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Abstract  
 
Utilizing Maslach’s Burnout Inventory, the findings suggest that one in four hotel managers 
experience high levels of burnout. Males experience higher levels of depersonalization 
compared to their female colleagues. Less experienced individuals, score significantly lower 
in the Emotional Exhaustion dimension compared to their more experienced colleagues. 
Organizations can mitigate burnout effects via structured psychometric testing at the selection 
stage of the recruitment process; introducing ‘hardiness’ training and development to 
managerial and potential managerial candidates. Mentoring could provide the added benefit of 
ensuring that an effective succession plan is in place. 
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Introduction 
Specific stressors (such as, role conflict; ambiguity; over-stimulation) can have an 

accumulative long-term effect which manifests itself as burnout (Densten, 2001), an issue 
which has been investigated from an array of perspectives within the hospitality industry 
(Reynolds and Tabacchi, 1993; Vallen, 1993; Pienaar and Willemse, 2008).  Maslach and 
colleagues (Maslach et al., 1996; Maslach et al., 2001) describe burnout as a syndrome 
consisting of emotional exhaustion, depersonalization and professional accomplishment; 
having detrimental effects for both the individual employee and his/her organization.    

The three dimensions of burnout have also been widely researched; firstly, authors 
have attributed high levels of emotional exhaustion to a number of probable causes ranging 
from work overload (Murray-Gibbons and Gibbons, 2007); role conflict (Kuruüzüm et al., 
2008); unrealistic personal expectations (Stevens and O’Neill, 1983); excessive interpersonal 
interactions (Cordes and Dougherty, 1993); and the lack of effective stress coping 
mechanisms (Erera-Weatherley, 1996).   

Depersonalization, the second dimension of burnout, has been attributed to causes 
such as work stress (Perrewe et al., 1993); excessive interpersonal interaction (Maslach, 
1982); excessive workload (Burke, 1989); and the nature of job responsibilities, e.g. handling 
customer complaints or other difficult situations (Patton and Goddard, 2003).  Diminished 
personal accomplishment has been attributed to lack of recognition and/or positive feedback 
(Jackson and Schuler, 1983); the feeling of inadequacy and/or incompetence (Janssen et al., 
1999); the provision of pseudo-authority (Zopiatis and Constanti, 2005). Gill et al. (2006) 
suggest that diminished personal accomplishment is caused by the unrealistic expectations at 
work and poor management quality, whereas others inform us that it is the limited 
opportunities to participate in decision making (Miller et al., 1989); and the discrepancy 
between employee’s contributions and organizational rewards; the feeling of being 
‘undervalued’ (Murray-Gibbons and Gibbons, 2007). 

Summarizing, burnout can a) diminish commitment to the organization (Maslach and 
Leiter, 1997); b) inflate financial costs related to turnover, increase medical coverage, and 
lower levels of productivity (Golembiewski et al., 1998); c) lead to emotional exhaustion 
(Wright and Bonett, 1997); d) lead to conflict, distress, poor attitudes, low morale, and lack of 
professionalism (Evans, 1992); e) decrease organizational citizenship behavior (Su-Fen and 
Miao-Ching, 2006); f) increase employees’ propensity to leave (Muhammad and Hamdy, 
2005); g) diminish levels of customer service (Blodgett et al., 1993); and h) cause failure in 
meeting customer expectations (Singh, 2000). 

Zopiatis and Constanti (2009) have suggested that leaders who adopt a 
transformational style are less prone to burnout than their ‘laissez faire’ style counterparts, 
while Eid et al. (2008), building on the hardiness research of Kobasa (1979) and Maddi and 
Kobasa (1984), suggest that hardy individuals are consequently better able to cope with the 
vagaries of stress.  Maddi (1987; 2004) developed an innovative programme of stress 
management called ‘hardiness training’ which is rooted within humanistic psychology, and 
enables the trainee to transform the stressful circumstances into a form which she/he can use 
to advantage.  By identifying individuals who are prone to burnout, organizations can 
intervene, both at the recruitment and development stages of its human resource strategies in 
order to mitigate the negative impacts of work stress, and by default, burnout.  
 
Research Methodology 

The primary purpose was to investigate burnout amongst managers working in the 
hotel industry, so that the findings could serve to a) inform, thus educate, industry 
stakeholders as to the current status of the burnout phenomenon, and b) propose specific 
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practical and cost-efficient preventive measures that mitigate the burnout effects. The 
following research questions, reflecting the study’s primary purpose were formulated: 

RQ 1:  What is the current level of burnout experienced by hotel managers working in 
Cyprus? 
RQ 2:  Are there any significant differences between the respondents’ expressed levels 
of burnout and variables (age, years of hotel experience, marital status etc)? 
A comprehensive review of the literature investigating occupational burnout, led to the 

decision to utilize the Maslach’s Burnout Inventory (MBI), the most widely acknowledged 
and cited tool for measuring burnout, in measuring the perceived burnout level of hospitality 
(hotel) managers in Cyprus.  The MBI consists of 22 statements that measured the three 
dimensions of burnout: emotional exhaustion, where one’s emotions are ‘used up’, thus feels 
drained when interacting with others; depersonalization, a result of the stressors of the job, 
whereby one feels detached from work and people become objects to be dealt with, not 
humans; and personal accomplishment, feeling incompetent and doubting one’s abilities in 
achieving anything (Maslach, 1982).  Respondents were asked to state on a scale from 0 
(never) to 6 (every day) how often they felt that a particular statement applies to them.  A 
high degree of emotional exhaustion and depersonalization in relation to a low level of 
personal accomplishment indicates high burnout.  In particular, according to Maslach (1982), 
high burnout exists when the scores of emotional exhaustion and depersonalization 
components fell in the upper third of the normative distribution and for personal 
accomplishment in the lower third.  The reliability and factorial validity of Maslach’s Burnout 
Inventory (MBI) has been confirmed by a number of related studies (Maslach and Jackson, 
1981; Richardsen and Martinussen, 2004; Worley et al., 2008).   

The research population included individuals currently holding full time managerial 
positions, in hotel establishments of Cyprus.  According to government statistics, provided by 
the country’s Ministry of Labour and Social Security, cross-referenced with figures provided 
by local hospitality associations, one thousand individuals are currently working in such 
capacities.  A simple random sample of 500 questionnaires was administered to 100 hotel 
establishments currently operating in the country.  Due to the typical low response rate of 
hospitality related studies in Cyprus (Zopiatis and Constanti, 2005), a mixed method, which 
included post mail followed by a telephone reminder and face to face individual distribution, 
was utilized in order to increase the response rate. 

The questionnaires were pilot-tested for reliability with the utilization of the test re-
test method and for validity with a panel of experts prior to their administration.  The 
collected data were analyzed using the Statistical Package for Social Sciences (SPSS v. 16). 
Descriptive statistics were primarily utilized to analyze the data from the MBI; inferential 
statistics, namely confirmatory factor analysis with the utilization of SPSS, were utilized to 
test the psychometric properties of the instrument; while reliability analysis (Cronbach’s 
Alpha) was used to determine the extent to which the items in each factor relate to each other.  
In addition, one-way Analysis of Variance (ANOVA) with Post Hoc Multiple Comparison 
Test (Tukey HSD), were utilized to test whether significant differences exist according to the 
individuals’ demographic and other occupational characteristics and their burnout levels.   
 
Research Findings and Discussion 

The questionnaires were distributed to five hundred hotel managers currently working 
in the Hospitality industry of Cyprus and one hundred and forty (140) were.  Of these, nine 
questionnaires were incomplete, and thus excluded from the study, reducing the number of 
usable surveys to one hundred and thirty-one (131).  The overall response rate of 26.2% was 
viewed as satisfactory considering the low response rates experienced by similar hospitality 
studies which investigate so called ‘sensitive’ issues (Keegan and Lucas, 2005). 
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Table 1 displays the demographic profile of the participants in relation to six different 
variables: gender, age, years working in the hospitality industry, current employer, hotel 
divisions currently working and managerial level. 
 
Table 1   
Demographic Profile of the Respondents (n=131)  
 Frequency* Valid 

Percentage 
Gender 
Male 
Female 

 
93 
38 

 
71.0 
29.0

Age 
20 – 30 
31 – 40 
41 – 50  
Over 50 

 
24 
44 
44 
18 

 
18.5 
33.8 
33.8 
13.8

Years working in the Hospitality Industry 
Less than 5 
5 – 10 
11 – 20 
More than 20 

 
14 
26 
44 
44 

 
10.9 
20.3 
34.4 
34.4

Current Employer 
Hotel 5 Star 
Hotel 4 Star 
Other (Hotel 3 Star, etc) 

 
46 
73 
10 

 
35.7 
56.6 

7.7
Division Currently Working  
Upper Management – Top Administration  
Food and Beverage Division  
Rooms Division  
Other (Marketing, Human Resources, Accounting Division)  

 
33 
46 
28 
20 

 
26.0 
36.2 
22.0 
15.8

Employment - Managerial Level 
Entry Level - Supervisory 
Middle Level 
Upper Level – Top Administration  

 
21 
65 
41 

 
16.5 
51.2 
32.3

Note *: Some demographic questions were not answered by all participants, thus, the variation in the actual 
frequency number. 
 
