $ (3,357,482,901.74)

C(gjssg)“ Budget| Bl $ 487287 $ 367484 $ (1,198.03) 2,729,937  $13,302,628,109[19 $ 10,032,081,685.08 $ (3,270,546,424.11)
R1 $ 487287 $ 263234 $ (224053) 1,364,968 $ 6,651,311,61816$%  3,593,059,865.12 $ (3,058,251,753.04)

R2 $ 487287 $ 213592 $ (2,736.95) 1,364,968 $ 6,651,311,61816%  2,915462,450.56 $ (3,735,849,167.60)

Business P1 $ 351884 $ 7,705.61 4186.72)  921,771| $ 3,243,610,754.19 7,102,807,835.31 $ 3,859,197,081.12

funds me B1 $ 351889 $ 475630 $ 1,237.41 1,058,194| $ 3,723,668284.66 $  5033,088122.20 $ 1,309,419,837.54

R2 $ 351889 $ 7732200 $ 421331 392470| $ 1,381,058,758.30 $  3,034,656,534.00 $  1,653,597,775.70

c1 $ 462641 $ 544510 $ 818.69 2,717,849 $12,573,883,792.09 $ 14,798,959,589.90 $  2,225,075,797.81

High- Q2 $ 462641 $ 10828.88 $ 6,202.47| 3544075 $16,396,344,020.75 $ 38,378,362,886.00 $ 21,982,018,865.25

end P2 $ 462641 $ 1082775 $ 6,201.34| 3,397,312| $15717,358,209.92 $ 36,785,245008.00 $ 21,067,886,798.08

B2 $ 462641 $ 543776 $ 811.35| 2,944,790| $13,623,805903.90 $ 16,013,061,270.40 $  2,389,255,366.50

Budget 01 $ 39918 $ 56523 $ 166.10 4,823,019 $ 1,92501157347 $  2,726,115029.3f $  801,103,455.90

Personal g"r'lie P2 $ 522153 $ 234738 $ (2.874.15)| 2,401,926 $12,541,728,666,78 $  5,638,233,053.88 $ (6,903,495,612.90)
C('Ft‘géeé)‘r’ funds High- c1 $ 404616 $ (13271.15) $(17,317.32) 2,344,666 $ 98®E782.56) $ (31,116,414,185.90) $ (40,603,331,415.12)
end Q2 $ 404616 $ (13,199.80) $(17,24596) 2905754 $ 1174560464 $ (38,355371,649.20) $ (50,112,517,253.84)

B;‘usrigiss Budget Q1 $ 39918 $ 59621 $  197.08] 4,823,019 $ 192501157347 $  2,875532,157.99 $  950,520,584.52

Notes:

#In terms of the marketing effort responsiveness, drivenre represented in the following categories: C1 (Coieviee: As expected), C2 (Convenience: Above expected)QQality: As
expected), Q2 (Quality: Above expected), P1 (Price: Asagpg P2 (Price: Above expected), B1 (Brand Image: Asategdg B2 (Brand Image: Above expected), R1 (Relationgtsexpected),
and R2 (Relationship: Above expected).

b POP was derived from the total population of the hatfistry by hotel type as well as five CE drivers. Pleafsr Appendix B

¢, The values of actual Initial CE, New CE, and D&t were computed by multiplying initial CLVs, New CLV$icaDelta CLVs and POP.
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Appendix F

1. Clusters and Hotel Type
1.1. Cluster 1 by Hotel Type
1.1.1. Personal funds source
1.1.1.1. Budget Hotel
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1.5. Cluster 5 by Hotel Type
1.5.1. Personal funds source
1.5.1.1.Budget Hotel

Q1

Mleyy CLY
0,204 1.103

Mean = 5652304

[} [Ty} [} L
= [ — —
Yalues in Thousands
Delta CLY
-0,19% 0.703

2.0 1

2.5 -

=+
=
=
—_
o
)
—
]
=
m
a
=

Yalues in Thousands

376

B rew

Minirnurn 19.7347
Maximurn 2191.3970
Mean ERE.2304
Std Dew  279.2899
WValues 10000