Maslach’s Burnout Inventory (MBI) 

The factorial validity of the Maslach’s Burnout Inventory has been investigated with 
the utilization of both exploratory and confirmatory factor analysis (Worley et al., 2008).  
With the utilization of SPSS’s Principal Component Analysis (Varimax with Kaiser 
Normalization), exhibited in Table 2, the construct validity of the instrument’s three subscales 
was confirmed (Total Explained Variance 54.23%).  Factor loadings of less then 0.500, 
typical for confirmatory factor analysis, were excluded from further analysis.  The 
appropriateness of the factor model was indicated by both a Kaiser-Mayer-Olkin (KMO) 
statistic value of 0.814, which confirmed its high sampling adequacy, and the significance (χ2 

= 1378,893; p=<.000) of the Barlett test of sphericity.  
In addition, Cronbach’s Alpha, a model of internal consistency based on average inter-

item correlation, was utilized to test the reliability of all items in the MBI subscales, 
emotional exhaustion, depersonalization and personal accomplishment, in order to determine 
the extent to which the items in the questionnaire are related to each other.  The alpha scores 
for all three subscales are above the widely acknowledged level of 0.70 for reliability 
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acceptance (Nunnally and Bernstein, 1994).  In particular, Cronbach’s coefficient alpha for 
emotional exhaustion was 0.909, for depersonalization 0.827, and for personal 
accomplishment 0.733. 
 
Table 2  
Factor and Reliability Analysis of the Maslach Burnout Inventory 

Factor Items Loading Eigen-
values 

Percentage 
of Explained 

Variance 

Reliability 
Alpha 

(Cronbach) 
Factor 1: Emotional Exhaustion (9 items)  7.035 31.979 .909
I feel emotionally drained from my work: .833    
I feel used up at the end of the day: .817    
I feel tired when I get up in the morning and have to face 
another day at work:  .747    

Working with people all day is really a strain for me: .727    
I feel burned out from my work:  .766    
I feel frustrated by my job: .761    
I feel I’m working too hard at my job: .576    
Working with people directly puts too much stress on me: .628    
I feel like I’m at the end of my rope: .777    
Factor 2:  Depersonalization (5 items)  2.833 12.878 .827
I feel I treat some people as if they were impersonal 
objects: .738    

I’ve become more heartless towards people since I took 
this job: .770    

I worry that this job is hardening me emotionally: .720    
I don’t really care what happens to some people:   .642    
I feel that others blame me for some of their problems: .582    
Factor 3:  Interpersonal Competencies (8 items)  2.063 9.377 .733
I can easily understand how my subordinates feel about 
things: .541    

I deal very effectively with the problems of my 
subordinates: .671    

I feel I’m positively influencing other people’s lives 
through my work:  .518    

I feel very energetic: .556    
I can easily create a relaxed atmosphere with my 
subordinates: .660    

I feel stimulated after working closely with my 
subordinates: .665    

I have accomplished many worthwhile things in this job: .518    
In my work, I deal with emotional problems calmly: .566    
Total Scale Reliability Alpha (22 Items)    .831 
Total Percentage of Explained Variance    54.234  

 
Based on the average sum MBI scores presented in Table 3, hotel managers 

experience a moderate level of emotional exhaustion, a moderate degree of depersonalization 
and an average to low sense of personal accomplishment.  In particular, the average level of 
emotional exhaustion according to the MBI is 19.92, which is substantially below the score of 
27 indicating a high degree of emotional exhaustion.  The average participant’s score of 
depersonalization is 8.11 and falls in the middle of the moderate scores while the score of 
personal accomplishment, 32.82, falls just short of the low scores (≤31).  
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Table 3   
The Average MBI Sum Scores, Alpha Coefficients and Descriptive Statistics (n=131) 
Item Mean Std.  

Dev. 
α Descriptive Statistics Overall Level 

    Frequency Percentage  
Emotional Exhaustion 19.92 10.540 .909   Moderate / 

Average 
High (score ≥ 27)    40 30.5%  

Moderate (score 17-26)    33 25.2%  
Low (score ≤ 16)    58 44.3%  

Depersonalization 8.11 5.999 .827   Moderate / 
Average 

High (score ≥ 13)    34 26.0%  
Moderate (score 7-12)    37 28.2%  

Low (score ≤ 6)    60 45.8%  
Personal Accomplishment 32.82 6.310 .733   Moderate / 

Average to low 
Low (score ≤ 31)    51 38.9%  

Moderate (score 32-38)    56 42.7%  
High (score ≥ 39)    24 18.3%  

Note:  Burnout exists when individuals score High on Emotional Exhaustion, High on Depersonalization and 
Low on Personal Accomplishment. 

These findings suggest that overall, one in every three respondents experience a high 
level of burnout.    When comparing these findings with a similar study conducted by Zopiatis 
and Constanti back in 2005, similar scores were revealed for emotional exhaustion (mean = 
19.58) and depersonalization (mean = 7.68), while personal accomplishment was rated 
considerably higher (mean = 34.79). 
Differences according to demographic and other occupational characteristics 
 Another objective of the study was to investigate whether significant differences exist 
between the respondents’ scored level of burnout variables such as gender; age; years of 
working in the hospitality industry; current employer; division currently employed in; and 
managerial level.  In order to address this objective, a number of independent sample t-test 
(for 2 group comparisons) and one-way Analysis of Variance (ANOVA) was conducted.  
Once the ANOVA revealed existing differences among the means of the groups (more than 
two), post hoc multiple comparison tests were utilized to determine which means differ.  The 
Tukey Honesty Significant Difference (HSD) test was used since it is a very conservative 
pair-wise comparison test, which minimizes the possibility for Type I errors. 
 Significant differences exist between males and females in the burnout dimension of 
depersonalization (t=2.341; p=.016).  Findings suggest that males experience higher levels of 
depersonalization compared to their female colleagues.  In addition, individuals with less than 
five years of hospitality industry experience, score significantly lower (f=3.965; p=.010) in 
the emotional exhaustion dimension compared to their colleagues with more than five years 
of experience.  Finally, no differences were revealed in any of the three burnout dimensions 
and the variables of educational background, type of establishment, division in which one is 
currently employed, managerial level, marital status and age. 
 
Conclusions and Practical Implications  

“Organizations that exhibit employee mistrust, tightly held control, and little teamwork, 
demonstrate significantly more burnout among their workers.” 

(Vallen, 1993, p. 59) 
Hospitality directors and shareholders must fully comprehend the negative effects of 

burnout on both the organization and the individual employee.  High levels of burnout can be 
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costly for an organization since it can result in employees’ negative behavior, poor work 
performance and thus reduced productivity, stress related illnesses, absenteeism, and turnover.          

One of the primary objectives of this research study was to suggest specific preventive 
measures to hospitality professionals wishing to eliminate or reduce the effects of burnout.   If 
we accept the notion that people make the difference in the hospitality industry then we 
should also recognize that burnout is a major threat to our organizational success.  Hospitality 
organizations must develop their own pro-active protection mechanism, which reflects their 
operational uniqueness and interests.  It is better to identify the signs of burnout and intervene 
rather than experiencing its symptoms, at both the organizational and personal level.            

Organizations are charged with the task of first examining their organizational 
environment by way of a burnout audit (Neuhauser et al., 2004). As the literature has 
indicated, organizations are either unaware that the problem exists or believe that if it does it 
is internalized by the individual who suffers the consequences.  Creating awareness through 
an audit is the first step towards intervention. 

Hardiness training is a valid intervention strategy which can be utilized at both the 
recruitment and development stage of the managerial personnel of the organization.  Maddi 
(2004) has repeatedly tried and tested this training activity with positive results for both the 
trainee and the organization.  Additionally, organizations could incorporate the relevant 
psychometric employment tests at the selection stage of the recruitment process, in order to 
improve retention of its management personnel.  Organizations could also take a more long-
term view of the business strategy by putting in place a structured succession plan.  This 
proactive strategy will make the transition from one manager to the next a much smoother 
exercise, while simultaneously providing the mechanism for a temporary replacement should 
the incumbent be forced to take leave of absence due to the effects of burnout.  

Mentoring, a cost-free crucial but often forgotten practice can become an effective tool 
in preventing burnout.  Experienced senior managers acting as mentors can assist junior 
members in smoothly assimilating into the organization.  Mentoring sessions will provide an 
excellent opportunity for senior hospitality managers to pro-actively intervene before burnout 
symptoms overtake a substantial number of their young subordinates. Through the broad 
functions of vocational and psychosocial support in conjunction with role modeling, mentors 
can enhance the personal and professional development of their protégés (Lankau and Chung, 
1998).  In particular, listening and counseling for on- and off-the-job issues, can establish a 
strong informal relationship, thereby enhancing the individual’s trust and confidence towards 
the organization; and thus minimizing burnout related elements by helping them develop 
coping mechanisms for handling stress. 
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ABSTRACT 
This paper integrates, in an innovative perspective, the operations/marketing and strategic 
management literatures about the study of service firms, and analyzes the impact of customer 
contact on the performance of business units in service firms. Instead of looking at the 
customer value level or at corporate performance in service firms, this paper studies 
performance at the service unit level, integrating both levels. Additionally, it studies how the 
service unit performance is moderated by two key variables in the context of service firms: 
service production complexity and information asymmetry. Empirical analyses, conducted on a 
sample of 165 hospitality establishments using OLS hierarchical regressions, confirm the 
central role played by this construct, present a practical way of measuring the customer contact, 
demonstrate empirically the positive impact of customer contact on the business units’ 
performance as well as the moderating role of service production complexity, while rejecting 
the moderating role of information asymmetry.  

Managerial conclusions are drawn about the strategic management of services and service units 
regarding the customer contact level as a core strategy. The study indicates that greater 
perceived value would translate into better business unit performance. The moderating role of 
service production complexity suggests that the relevance of customer contact would change 
across service establishments. That is, managing customer contact may be more important for 
some establishments than for others. It would be particularly important for establishments with 
a relatively complex service production process. Future research should explore this idea to 
identify the specific circumstances where higher degrees of customer contact really pay-off. 