B oehacy

Minirnurn  -379,39532
Maxirmurn 17922670

Mean 1661004
Std Dew 2792899
WValues 10000



Miean ROI

-39 176
5.0
0.003 4 Bl rean Rt
0,004 4 Minirurn - 95,0556
Maxirnurn 49,0424
0,003 4 Mean 41,6156
Std Dev  £9.9747
0.a0z Walues 10000
0.001 4
0.000 iy, t ]
(o) (o) (o) (o} (o) (o) =
= = [ ] ] ] (o]
-.Tc — [N | [Ln] ool [Ty}
1.5.1.2. Mid-price Hotel
P2
ey CLY
5.0
B rew
Miniraurn FR2227
= Mazirmurn 141332,5847
# flaan 2347 3306
LS Std Dew 14332692
i Yalues 10000
Il
=
i
=
= ™ = 4

Yalues in Thousands

377



-4.55

-57.7

T

0.015 |
0.016 A
0,014 A
0.01z2 A
0.010 A
0,005 A
0,006 A
0,004 A
0.00z
0,000

-100

Mean = -55,0442

-50

Mean = -2874, 1494

-16

Delta CLV
-0.08

2.

10 -

. Drelta LW

-L144.2072
29120547

25741494
1428.2692

10000

Minirnurn
Maxirmurn
Mean

Std Drav
\lalues

[} [t} =+
Yalues in Thousands
Mean FOI
5.
Bl tean RO
Minirurn -98.5211
Maxirnurn 170,6730
Mean -BE.0442
Std Dev 27,5450
Walues 10000
(o} (o) (o) [ )
L (o) L (o)
— — [N ]

378



C1

1.5.1.3. High-end Hotel

ey CLY

-23.12

Yalues x 10--5

Mean = -13271,1552

[} L [} L [} L [} L
L ¥+ T o it . o -
Yalues in Thousands
Delta CLY
=27.16
5.
8 -
? 4
EI 4
L
{5
(o) i~
— u
w4 1 =
g o
23 &
o ;
= I
5
1 =
0 T T .
[T (o) L (o) u (o] [Tp) (o)
u L T+ + w o o o

Yalues in Thousands

379

-15

-5.5%6

-10.00

-10
5

. Mews CLW

Minirmurn  -46724.5279
Maxirnurmn  -2042,8971
IMean -13271,1552
Std Drew C290,0743
Yalues 10000

. Drelta LW

Minirmurn  -50F70,6879
Maxirnurn  -6090,0571
[Mean -17217 3152
Std Dew £290,0743
Values 10000




2. P

0.0035 -
0.0030
0.0025 4
0.0020
0.0015
0.0010

0.0005 4

0,0000

-1.4

Q2

-1.2

-1.0

= b
= =

Yalues in Thousands

Mewy CLY
-2 6

5.0

Q.

Walue
[ ]
A

-40

-35

o
o

[}
I

Yalues in Thousands

=+
=

[N

(=g
o
-
e
[ug}
S
=
M
=
:
]
c
o
a
=

L
—
]

380

-0.2

-6.07

[l ean ROt

Minirurn  -1254,7370
Maxirmurn  -150,5145
Mean -427 9938
Std Dev 1307431
alues 10000

0.0

B rew

Minirnurn -42679.0410

Maxirmurn  -1972,9678
Meaan -13199,7959
Std Dew E212.5801
WValues 10000



Delta CLV

=27 -10.12
5.
g -
8 4
? 4
w g [l oehacy
%
=E- o Minirurn  -46725 2010
* = Maxirourn  -6019,1278
4 y Mean  -17245,9559
% 3 E Std Dew £212.5801
= ' Walues 10000
I
24 c
E
. =
0 T ¥
(o) u (o) u (o) L - L (o) L
iy + + o o il o - - '
Yalues in Thousands
Mean FOI
-0.667 -0,250
0.0035 1
0.0030 4
0.0023 1 Bl t7ean RO
0.0020 4 Minirnurn  -1154,8036
Maxirnurn  -148.7615
0.0015 4 Maan 26,2302
Std D 1288278
0.0010 1 \alues 10000
0,0005 4
0.0000
[N} [} [an]} Lin} + [} [}
0 0 7 7 7 o =

Yalues in Thousands

381



1.5.2. Business funds source
1.5.2.1.Budget Hotel
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Oklahoma State University Institutional Review Board

Date: Wednesday, September 24, 2008
IRB Application No HE0860
Proposal Title: A Comparative Study of Market Segmentation Management in the Hotel

Inductry: A Customer Equity Approach

Reviewed and Exempt
Processed as:

Status Recommended by Reviewer(s): Approved Protocol Expires: 9/23/2009

Principal

Investigator(s):

Yumi Park Radesh Palakurthi
210 HES 210 HES

Stillwater, OK 74078 Stillwater, OK 74078

The IRB application referenced above has been approved. It is the judgment of the reviewers that the
rights and welfare of individuals who may be asked to participate in this study will be respected, and that
the research will be conducted in a manner consistent with the IRB requirements as outlined in section 45
CFR 46.

g The final versions of any printed recruitment, consent and assent documents bearing the IRB approval
stamp are afttached to this letter. These are the versions that must be used during the study.

As Principal Investigator, it is your responsibility to do the following:

1. Conduct this study exactly as it has been approved. Any modifications to the research protocol
must be submitted with the appropriate signatures for IRB approval.

2. Submit a request for continuation if the study extends beyond the approval period of one calendar
year. This continuation must receive IRB review and approval before the research can continue.

3. Report any adverse events to the IRB Chair promptly. Adverse events are those which are
unanticipated and impact the subjects during the course of this research; and

4. Notify the IRB office in writing when your research project is complete.

Please note that approved protocols are subject to monitoring by the IRB and that the IRB office has the
authority to inspect research records associated with this protocol at any time. If you have questions
about the IRB procedures or need any assistance from the Board, please contact Beth McTernan in 219
Cordell North (phone: 405-744-5700, beth.mcternan@okstate.edu).

helia Kennison, Chair
Institutional Review Board
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Informed Consent Form

Thank you for agreeing to participate in this research project. This form outlines the purpose of
the study and provides a description of your involvement and rights.

1.

Project Title:
A Comparative Study of Market Segmentation in the Hotel Industry: A Customer Equity Approach

Investigators:
Yumi Park, Ph.D student

210 HESW

Oklahoma State University
Stillwater, OK 74078
(443) 928-4358 (Voice)
(405) 744-6299 (fax)
yumi.park@okstate.edu

Purpose of the Study:

The focus of the current study is to evaluate if two different segmentation approaches; traditional
versus customer equity (CE) based segmentations have a differential effect on customer equity in the
hotel industry. The specific objectives of the research are; 1) To determine the core customer equity
(CE) drivers in the hotel industry, 2) To find the differential impact of traditional versus CE based
segmentations in order to measure customer equity of the hotel industry, and 3) To evaluate the
marketing mix components required to maximize customer equity in the hotel industry by analyzing
marketing efforts, making strategies, and recommending action plans.

Procedures:

To address the objectives,
1) You will be asked questions about your opinions about the sub-drivers of customer equity in hotel
industry.

a. Inyour opinion, as an experienced hotel operator, what factors do you think drives customers
to return to a hotel?

b.  What type of issues or factors do hotel customers consider when they think about value
including convenience, quality and price?

c. What type of issues or factors do hotel customers consider when they think about brand
including image, awareness, attitude, and perception?

d. What type of issues or factors do hotel customers consider when they think about retention
including loyalty programs, special awards or recognition programs, community building
programs, and knowledge building programs.?

e.  Are there any other factors that you would consider to be important for making buying
decisions in the hotel industry?

2) The focus group will be audio-recorded.

3) Date and Time: TBA but will be during the month of October 2008 and the focus group is
expected to last about 2.5 hours.

4) The place will be a conference room at the AthertoHlotel on the OSU campus. Olda. State Univ
IRB
Aprond 314105
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5. Risks of Participation:

There are no known risks associated with this project which are greater than those ordinarily
encountered in daily life.

6. Benefits:

Through this research, the hotel industry will be able to identify sub-drivers of customer equity. The
research will find the similar and different sub-drivers of customer equity in hotel companies,
compared of general companies, and also provide the marketing strategies action plans through
customer equity management for satisfying customers’ individual needs and wants.

7. Confidentiality and Participant Rights:

The researcher guarantees the following conditions will be met:

1) Your name or any identifying information will not be used at any point in the process of information
collection or in the report.

2) This research will totally voluntary. If you accept the e-mail invitation, your identity will be kept
confidential. You may at any time choose not to participate in this focus group or refuse to answer
specific question during the interview. There will be no penalty associated with non-participation or
non-response to any questions.

3) All data from this study will be destroyed within one year of the completion of this project, or
approximately June 2009.

8. Contacts:

If you have questions about your rights as a research volunteer, you may contact Dr.Shelia Kennison, IRB
Chair.

Dr. Shelia Kennison, IRB Chair.
219 Cordell North,

Stillwater, OK 74078.