 



A NEW SERVICE MANAGEMENT PERSPECTIVE: THE PERFORMANCE OF 
BUSINESS UNITS IN SERVICE FIRMS AND CUSTOMER CONTACT  

 

INTRODUCTION 
A central issue in the sustainable performance of hotel units is what type of drivers are able to 
create superior performance of one hotel unit verses the direct competition.  Hotels behave in 
strategic mimetic behavior and therefore any long-term sustainable advantage is hard to 
achieve as it can be easily copied.  This leads us to the question: how can a hotel unit achieve a 
superior revpar compared to the average of their direct competitors and consequently what type 
of strategy will lead to superior performance in the long-term? These are the key questions that 
today’s corporate hospitality managers are trying to answer.  To answer this, we have to focus 
on two perspectives: the microeconomic (operations/marketing) and the macroeconomic 
(strategic management). 

Traditionally, literature on service firms has centered around one of these two perspectives: the 
operations management & marketing perspective and the strategic management perspective.  
Within the former perspective, the emphasis has been on the micro level of singular unit 
customer contact (“the moment of truth”) without considering the implications upon the 
organization’s performance.  On the other hand, the strategic management perspective has 
focused on the macro level in terms of the corporate strategy and its effect on performance.   

More recently, research has attempted to combine both perspectives in order to better 
understand the strategic decisions and performance of service firms.  It demonstrated that 
service elements, such as service focus and customization and customer interaction, play an 
important role in corporate strategic management and deserve further exploration.  Given the 
centrality of customer contact within service firms, this paper further explores the performance 
implications of the degree of a firm’s customer contact.  

Customer contact is the differentiating factor of service firms.  So far research has been limited 
to the impact on the corporate level and has not fully explored the complexity of the service 
production.  As customer contact occurs at the micro level, new insights are needed to see its 
direct effect on performance while incorporating more elaborate customer contact models from 
operations management literature already produced. 

This paper analyses the defining feature of service firms: customer contact.  It analyses the 
degree to which customer contact influences performance of firms at the business unit level 
(relative to the direct competitive environment and industry sets).  It addresses how this 
influence changes with two key variables: service production complexity and information 
asymmetry.  First, it integrates the customer contact model developed by Kellogg & Chase 
(1995) into the strategic management model of determinants of performance, and brings it 
together in a comprehensive model with micro (i.e. customer contact, information asymmetry) 
and macro level (i.e. performance, service production complexity) issues.   

Second, it focuses on the performance of business units rather than on the whole corporation.  
Research has already proved that the way the firm-client interaction is managed directly affects 
performance and so the consequences of the interactions should be reflected at the business unit 
level before impacting corporate performance.  Given recent research (Hough, 2006; Misangyi 
et al., 2006) showing that overall firm performance is generated at the business unit level, it is 
increasingly pertinent to analyze what determines business unit performance. 

Third, it analyses, for the first time, how the degree of customer contact impacts performance 
with varying service product complexity and information asymmetry.  This will demonstrate 
the relevance of customer contact as well as highlight the influence of these two factors. 



Fourth, analysis will show the distinction between direct area competitors and the industry 
competitors when analyzing business unit performance.  As proximity to the customer is a key 
element for service firms due to the client-firm interaction, it is important to distinguish 
between these categories of competitors. 

The analysis uses a sample of 165 hotel establishments to show that the degree of customer 
contact is a key determinant of business unit performance, both relative to direct competitors 
and relative to the industry set.   They also indicate that the impact is greater when the service 
production chain is complex while information asymmetry plays a moderating role. 

METHOD 

Theory & Hypothesis 

Customer contact and business unit performance 
Service firms, in particular, vary in their degrees of customer contact and given its micro nature, 
it can vary even across the different business units of an organization.  Customer contact is a 
strategic element since it is defined by the organization as part of its strategy but little is known 
about how its degree influences performance at the business unit. 

According to Kellogg & Chase (1995), the degree of customer contact is determined by three 
factors: communication time (the length of the interaction), information richness (the value of 
information shared between the two parties), and the level of intimacy (mutual trust, 
confidence). 

We argue that as customer contact increases relative to the direct competitive set, the 
performance of the business units improves.  As one of the three factors improves, customer 
satisfaction increases and as a result performance will increase.  This relationship exists 
because the firm can better adjust their service to customers needs and/or customers will be 
willing to pay higher prices for a service that they have more confidence in.  Firms with greater 
levels of customer contact may be perceived by potential customers as better to meet their 
needs and so in a given geographical location they will tend to choose those firms.  This leads 
us to hypothesis 1: 

Hypothesis 1: Customer contact improves business unit performance relative to the competitive 
set 

This leads on to hypothesis 2 as with greater customer contact at the business unit level, prices 
can be made higher therefore its performance will be higher relative to the industry. 

Hypothesis 2: Customer contact improves business unit performance relative to the industry set 

The moderating role of service production complexity 
Service production complexity refers to the level of coordination and interdependence of 
processes required to produce a service.  Greater complexity would cause customers to be less 
trusting of the service and therefore increasing customer contact would counteract this reaction.  
Hence we propose that the positive effect of customer contact on the performance of business 
units (relative to both direct and industry competitors) increases with the complexity of the 
production process. 

Hypothesis 3: The positive effect of customer contact on business unit performance relative to 
the competitive set increases with service production complexity 

Hypothesis 4: The positive effect of customer contact on business unit performance relative to 
the industry set increases with service production complexity 

The moderating role of information asymmetry 
Information asymmetry refers to the differing information sets that the firm or its employees 
and the customer possess when in the service exchange.  A high degree of customer contact 



may be more valuable with high information asymmetry as it sends a strategic signal to the 
market that differentiates the firm from competitors.  This can help create a good reputation to 
further differentiate from competitors which builds on the basis of higher customer contact and 
strengthens the firm’s performance.  This leads us to hypothesis 5 and 6: 

Hypothesis 5: The positive effect of customer contact on business unit performance relative to 
the competitive set increases with information asymmetry 

Hypothesis 6: The positive effect of customer contact on business unit performance relative to 
the industry set increases with information asymmetry 

Sample 
General Managers of chain hotel units filled out questionnaires prepared by us.  The 
questionnaires were sent out during late 2005 to early 2006, throughout the IMHI-ESSEC 
alumni network reaching at least 400 property managers.  The sample contains 165 completed 
questionnaires from the luxury to economy segment. 

Variable measures  
Questionnaire items were based on the 7 point Likert scale (Skaggs & Youndt, 2003).  Double 
translation was carried out to offer the questionnaires in English and French. All the variables 
were centered to reduce co linearity effects.  

Customer Contact:  It was adapted from the measure by Kellogg & Chase (1995), capturing the 
three factors (communication time, information richness, and intimacy).  It has been 
demonstrated that the degree of customer contact can be measured by the average of these three 
factors and so eight items were borrowed from their work.  Responses were given in a seven 
point scale (1 = not accurately, 7 = very accurately).  The Crombach’s alpha for this measure is 
0.815 at the direct competitive set and 0.835 at the industry set. 

Customer Co-production:  From Skaggs & Youndt (2003), this variable is the degree to which 
customers are involved in the design and delivery of the service.  This was measured using a 
five item scale, obtaining alpha results of 0.53 (direct set) and 0.56 (industry set), compared to 
the 0.77 value reported by the aforementioned researchers. 

Service Customization:  This variable is the firm’s ability to alter production to better suit 
customers’ needs.  Using the five item scale developed by Skaggs & Snow (2004), the alphas 
obtained were 0.63 (direct set) and 0.69 (industry set), compared to the 0.89 from previous 
researchers.  Using a different four item scale, the alphas were 0.69 and 0.72.  An in-depth 
analysis rotating octagonal axis using the Verimax procedure presented two loading factors 
clearly differentiated which we decided to call Service Customization 1 and Service 
Customization 2, results which contradict previous literature.  The two item level, Service 
Customization 1, represents the idea of proposing the same services and procedures to all 
clients.  Service Customization 2 proposes the adaptation of the service to each client and 
involving the decision of the client on how the service should be performed. 

Information Asymmetry:  From Skaggs & Youndt (2003), we utilized the four item scale to 
obtain an alpha of 0.72 (direct set) and 0.71 (industry set).  These are less than the 0.85 value 
obtained by previous researchers. 

Service Focus:  This is defined by Skaggs & Huffman (2003) as a variety of service offerings 
relative to competitors and uses a four item scale to measure this variable.  The results were 
very low with 0.44 (direct set) and 0.45 (industry set).  After refining the previous construct, 
we built a two item scale to obtain an alpha of 0.81 (direct set) and 0.80 (industry set), therefore 
we decided to make the latter scale representative for this construct. 

Core Services: Following Skaggs (1999), we generated a six item scale obtaining an alpha of 
0.55 (direct set) and 0.54 (industry set).  



Secondary Services:  Following Skaggs (1999), using a six item scale, we obtained an alpha of 
0.60 (direct set) and 0.63 (industry set).    

Organizational Customer Service Intensity: We utilized a two item scale, based on Skaggs & 
Huffman (2003), obtaining an alpha of 0.73 (direct set) and 0.72 (industry set).  

Service Production Complexity:   The level of coordination required to produce a service was 
measured to obtain alphas of 0.78 (direct set) and 0.78 (industry set). 

Human Capital:  Using Skaggs & Youndt (2003), we composed a selection and training scale 
of five items giving an alpha of 0.79 (direct set) and 0.88 (industry set). 

Performance: Only measured in a perpetual way utilizing a nine item scale from Skaggs & 
Huffman (2003).  Only eight aspects were considered as stock performance was not considered 
relevant to individual properties.  Alphas of 0.84 (direct set) and 0.84 (industry set) were 
achieved.  An attempt to measure the Return on Sale (ROS), in order to correlate it with 
performance, was unsuccessful due to incorrect answer methods and as the performance 
measure was similar to previous works, it is considered representative of the firm’s 
performance. 

Workers per Room:  This control variable was computed by dividing the number of employees 
by the number of rooms per hotel.  This controlled the side effects caused by the size of 
individual properties. 

FINDINGS & DISCUSSIONS 

Findings 
We used ordinary squared regression analysis maximizing the R² using the stepwise procedures. 
The results from this analysis are shown in the Table 1 and Table 2 (see Appendix A).  

Hypothesis 1 and 2 are confirmed as a positive relationship between the customer contact and 
business unit performance in Tables 1 and 2 respectively.  Hypothesis 3 and 4 are also accepted 
due to the obtained values.  

Hypothesis 5 has not been accepted as the results were outside the acceptable range. 

Regarding Hypothesis 6, the effect of customer contact on business unit performance relative to 
the industry set is negative and significant which is puzzling and calls for further research. 

Discussions 
Our research has clearly shown the centrality of customer contact in understanding the 
performance of business units relative to both competitive sets.   Consistent with previous 
research, this work supports the notion that the service encounter is one of the most relevant 
steps in the value chain of service firms.  In other words, a correctly managed firm-client 
interaction adds significant value to hotel establishments. 

Results confirm that the positive effect of customer contact is increased with higher complexity 
in the production process.  This shows that clients positively react to increases in the three 
factors due to a reduction of the uncertainty of a complex service production.  This translates 
into greater perceived value and therefore better business unit performance.  This moderating 
role of service production complexity suggests that the relevance of customer contact and its 
management would change across service establishments.  Further research would develop this 
idea by identifying specific circumstances where higher degrees of customer contact really 
payoff. 

For the hypotheses concerning information asymmetry, support was not found for its 
moderating role showing that customer contact was equally valued by customers in various 
ranges of information asymmetry.  For future research, it would be beneficial to examine 



whether signaling devices influence capacity decisions in high information asymmetry contexts 
and to what extent customers use information to select a service in terms of its quality. 

Human resource management is seen as an important moderator in the relationship between the 
service firm’s strategic positioning and corporate performance (Skaggs & Youndt, 2004).  They 
called for further research and we share their opinion in order to better understand how the 
“moment of truth” is to be managed to improve performance through customer contact. 

The analysis presented some limitations.  First, the relationship between top performers and 
customer contact may be possible due to greater resources however there are ways to improve 
without a big capital expenditure.  Second, the analysis is based on subjective assessments of 
the firm and its performance relative to competitors.  This also presents a positive aspect as 
managers were not confined by a closed reference set. 

Managerial discussion 

From a managerial point of view, this paper tries to understand the long-term sustainable 
competitive advantage of hotel units and service units in general.  Out of the ten variables used 
in the modeling, the customer contact level has been shown to be the key driver for 
performance.  In other words, the only driver that a general manager has under his control to 
enhance performance is the front office contact with customers.  In other words, if the unit 
provides a superior customer contact level perceived by the customer, its performance will be 
enhanced.  This alludes to the issue that the emotional bonding of customer contact has a strong 
loyalty effect from the customer’s point of view. 

Consequently, a prerequisite for superior customer contact is the homogeneity of customers in 
terms of expectations for a similar customer contact level and interaction.  Thus proper 
segmentation is a key factor in creating superior customer contact.  Following the contingency 
theory, this paper shows that higher customer contact levels will create more demands by 
customers and consequently the hotel unit needs to respond to these new demands by creating a 
higher degree of service production complexity which equally requires a more sophisticated 
organizational capacity, as shown by the interaction effect between customer contact and 
complexity in Appendix A. 

 

CONCLUSION & FUTURE RESEARCH 
This paper demonstrates the importance of understanding customer contact and how it defines 
the performance of business units in service firms.  By combining the insights of operations 
and strategic management literatures, it has opened up a new avenue where complimentary 
research can be explored. 

One of the key questions left unanswered by this paper is whether customer contact is really a 
driver (a variable or dimension) or in fact an organizational competence that actually defines 
the business model of hotel chains. 
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Appendix A 
TABLE 1 

Results of regression analysis  
Competitive set – Customer contact total 

Variables 
Step 1 Step 2 Step 3 

ß Sig. ß Sig. ß Sig. 
CONTROL & MAIN 
EFFECTS       

Workers per room -0.088 0.295 -0.065 0.431 -0.065 0.431 
Service focus -0.194 0.022* -0.199 0.033* -0.199 0.018* 
Service customization #1 -0.149 0.067 -0.166 0.039* -0.166 0.039 
Service customization #2 0.012 0.893 0.157 0.105 0.157 0.105 
Customer coproduction -0.049 0.593 -0.018 0.844 -0.018 0.844 
Core services 0.218 0.020* 0.194 0.033* 0.194 0.033* 
Secondary services -0.025 0.790 0.022 0.814 0.022 0.814 
Organizational CSI 0.042 0.607 0.068 0.394 0.068 0.394 
Human capital -0.046 0.643 -0.035 0.717 -0.035 0.717 

Customer contact 0.507 0.000*** 0.523 0.000*** 0.523 0.000*
** 

Service prod. complexity -0.133 0.115 -0.057 0.514 -0.057 0.514 
Information asymmetry 0.059 0.482 0.056 0.508 -0.056 0.508 
INTERACTION 
EFFECTS       

CUSTOMER 
CONTACT       

Customer contact x 
Service prod. 
Complexity 

  0.173 0.031* 0.173 0.031* 

Customer contact x 
Information asymmetry     0.107 0.186 

       
R2 Adjusted 0.364 0.403 0.403 
ΔR2  0.039 0.000 
    
    

*     p < 0.05 
**   p < 0.01 
*** p < 0.001 

 
 



 
  

TABLE 2 
Results of regression analysis  

Industry set – Customer contact total 

Variables 
Step 1 Step 2 Step 3 

ß Sig. ß Sig. ß Sig. 
CONTROL & MAIN 
EFFECTS       

Workers per room -0.282 0.002** -0.243 0.011* -0.246 0.009*
* 

Service focus -0.182 0.059 -0.230 0.019 -0.182 0.059 
Service customization #1 -0.065 0.474 -0.089 0.320 -0.065 0.474 
Service customization #2 0.038 0.707 0.041 0.705 0.038 0.707 
Customer coproduction 0.119 0.235 0.114 0.261 0.119 0.235 
Core services 0.094 0.361 0.035 0.766 0.094 0.361 
Secondary services 0.154 0.123 0.211 0.037* 0.154 0.123 
Organizational CSI 0.001 0.989 0.038 0.669 0.001 0.989 
Human capital 0.065 0.533 0.071 0.495 0.065 0.533 

Customer contact 0.376 0.000*** 0.317 0.001** 0.349 0.000*
** 

Service prod. complexity -0.020 0.834 0.010 0.915 -0.020 0.834 
Information asymmetry 0.070 0.442 -0.031 0.728 -0.070 0.442 
INTERACTION 
EFFECTS       

CUSTOMER 
CONTACT       

Customer contact x 
Service prod. 
Complexity 

  0.141 0.113 0.152 0.095* 

Customer contact x 
Information asymmetry     -0.224 0.012* 

       
R2 Adjusted 0.178 0.225 0.264 
ΔR2  0.047 0.039 
    
    

*     p < 0.05 
**   p < 0.01 
*** p < 0.001 
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Abstract 

 This paper examines the pricing, demand (occupancy), and revenue (RevPAR) dynamics 
of European hotels for the period 2006–2007. The importance of understanding the pricing 
behavior of direct competitors is critical to effective strategy formulation and meaningful industry 
analysis.  Nevertheless, the existing economic theory of pricing, and current demand studies miss 
a critical link to local market dynamics.  This study offers an alternative approach to examining 
competitive set behavior that yields insights into the inelasticity of lodging demand.  The results 
of this study of over 3,000 hotel observations reveals that hotels that offered average daily rates 
above those of their direct competitors had lower comparative occupancies but higher relative 
RevPARs. The observed pattern of demand and revenue behavior was consistent for hotels in all 
market segments from luxury to economy.  Overall the results suggest that the best way for a 
hotel to have higher revenue performance than its competitive set is to maintain higher rates.  This 
finding suggests that lodging demand may be inelastic in local European markets. The results of 
this study support the position that hotel operators who resist pressures to undercut competitor’s 
prices, may be better served with higher revenues.  
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Pricing Strategies for Revenue Enhancement 

 

A.  Introduction 
 
Competitors’ decisions to drop or raise rates are key to pricing decisions, and play an important 
role in strategy formulation.  Industry analysis which includes a systematic examination of direct 
competitor performance is a key element of strategy formulation and has only seen limited use in 
the lodging industry, primarily in the United States where data gathering until recently was more 
comprehensive and available to academics (Canina & Enz, 2006).  In the European lodging 
industry in particular gathering market data on direct competitors in multiple markets and 
conducting empirical performance comparisons are necessary to understand pricing strategies, 
which is the goal of this study. In addition, this study advances an approach to understanding 
lodging demand that offers more meaningful competitive comparisons than the traditional 
economic forecasting models can offer. 
 