Tel: 405-744-1676
Email:irb@okstate.edu

If you decide to participate in this study, please sign this consent form and return it to the Principal Investigator (PI).
The PI will also give you a copy of this consentiim.
Signatures:

I have read and fully understand the consent form. I sign it freely and voluntarily. A copy of
this form has been given to me.

Signature of Participant Date

[ certify that I have personally explained this document before requesting that the participant
sign it.

Signature of Researcher Date
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Email Invitation

Dear Colleague:

I am writing to you today to invite you to participate in a focus group study I am conducting to determine the
customer equity drivers in the hotel industry. You have been identified as a potential candidate for the focus
group because of your managerial position in the industry or your expertise in the field. I would really
appreciate if you could send me an email regarding your interest in participating in this focus group study. The
details about the study are as follows:

Study Title: A Comparative Study Of Market Segmentation in the Hotel Industry: A Customer Equity

Date and Time: TBA but will be during the month of October 2008 and the focus group is expected to last
about 2.5 hours.

Venue: A conference Room at the Atherton Hotel on the OSU campus

Security and Storage: The focus group discussions will be audio recorded only for research purposes. The
data will be transcribed by PI (Yumi Park) but individual respondents’ comments will be recorded using ID
numbers (e.g. Respondent 1, 2, 3) that are randomly assigned. No comments will be linked to any specific
individual at any time throughout this project. All data collected for this project will be destroyed by July
2009.

This study has been approved by the OSU’s Institutional Review Board (IRB), and you may direct any
questions you may have about human subjects related to this research to that office at the contact address
provided below. If you need additional information about this research, please do not hesitate to contact me at
the address provided below.

Participation in this study is voluntary. If you accept the e-mail invitation, your identity will be kept
confidential. You may withdraw from this research at any time and may even refuse to participate in any
specific discussion during the focus group. However, we would like to state that there are no know risks
associated with this research.

I thank you in anticipation of your participation. Please send me an email at yumi.park@okstate.edu.
Sincerely,
Yumi Park, Ph.D student

210 HESW

Oklahoma State University
Stillwater, OK 74078
(443) 928-4358 (Voice)
(405) 744-6299 (fax)
yumi.park@okstate.edu

If you have any questions about your rights as a research volunteer, you may contact:

Dr.Shelia Kennison, IRB Chair.
219 Cordell North,

Stillwater, OK 74078.

Tel: 405-744-1676
Email:irb@okstate.edu
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Oklahoma State University Institutional Review Board

Date: Wednesday, January 14, 2009

IRB Application No  HE092

Proposal Title: A Study of Market Segmentation in the Hotel Industry: Customer Equity
Approach

Reviewed and Exempt

Processed as:

Status Recommended by Reviewer(s): Approved Protocol Expires: 1/13/2010

Principal

Investigator(s):

Yumi Parkv”’ Radesh Palakurthi
210 HES 210 HES

Stillwater, OK 74078 Stillwater, OK 74078

The IRB application referenced above has been approved. Itis the judgment of the reviewers that the
rights and welfare of individuals who may be asked to participate in this study will be respected, and that
the research will be conducted in a manner consistent with the IRB requirements as outlined in section 45
CFR 46.

The final versions of any printed recruitment, consent and assent documents bearing the IRB approval
stamp are attached to this letter. These are the versions that must be used during the study.

As Principal Investigator, it is your responsibility to do the following:

1. Conduct this study exactly as it has been approved. Any modifications to the research protocol
must be submitted with the appropriate signatures for IRB approval.

2. Submit a request for continuation if the study extends beyond the approval period of one calendar
year. This continuation must receive IRB review and approval before the research can continue.

3. Report any adverse events to the IRB Chair promptly. Adverse events are those which are
unanticipated and impact the subjects during the course of this research; and

4. Notify the IRB office in writing when your research project is complete.

Please note that approved protocols are subject to monitoring by the IRB and that the IRB office has the
authority to inspect research records associated with this protocol at any time. If you have questions
about the IRB procedures or need any assistance from the Board, please contact Beth McTernan in 219
Cordell North (phone: 405-744-5700, beth.mcternan@okstate. edu).

elia Kennison, Chair
Institutional Review Board
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E-mail Invitation/Informed Consent Form

Dear Participants,

My name is Yumi Park and I am a doctoral student at Oklahoma State University in Stillwater, OK. I
am conducting a research project to better understand your perception about the trade-offs you make while
choosing to stay at a hotel. I am writing to invite you to participate in the survey that will help me
complete my project. The full details of my project are listed below:

This form outlines the purpose of the study and provides a description of your involvement and
rights.