Why some competitors drop their prices and why others follow is of vital importance to strategic 
leaders, particularly during economically challenging times when demand drops and cost 
pressures mount.  Research has identified a variety of factors that shape pricing decisions 
including cost, value, and elasticity (Stibel, 2007; Canina & Enz, 2006).  Value pricing (lowering 
rate) to satisfy customers’ demand for a better deal can be extremely risky, and is not a substitute 
for maintaining high quality (Hayes & Huffman, 1995).  If dropping price can increase market 
share through larger volume, and the extra costs are less than the extra revenue (i.e., the profit 
margin isn’t shrinking) then discounting rates can improve revenues.  Of course, if discounting 
overtaxes the staff and facilities, the long-run benefit may be diminished.  In the hotel business 
this happens when extremely high levels of occupancy make it difficult to maintain the physical 
facility and put stress on staff to deliver consistent service quality. 

 
Despite the importance of understanding the impact of pricing decisions facing a firm in the 
lodging industry, there are few studies addressing this issue (for exceptions see Hiemstra & 
Ismail, 1993, Canina & Enz, 2006 and Canina & Carvell, 2005).  Conventional wisdom and 
micro-economic theory suggest that when prices fall demand for a given product will rise.  This 
fundamental principle is based on the premise of the downward sloping demand curve (with price 
on the vertical and quantity on the horizontal axes).  As prices fall the quantity demanded will rise 
holding everything else constant.  Falling prices and rising quantity demanded is thought to result 
in higher revenue, but this pattern of behavior may not in fact lead to revenue increases.  Indeed, 
increased revenue depends on the price elasticity of demand.  If lodging demand is price elastic 
then as prices fall revenue will increase.  If lodging demand is price inelastic, then the percentage 
change in consumer demand is less than the percentage change in price.  Under this situation, as 
prices for hotel rooms fall revenue will fall because consumers will not significantly alter the 
quantity of hotel products they purchase.   

In order to determine how pricing decisions impact performance, estimates of the price elasticity 
of demand as well as other parameters are often required.  By examining the few published 
studies it is evident that a variety of approaches exist for calculating demand elasticities.  Further, 
these analyses focus on the elasticity of demand for the lodging market as a whole, not the 
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elasticities experienced by distinct countries, markets or individual firms.1    Outside of the 
lodging industry, academic researchers have frequently pursued methods to estimate price 
elasticity of market-level demand in various industries (Chung, 2006; García & Tugores, 2006; 
and Skuras, Petrou & Clark, 2006). Unfortunately the estimates produced in many studies have 
wide confidence intervals due to an array of complex empirical problems, and as a result, these 
studies do little to clarify demand conditions for those practicing managers who require guidance 
in establishing a pricing strategy. 

   
We propose an alternative to calculating demand elasticities, in order to focus on understanding 
the impact of individual hotel pricing decisions vis-à-vis direct competitors’ prices, revenues, and 
occupancies.  By analyzing local hotel competitors’ relative occupancies and RevPARs  in the 
context of comparative pricing behavior (e.g., percentage difference from competitor ADRs), our 
approach allows the exploration of the impact on demand and rooms revenue of pricing 
differences among hotels that directly compete in local markets.   To prepare owners and 
operators for how to consider making wise strategic pricing decisions, this paper examines the 
relationship between competitive pricing, demand and revenue (RevPAR) in various European 
countries during the period 2006-2007. 

   
Our goal is to understand relative pricing behavior of direct competitors.  As a starting point for 
analysis we focus on hotel rate setting in comparison to the pricing behavior of competing hotels.  
The study looks at hotels that price above and below their competitors, and how these hotels 
compare on customer demand and overall rooms revenue.  We acknowledge that cost and total 
revenue management issues are critical in making pricing decisions, but this investigation focuses 
only on issues of relative demand in competitive situations.  Our decision to examine relative 
pricing behavior among competitors is due to the fact that many individual hotels are profoundly 
influenced by the actions of their direct competitors.  If competing hotels in a local market drop 
prices often owners and operators of comparative hotels feel pressure to follow these actions by 
dropping prices too in order to maintain parity with their competitive set, and avoid losing 
demand share.   

 
 

B.  Method 
 
The focus of this study is on individual hotels and their direct competitors in local European 
markets.  Using hotel benchmark performance data provided by STR Global, (a subsidiary of 
Smith Travel Research) we explored pricing behavior using 3,042 hotel observations over the 
period from 2006-2007.  Data was analyzed on a yearly basis rather than on a monthly basis in 
order to avoid pricing irregularities that may have occurred in a particular month that are not 
representative of the properties overall pricing strategy.  The relevant competitors were 
determined by the individual hotels that provided their competitive set choices to STR Global.   

The key variables of interest in this study are the percentage differences between each hotel and 
its competitive set of hotels on price, demand, and revenue metrics.  Annual average daily rate 
(ADR), occupancy, and revenue per available room (RevPAR) were computed for each property 

 
1 The own-price elasticity of demand is defined as the percentage change in quantity demanded given a percentage 
change in price.  The cross-price elasticity of demand is defined as the percentage change in quantity demanded given 
a percentage change in the price of a different good. The income elasticity of demand is defined as the percentage 
change in quantity demanded given a percentage change in income. 



in the sample and each property’s competitive set.  The percentage difference in ADR was used as 
the basis for making comparisons among the pricing strategies of hotels relative to their 
competitive set.  The percentage differences in RevPAR and occupancy were also computed and 
graphed to show the impact of pricing differences among competitors on both occupancy and 
RevPAR.   

It is important that the performance of a given hotel is comparable to that of its competitive set; 
otherwise the study may error on the side of comparing substantially different types of hotels.  To 
ensure the results were not driven by non-competitors, we excluded properties that were not 
comparable performers.  Non-comparable properties were defined as those properties in which the 
absolute value of the percentage difference in RevPAR exceeded one standard deviation from 
zero in the preceding year. All properties in which the percentage difference of RevPAR exceeds 
one standard deviation for the prior year were eliminated from the study.   

 

C. Findings and Discussion 
 
The initial analyses (see Exhibit 1) shows the average percentage difference in occupancy and 
RevPAR performance across hotels that raised or lowered their ADRs compared to their 
competition.  Overall, for hotels that dropped their price relative to their competitive set, average 
percentage differences in occupancies were higher, but average percentage differences in 
RevPARs were lower compared to their competition. This pattern of higher occupancy but lower 
RevPARs when pricing lower than competitors was true for hotels in both years.  The maximum 
occupancy advantage over the competitive set was obtained by those hotels that had the lowest 
comparative ADRs.  Hotels that raised their relative prices by less than 5 percent experienced 
both occupancy and RevPAR gains relative to their competitors. Further, higher comparative 
RevPARs were experienced by hotels with slightly higher versus slightly lower competitive 
prices.  Hotels that raised their relative prices more than 5 percent above the competition were 
punished with lower occupancies, but rewarded with higher relative revenue. 
 
Exhibit 1:  RevPAR and Occupancy Percentage Differences from the Competitive Set for 
European Hotels 2006-2007 
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Hotels are typically categorized into broad price and quality bands including the categories of 
luxury, upper upscale, upscale, midscale (full service), midscale (limited service), and economy 
hotels. These market segments vary on amenities, facilities, and services with associated rates. 
We begin by examining the pricing dynamics of competitor hotels serving higher market 
segments of the industry, followed by lower-end hotels.  

As shown in Exhibit 2, occupancies decline with rising comparative rate strategies for luxury 
hotels. Hotels that price above the competition lose occupancy, but they have solid RevPAR 
gains. For luxury hotels occupancy gains from lower prices are not as great as they are for upper 
upscale or upscale hotels.  Both occupancy and RevPAR rise for the upper-upscale segment that 
price between 0 to 5 percent above their competitors.  Relative occupancies decline for upscale 
hotels only when they price 2 to 5 percent above the competition. The upper upscale and upscale 
hotels that priced above their competitors experienced higher comparative RevPAR performance, 
while this pattern was true for the luxury hotels that priced over 2 percent above competitors.  The 
market segment with the largest percentage gains in occupancy and RevPAR varied from one 
price category to the next (See Exhibit 2).   
 
 
Exhibit 2:  RevPAR and Occupancy Percentage Differences For European Luxury, Upper 
Upscale, and Upscale Hotels Compared To The Competitive Set 2006-2007 
 

 
 
Midscale and economy hotels gain substantial occupancy by lowering their prices relative to the 
competition. For hotels in these segments that price 15- to 30-percent lower than their 
competitors, the occupancy gains are substantially higher than the gains obtained by higher-end 
hotels that price lower than their competitors.  Clearly lower-end hotels can use lower prices to 
stimulate market demand.  As Exhibit 3 shows, this market share benefit yields substantially 

5 
 



lower RevPARs—10.52 to 12.24 percent lower than their market competitors. Economy hotels 
that price between 2 percent below and above their competitors also lose occupancy.  Gains in 
RevPAR are only experienced when economy hotels price over 5 percent above competitors.  
Overall, falling occupancies and rising RevPARs are the norm for hotels that price above their 
competition in the midscale and economy segments.  
 