1. Project Title:
A Study of Market Segmentation in the Hotel Industry: Customer Equity Approach

2. Investigators:
Yumi Park, Ph.D student

210 HESW

Oklahoma State University
Stillwater, OK 74078

(443) 928-4358 (Voice)
(405) 744-6299 (fax)
yumi.park@okstate.edu

3. Purpose of the Study: The focus of the current study is to evaluate customer equity-based
segmentation in the hotel industry. The specific objectives of the research are; 1) To
determine the core customer equity (CE) drivers in the hotel industry, 2) To find the impact
of CE-based segmentation in order to measure customer equity in the hotel industry, and 3)
To utilize the CEM process through CE-based segmentation to maximize customer equity in
the hotel industry.

4. Procedures: To address the objectives, you will be asked questions related to typical hotel
stay and your responsiveness to hotel marketing programs. It will take 15 to 20 minuites to
complete the survey.

5. Risks of Participation: There are no known risks associated with this project which are
greater than those ordinarily encountered in daily life.

6. Benefits: Through this research, the hotel industry will be able to identify sub-drivers of

customer equity. This research will provide action plans for satisfying customers’ individual
needs.

7. Confidentiality and Participant Rights:

The researcher agrees that the following conditions will be met:

391



ki

I
»‘A«,,mz‘d(/z Z/J 7!
|

1) Your name or any identifying information will not be used at any point in the process of
information collection or in the report.

2) Your participation in this research is totally voluntary. Your identity will be kept
confidential. You may at any time choose not to participate in this study or refuse to answer
specific question. There will be no penalty associated with non-participation or non-response
to any questions.

3) All data from this study will be destroyed within one year of the completion of this
project, or approximately June 2010.

{ Egirss o

Contacts:
If you have questions about your rights as a research volunteer, you may contact Dr.Shelia
Kennison, IRB Chair.

219 Cordell North,
Stillwater, OK 74078.
Tel: 405-744-1676
Email:irb@okstate.edu

If you wish to continue to the survey, please click on this link: Complete survey.
By clicking on the link, you are consenting to the terms of this research and agreeing to
participate.
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Scope and Method of Study: The focus of the current study was to evaluate ether
Customer Equity based segmentation approach has an effect on customer equity in the
hotel industry. In order to achieve the highest possible Customer Equity, the study
suggested the following Customer Equity Management (CEM) process: (@enal
marketing effort, (b) evaluate marketing strategies, and (oyme@nd action plans. The
specific objectives of the research were (a) to determine the core @u&iquity drivers
in the hotel industry; (b) to examine the impact of the CE-based seginemata
Customer Equity in the hotel industry; and (c) to utilize the CEM process tionmax
Customer Equity in the hotel industry. After a thorough literature reviéegus group
study was conducted with professionals in the hotel industry in order to identify the
primary CE drivers. The results of the qualitative study confirmedvbeéy drivers of
Customer Equity (i.e., convenience, quality, price, brand image, and relationsbip) dri
in the hotel industry. A quantitative analysis was performed, (a) to detethe key CE
segments; (b) to demonstrate the five CE drivers’ impact on marketorg esfng
Conjoint Analysis; (c) to maximize the Return-on-Investment (ROI) orketiag effort
responsiveness through @Risk® simulation; and (d) to develop the marketing action
plans for each of the CE segments.

Findings and Conclusions: This study found that the CE-based segments consisted of
Relationship-Seeking Customer Segm&®BC$ Convenience-Seeking Customer
SegmentCSC$S, Quality-Seeking Customer Segme@SCS$, Brand Image-Seeking
Customer SegmenBEC$, and Price-Seeking Customer Segm&38¢$ in the hotel
industry. The drivers that are most effective in terms of marketing effedifferent for
each of the CE-based segments. The driver that identified the CE-based segsneoi
always the significant driver in terms of the probability of brand switchiregincrease
in room-nights they are willing to stay, and the increase in room raterin&ylbng to
pay. Therefore, it behooves the hotel managers to target marketing feif@ash
segment separately by clearly identifying what works for them rdthardssuming the
same efforts would work for all. This study implies that segmenting thédusttomers
by CE drivers makes better sense than traditional segmenting methods silovesit
better targeting of marketing effort.
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