Exhibit 3:  RevPAR and Occupancy Percentage Differences For European Midscale and 
Economy Hotels Compared To The Competitive Set 2006-2007 
 

 
  
After looking at the pricing behavior of European hotels over a two-year time horizon, a few 
practical observations can be offered to operators.  Offering guests prices that are lower than the 
competition does lead to higher occupancy percentages for the discounting hotel, but these 
comparatively lower prices also result in lower RevPAR performance than the competition. In 
contrast, hotels that price higher than their competitors have higher RevPARs, especially when 
they price significantly higher than their competitors. It is also possible that some customers trade 
down to lower market segments. This possibility looks to be greatest for customers of luxury 
hotels since the occupancy declines for upscale and upper upscale hotels that price 5 to 10 percent 
above their competitors are modest.  As a guide for operators the best way to have higher revenue 
performance than your competitors is to have higher rates. A hotel should not drop price below 
the price of its true competitors if it wishes to enjoy a RevPAR premium.  Very small differences 
were found across market segments or years in this study, and the general pattern of results was 
consistent.  Pricing above your direct competitors yields higher rooms revenue while pricing 
below your competitors does not stimulate sufficient demand to give the needed revenue boost 
hoped for. Guests of luxury hotels appear to be less sensitive to price discounting while customers 
of economy hotels are quite sensitive to small price increases. 
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D.   Conclusion 
 
The results of this paper are relevant for competitive pricing decisions. They offer insights into 
the impact on occupancy and RevPAR of competitive pricing strategies. The findings revealed a 
pattern of relationships between competitive price differences, and the comparisons of occupancy 
levels and RevPAR performance, all within a competitive system based on operator selected 
direct competitors. The analysis does not reveal the optimal pricing strategy or the impact of price 
changes on overall demand and RevPAR. Rather, the study shows the impact of competitive price 
changes on relative demand and relative RevPAR.  

In order to evaluate optimal pricing and the impact of price changes models of supply, demand 
and profitability costs are required. While this study did not offer this approach, in future studies a 
methodology needs to be developed that is capable of estimating measures of the own-price and 
cross-price elasticities of demand for hotels by market segment and location using property level 
data. This needed approach to understanding pricing is complex due to the heterogeneity within 
local markets and differences in competitive conditions across markets and countries both in 
terms of supply and demand factors. As a result, it is important to control for the degree and 
variety of supply competitiveness, as well as the differences in the characteristics and preferences 
of consumers differ across market segments, geographical locations and time. While this is a non-
trivial task, it is worthy of further consideration in future empirical investigations. 
   
Each manager, owner and chain executive will need to decide on their own how to deal with the 
challenges of pricing in a difficult market and the revenue versus market share tradeoff, keeping 
in mind that hotels in the industry may be at the mercy of their dumbest competitor if they follow 
a path of price discounting.  One hotelier put it this way, "When people break ranks it makes you 
look expensive. You obviously can't have a cartel, but it also makes it difficult to put rates back 
up." (Manson, 2009).  Further, given the transparency of pricing today, you gain no competitive 
advantage by lowering your prices because your competitors know almost immediately about 
your strategy and can instantly match it (Lomanno, 2008). 

 
The results of this study should be comforting and confirming for any hotel operator who has 
resisted the pressure to drop prices below their competitors.  This study is also reassuring for 
those who faced declining occupancy concerns from owners but maintained rate integrity and 
parity or higher prices relative to the competition.  For those operations who could handle 
comparatively lower occupancies, the reward was higher RevPAR performance.  It is our hope 
that by examining hotels that outperformed their competitive set because they choose not to 
discount, that we can offer some sound facts to inform those who are puzzling over the 
discounting debate.   
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Abstract: 
Tourism shopping represents an impressive investment by tourists in terms of the time 
and money involved. In an inductive approach based on case-studies, travel blog 
entries of tourists who had recently visited Switzerland were analysed, leading to a 
theoretical proposition and to pragmatic, reality-driven suggestions for the souvenir 
business. The notion of ‘Expert tourist’ emerged as an overarching theme. Depending 
on the tourists’ own judgment about how good or bad they are at being expert tourists, 
their perception about souvenirs and subsequently their souvenir buying preferences 
vary greatly. This needs to be taken into account by the souvenir trade. 
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Souvenir shopping in Switzerland; A qualitative analysis of travel blogs and its 
implications for the souvenir trade 
 
Introduction 
Recent studies regarding spending patterns of tourists (for instance Kämpf, 
2006/2007) bring an important feature of tourists’ lives to the centre stage: an 
impressive amount of time and money is devoted to shopping in the wider sense of 
the term. The percentage of tourists’ travel budget spent on retailing varies 
considerably depending on the destination visited. Kämpf (2007) claims for Zurich 
that 11% of the travel budget is spent in the context of shopping activities, whereas 
looking at European tourists visiting Seoul in South Korea, almost 14% of the budget 
was found to be allocated to shopping. A paper investigating spending patterns among 
tourists in South Africa revealed that 21% of total expenditure was attributed to gifts 
and souvenirs (Saayman, Saayman and Rhodes, 2001). Regardless of the precise 
percentage of travel expenses devoted to shopping, the numbers are impressive and 
the rationale behind such behaviour needs to be explored in more depth. Tourism 
shopping in general and souvenir shopping in particular have so far been treated as 
orphans in academic research. It appears as if theory development does not keep track 
with the ever increasing importance of this revenue generator for local businesses. 
Swanson and Horridge (2006) report that although researchers have begun to 
understand the importance of shopping, the actual product of shopping – the souvenir 
– has received very little attention. Consistent with Wearing and Wearing’s (2001) 
claim to ‘get inside the heads and hearts of the tourists themselves’ (p.155), this paper 
intends to address this gap in tourism consumer behaviour literature by analyzing 
travel blog entries from tourists who recently visited Switzerland. The overarching 
objective of this research project is to make a decisive step towards a better 
understanding of the phenomenon of souvenir consumption. The underlying research 
question for the present project is defined as follows: ‘How do tourists reflect on their 
souvenir shopping activities?’ 
  
Method 
The phenomenological stance adopted in this study represents a holistic-inductive 
approach which leads seamlessly, as a first step, to theoretical propositions (Decrop, 
2004) and to pragmatic reality-driven suggestions as a final step. Contemporary best 
practice in qualitative research calls increasingly for naturally occurring data as 
opposed to ‘manufactured’ (Silverman, 2008) data coming from the traditional 
interview. The dividing line between the two data classes is indeed blurred and it 
would clearly be beyond the scope of this paper to continue this academic debate. As 
Potter (1996) stressed, qualitative researchers tend to rely too much on interview data 
and hence risk missing inspiring clues which could potentially be uncovered by means 
of alternative data collection methods. With the advent and the ever increasing 
popularity of the internet, plus the willingness of people to share their views using 
publicly accessible digital diaries, a new source of valuable data has become available 
- blogs. In their agenda for future tourism and hospitality research, Holmes et al. 
(2007) identified blog analysis as one of three most important issues to be addressed 
in the methodological context, and they called it ‘a highly innovative and new method 
for data mining’ (p.76). In a recent study, Pan et al. (2007) explored travel blogs and 
gained a clear understanding about how visitors perceived their stay in Charleston, 
South Carolina, and their perceptions regarding the strengths and weaknesses of the 
destination. It can be argued that the real value of travel blogs lies not only in the 
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quantity of data within easy reach, but much more with the quality. Sharda and 
Ponnada (2006) remind us in this context that tourism bloggers tend to provide more 
authentic information backed by genuine personal experience. Hence, travel blog 
analyses constitute a promising avenue for exploring tourists’ perceptions of the 
souvenir shopping activity and the roles they adopt in this process.  
 
For this study, the sampling frame was defined as publicly available blog entries 
authored by English speaking travellers who had a) visited or transited Switzerland in 
the last two years, and b) mentioned souvenir shopping in their narratives. Based on 
these criteria, 40 blog entries were selected, each reflecting one single day. A first 
examination of the data revealed that the act of souvenir shopping was most often 
described in a single sentence or a very short section of the blog entry. In 
consequence, a pragmatic approach was chosen. Based on Eisenhardt and Graebner’s 
(2007) strategy of inducting theory using case studies, ten blog entries were selected 
on a convenience sampling basis and aggregated to take the form of a single case. 
This case could subsequently undergo within-case analysis (Eisenhardt, 1989) which 
is a characteristic trait of this inductive, case-oriented process. With the tentative 
findings from the first case in mind, it was possible to proceed by applying replication 
logic to the following cases (cross-case analysis), each of them being again composed 
of 10 randomly selected blog entries. Theoretical saturation was reached after the 
third case and hence the fourth case was used to cross-check findings on a spot check 
basis. The analytical phase was composed of two distinct coding cycles (Saldaña, 
2009). The first coding cycle served to locate the relevant data which most often 
appeared in the form of a single sentence or a short passage hidden in the wealth of 
information given in a diary entry. To this end, a structural coding approach as 
outlined by MacQueen et al. (2008) was followed by the application of in-vivo, 
emotion, or action codes to capture meanings at the explicit level. The second coding 
cycle was characterized by a focused coding strategy which searched for the most 
significant codes generated during the first cycle, and which had the potential to 
develop ‘the most salient categories’ (Charmaz, 2006 p.46). Further rounds of analytic 
reflection ultimately led to the identification of an overriding theme.  
 
Findings & Discussion 
The major insight that emerged from the data in this study was that the experience of 
souvenir shopping as perceived by the tourist was strongly dependent on the tourist’s 
own interpretation of his level of expertise as a tourist, or ‘Expert tourist’ level. A 
number of indicators point in this direction and they deserve to be analysed in detail 
before conceptualizing the term of ‘Expert tourist’. The proposed ‘Interpretative 
Model of Souvenir Buyers’ illustrates the most salient categories as they emerged 
from the study and their assumed inter-relationships. In the following paragraphs each 
of the categories (A – E) and the overriding theme ‘Expert tourist’ (F) will be 
discussed and supporting evidence presented. 
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A) Sooo typical! 
So often heard from tourists, this dictum suggests a comparison between an individual 
state of knowledge and the situation which is commented on. Something is called 
typical when its appearance or lack thereof matches one’s preconceived ideas. Such 
ideas are built over time and through repetitive exposure to the same kind of situation. 
Indeed, when someone notes the same thing several times and thus thinks it is a 
normal occurrence, this often leads to the verbal expression of ‘typical’. Depending 
on the situation, an object or situation labelled with this adjective can have a positive 
or a rather negative complexion. For instance, it can be a compliment in the sense of a 
joyfully expected situation that has made an appearance. Or, if delivered in a certain 
way, it can be understood as a sarcastic criticism proving that one’s worst 
expectations have come true. Another aspect of using ‘typical’ is the fact that it tends 
to document a sound knowledge of which the speaker is proud and of which he would 
now like to reap the benefits in the form of receiving admiring looks or enjoying the 
status of an expert in the group. Someone who judges a thing or a situation to be 
typical proves that they are able to differentiate in a much more nuanced fashion. 
Only based on this body of knowledge is the tourist capable of categorizing and 
determining the actual degree of conformity by using such terms as ‘not really 
typical’, ‘kind of typical’ or ‘sooo typical’. In the following excerpt from one of the 
bloggers, the matching of one’s well documented should-be-situation against reality 
can easily be felt even though the author does not use ‘typical’. “The rest of the 
afternoon was spent at the pub again, sampling fine Swiss beers and chocolates”. 
In addition, this blogger demonstrates his competence in differentiation by 
formulating a word of advice. “Don’t go without a camera and don’t leave without 
visiting a chocolate shop – they are everywhere and they are to die for”. 
 
B) Kitsch 
Whereas ‘typical’ subsumes the availability of a whole array of nuances to describe a 
situation or an object, kitsch is commonly used to pin down an extreme and its 
opposite, such as white in ‘black and white’ or good in ‘good and bad’. Kitsch most 
often describes an object or a design which is seen as absolutely tasteless, vulgar and 
worthless, and the usage of the word concerned is truly devastating in implications for 
the object. It is argued that for the traveller of a certain standing it would be socially 
unacceptable to be associated with buying kitsch stuff. Kitsch is indeed an expression 
of value and it shows clearly that the user of the word is in a position to make a 
distinction, even if it is only the distinction between kitsch and non-kitsch. One would 
want to show that one is able to stay clear of such temptations and that one has a 
discerning taste and a well developed sense of aesthetics. Hence, one can maintain 
that the user of the term kitsch probably has a certain level of expertise in terms of 
being a traveller and a souvenir buyer. But, compared to the user of the term ‘typical’, 
he neither has the cultural or experimental background nor the linguistic capabilities 
to make more nuanced judgements. This kind of souvenir buyer is happy with a 
simplified version of the world in which there are only two options to choose from. It 
can be assumed that the comparison process while away from home includes two 
worlds which are matched against each other: home and away from home. The 
resulting findings are equally expressed in a binary mode. The following excerpt 
illustrates trenchantly a certain level of existing knowledge paired with the binary 
judgment. “The building was used initially as a set for a 70’s James Bond. It is now a 
revolving restaurant and of course a tacky souvenir shop selling 007 jackets and key 
rings.” 
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C) Stereotypes 
A stereotype is a widely held and oversimplified image of a person or a location 
(Oxford Reference Online Premium, 2009). This very basic and fragmented 
knowledge base is often built up over a long period of time. It is based on narratives, 
newspaper headlines or even cartoons and it is hardly ever scrutinised in reality. The 
actual user of a stereotype, in our case the tourist, is most often satisfied with this kind 
of previously acquired knowledge. When he visits a certain location or gets in touch 
with a specific person, he checks his immediate impressions against the stereotypical 
knowledge in assessing the overall situation.  
The following excerpt magnificently illustrates the stereotype which this blogger 
carried with him and the contrast that can emerge if stereotypes are reality checked. 
“There were window shops with cow bells, embroidery, naïve paintings etc. alongside 
a bank ATM machine which I naturally didn’t ignore. Oh, the wonders of techno-
banking”. 
Or this contributor, who summarizes all prevailing stereotypes about Switzerland in 
one single sentence. Note the capitalisation! 
“The Swiss Alps, Swiss Army Knife, Swiss Bank, and Swiss Cheese all in one place!” 
 
D) ‘I like, therefore I take home’ 
It was astonishing to see how closely related the expression of liking is to the 
intention of taking home. In many of the researched cases, the blogger did not simply 
limit himself to liking or admiring an object or a landscape. A clear expression of will 
to take home was often detectable in very close textual proximity to the expression of 
liking. Not always is the act of taking home to be understood in a physical sense. 
Taking pictures or a video often serves as a substitute in the quest to make this 
moment last longer. From what is said in the blogs it can be argued that the hurdles 
between the first enthusiasm and the final act of buying are less prominent and 
therefore the purse seems to be open wider while on a vacation than in a similar 
situation back home. The following excerpt illustrates particularly well the connection 
between liking and taking home. 
“The air up in the Alps is so crisp and fresh I wanted to put some in my backpack and 
bring it back to Australia”. 
Or a case in which the taking home was made real. 
“The material the baths is constructed from – Valser Quartzite – is everywhere and I 
managed to souvenir myself a piece”. 
 
E) No glitter, no glamour 
As alluded to earlier, the initial inspection of the blog data showed that textual content 
pertaining to shopping in general or souvenir shopping in particular is often limited to 
a sentence or a short paragraph even though the blog entry for the day may spread 
over several pages. What first came as a surprise could be explained at a later stage of 
the research project, particularly in connection with the kitsch theme as outlined 
above. In principle, blog entries are primarily carried out for friends and loved ones 
that remain at home. A blog is a medium which allows you to describe the world as 
you see it (it is YOUR blog) and this stance is equally expected by the readers. In a 
similar vein, a blog is a reflection of you, i.e. the blogger presents him/herself in 
exactly the way in which he wants to be seen. Hence, with souvenir buying often 
equated with displaying a propensity to kitsch, and kitsch being socially unacceptable, 
a blogger has basically three ways of going about describing his souvenir shopping 
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habits: a) not mentioning anything; b) presenting souvenir shopping as an ordinary 
pastime while on a vacation and at the same time winking at the idea of kitsch; c) 
describing an act of buying in meticulous detail and substantiating a choice against 
existing personal knowledge about the object or location. Option b summarizes a 
point which appeared very prominently across many of the analysed blogs. There is 
absolutely no glitter and no glamour involved in the act of souvenir shopping. 
Whereas shopping for souvenirs is often seen to be on a par with shopping for 
groceries back home, the presence of souvenir selling facilities is presupposed as an 
integral part of the tourism infrastructure. Indeed, souvenir shopping is often 
described as a time filler or an activity to choose when there is really nothing more 
intellectually demanding to do. The following excerpts illustrate the ambiguous 
attitudes involved. Like buying groceries, one needs to do this once in a while. 
“Next stop was the cute city of Lucerne where we stocked up on our Swiss souvenirs 
…”. 
Buying souvenirs entails costs of the same type as food or bike tubes. 
“May 21, Day 37 … Postage 3.6 CHF, Bike tubes 10 CHF, Souvenir mug 11.50 CHF, 
Camping 23.00 CHF …”. 
Souvenir shopping as a convenient time filler. 
“After 10 minutes of frustration (our train was leaving in about 30 minutes), I sent 
Heather to look at the souvenir shops while I hung out to wait for someone”. 
 
F) Expert tourist 
The notion of ‘Expert tourist’ emerged as an overriding theme in this study. In view 
of the blog passages analysed with reference to souvenir consumption, the level of 
travel sophistication seems to strongly influence the way tourists perceive their 
souvenir shopping behaviour. It is suggested that we should not view the expert 
tourist as one entity, but should create a taxonomy which allows the attribution of 
observed behavioural patterns to a specific level of expertise, going from low to 
medium to high. It is hypothesized that the ‘Expert tourist’ with a relatively low level 
of sophistication is likely to use stereotypical expressions when describing his 
souvenir shopping experiences. This person is a follower, his involvement is rather 
superficial and the souvenir buying pattern is best placed in the ‘No glitter, no 
glamour’ category. In contrast, the individual at the medium level of the taxonomy 
system has more experience as a traveller and, therefore, tends to take a closer look at 
things and starts voicing an opinion. In many cases the expression of opinion lacks 
nuance and it often culminates in binary decision making: black or white with no 
shades of grey or, in reference to the ‘Kitsch’ category: kitsch or non-kitsch. This type 
of buyer experiences souvenir shopping as ‘No glitter, no glamour’ although some 
buyers have a propensity to go for the more specific, and they articulate an 
independent vision. The ‘Expert tourist’ at the top of the scale is a seasoned traveller, 
and experience has equipped him with a finely grained vocabulary which allows for a 
much nuanced distinction between impressions and objects. He is likely to be highly 
involved and pleased to show his outstanding knowledge about places, people and 
objects. This kind of tourist is very clear about what is and is not an appropriate 
souvenir. He very much reacts based on personal preferences and is not afraid of 
displaying the choices made and to raise these to de facto standards.  
The following excerpt summarizes an expert tourist’s stance in a concise fashion. 
“The harbour’s ‘captain’ was so nice with us, I really liked him so much that I asked 
him if I could get a picture of him and me as a souvenir. He was so typical, and his 
accent either in German, well ‘schwizer dütsch’ or French was the cherry on the 
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cake. I can tell you, my German is quite good and I could not understand a word! A 
lovely man, however, and so friendly”. 
 
In formal terms, the findings lead to the following proposition: 
Souvenir buyers who see themselves as expert tourists are more likely to be interested 
in souvenirs which help them to document their expertise. 
 
Practical implications 
Based on the findings of this study, the actual buying behaviour of souvenir buyers 
cannot be predicted. However, it is possible to advance a hypothesis in this respect. 
Kim and Littrell (2001) for instance suggest that the more experienced the traveller is, 
the less likely it is that he will buy souvenirs. By extension this would mean that the 
well-travelled tourist does not buy souvenirs, and this finding appears inappropriate in 
the light of the outcomes of this study. Smith and Olson (2001) present a much more 
pragmatic proposition by which tourists’ shopping behaviour becomes more 
discriminating over time. This, in turn, would be consistent with the basic findings of 
this study in that apparently seasoned travellers definitely continue buying souvenirs 
but they tend to be more often in the ‘Sooo typical’ category which represents 
nuanced distinctions made at a considerably higher level of involvement. 
 
In terms of practical implications and added value to the industry, it is pivotal to 
acknowledge, first of all, that the vast majority of souvenir offerings in Swiss 
destinations cater for the tastes of the longest standing tourist class: the novice tourist. 
They typically travel in groups, are on a tight schedule, and can primarily  be 
attributed to the group of ‘stereotype’ (C) buyers who consider souvenir buying as a 
duty with ‘No glitter, no glamour’ (E) effect attached to it. The more experienced, 
more demanding and more discriminating traveller, the higher level ‘Expert tourist’ 
(F), has received surprisingly little attention in the configuration of target-oriented 
souvenir assortments. In order to appeal to this growing tourist segment, souvenir 
offerings need to reflect the imminent aspiration of this target group to set themselves 
apart from the masses by opting for a product which is clearly more sophisticated and 
whose authenticity and uniqueness can only be judged by an experienced traveller. In 
practice, this would point in the direction of a souvenir shop that would address this 
promising group of tourists on three distinctive levels: 1) display; 2) branding; 3) 
price differentiation.  
Firstly, in order to give the high level expert tourist a platform to show his superior 
knowledge and insight and, at the same time, to set himself apart from the masses, it 
is suggested that a spatially separated section should be created within the souvenir 
shop where more sophisticated items are on display. This section could be in a back 
room which is less easy to find and, therefore, requires both cultural familiarity and 
determination to access it. Secondly, a niche branding strategy could effectively raise 
certain souvenir products above the level of commodity-like items. The brands should 
reflect exclusivity and a degree of intimacy which could be achieved by supplying 
background information about production, manufacturing location or people involved 
in the creation of the object. Thirdly, a smart price differentiation strategy would 
allow the most prominent needs of the high level expert tourist to be efficiently 
addressed in terms of exclusivity and nuanced distinction and, at the same time, to 
generate additional income.  
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Conclusion 
This study is based on the rationale that tourism shopping in general and souvenir 
shopping in particular has become a major contributor to revenue for local businesses 
in tourism areas. An in-depth analysis of travel blogs of tourists that recently visited 
Switzerland was carried out in order to detect how tourists reflect on their own 
souvenir shopping behaviour. The proposed model depicts the major themes involved 
and the overarching concept of the ‘Expert tourist’. It is proposed that depending on 
the tourists’ own perceptions of how strong they are at being experts (from low to 
high), they show very distinctive souvenir buying behaviour. This leads to the 
suggestion that the souvenir trade should address proactively the expert tourist, 
especially the higher level type, by providing solutions at three different levels: 
merchandise display, branding of products, and price differentiation. It is argued that 
by placing the high level expert tourist more centre stage when designing souvenir 
shops and product assortments, the satisfaction level of this segment could be raised 
considerably, and this would seamlessly translate into financial benefits for the 
operator of the souvenir business.  
 
The present study limits itself to the analysis of English speaking travellers in 
Switzerland. In terms of further research it is suggested that this investigation should 
be replicated in other countries and/or with tourists from other cultural backgrounds. 
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ABSTRACT 

 
Hospitality organisations could benefit from focusing more explicitly on the link 

between Customer Relationship Management and Performance Management. Building on 
literature, on a CRM survey among executives and on the findings from CRM implementation 
tracks in first class hotels, new theoretical reference points for a more actionable link are 
established. Pilot hotels which embrace CRM as an operating philosophy, have applied the 
new principles to redesign their critical relationship performance objectives and indicators. 
The paper reports on these applications and the perceived benefits.  
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CUSTOMER RELATIONSHIP MANAGEMENT & PERFORMANCE 
MANAGEMENT: EXPLORING AN ACTIONABLE LINK IN HOSPITALITY 

 
INTRODUCTION 

 
If Customer Relationship Management (CRM) is defined as a separate marketing 

function or as a system, organisations generally approach its implementation as an investment 
program. Value needs to be demonstrated in a trade-off between the expected revenue from 
improved relationships and loyalty on the one hand and the planned investments and 
increased or decreased costs of systems and processes on the other hand (Buttle, 2004). Oshita 
and Prasad (2000) state that field studies have shown four overarching strategic expectations 
for a CRM program: ability to impact corporate strategy, integration of technology, enhanced 
strategic partnerships and assimilation of CRM technologies. But CRM no longer is the 
exclusive playground of marketing and IT professionals. A study in The Netherlands has 
shown that most hospitality managers support the adoption of a customer intimacy strategy 
(Frenken, 2004). However, customer centricity is easy to assert, yet difficult to build 
(Galbraith, 2005). If CRM is the organisation’s business strategy or philosophy (e.g. Zablah, 
2004; Mitussis, 2006; Hermans & Melissen, 2008), and thus is fully integrated in guest 
service operations, its implementation is approached as a process of continuous change in 
performance areas critical to ongoing guest relationships and for optimized customer equity 
and competitive advantage. Llamas and Sule (2004) refer to several authors who maintain that 
defining objectives and metrics that indicate the degree of attainment of this ambition, 
increases the likelihood of success. Relationship performance management starts where 
service performance management ends; it aims to satisfy the need of returning guests for a 
dialogue, a special deal, or their need for status or greed. This paper aims to support guest 
relationship centric organisations in enhancing customer loyalty with the same or lower 
amounts of resources, and to reduce the risks of failure that have historically been associated 
with implementing CRM. 
 

METHOD 
 

A literature study was conducted on the link between performance management and 
CRM in general, the nature of CRM performance metrics, critical success factors of CRM 
implementation tracks and the characteristics of effective score cards in general. A field 
survey was conducted among Dutch hospitality industry executives showing how the 
hospitality and tourism industry thinks about and applies strategic, tactical and operational 
CRM. Ongoing CRM implementation tracks in first class hotels using the CRM-7-18 model 
for phased design and implementation of guest relationship programs (Hermans & Melissen, 
2008) were analyzed. Findings from the survey and from the pilot programs were used to 
validate the existing theory about CRM Performance Management, and to formulate new 
theoretical reference points about the link between CRM and Performance Management. 
Application of these new reference points in four pilot hotels led to the composition of a long 
list of possible and actionable CRM performance indicators in each layer of the balanced 
score card from which they made their strategic selections. Finally, the perceived benefits of 
the newly designed CRM performance frameworks as they were reported by the four pilot 
hotels have been recorded. The discussion section contains comments by an expert consultant 
on the choices and observations in the pilot programs. The conclusions section is used to 
derive relevant avenues of future research. 
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LITERATURE REVIEW  
 

The general link between Performance Management and CRM 
 
Performance management deals with the monitoring and stimulation of critical 

performance areas, objectives and indicators in pursuit of strategic goals. An increasingly 
dynamic and competitive business environment demands holistic measurement systems which 
provide the company with a complete map of different aspects influencing the results of the 
company (see e.g., Llamas & Sule, 2004). Metrus Group (2003) described six reasons why 
strategic performance measurement improves business performance: (1) strategic agreement; 
(2) a common language to communicate strategy and key values; (3) alignment; (4) pace 
successful change; (5) early warning capability; (6) holistic perspective. Various types of 
scorecards, indexes and monitors were conceived to enable the linking of relevant critical 
success factors into effective performance management frameworks. Eckerson (2006) stated 
that performance dashboards replace more and more other forms of performance management 
like 6sigma, Activity Based Costing, Value Based Management and Enterprise Information 
Systems. 

 
Balanced Score Cards map broad performance goals from four perspectives that 

consider the most important stakeholders (Harrison and Enz, 2005). Companies growing 
towards a genuine 1-to-1 customer orientation realize focus shifts in their balanced score card 
over time; from a turnover focus towards a guest life time value focus, from average guest 
satisfaction to individual loyalty and commitment, from a task and department centric 
organisation towards a guest need centric organisation, from dispersed learning to a shared 
and intelligence based learning (Peelen, 2004; Rance, 2004). Fredrick F. Reichheld (1996) put 
forward that the loyalty of customers, employees and investors are the essence of success of 
any business. In order to keep track of their loyalty, retention and defection rates must 
carefully be measured. The links between loyalty and financial results were first documented 
by Reichheld. Loyalty was studied as a result of satisfaction (see e.g., Skogland and Siguaw, 
2004), generally showing only weak links, and as a separate performance area independent 
from service satisfaction, but rather fostered by CRM efforts (Johnson & Gustafsson, 2000; 
Mittal et al, 2005).  

 
Performance measurement metrics can be classified into different categories: financial 

versus non-financial; one-dimensional versus multi-criteria (see e.g., Grabner-Krauter and 
Moedritscher, 2002); input, management,output and outcome  measures (see e.g., Clark, 
1999); hard versus soft (see e.g., Ang and Buttle, 2002); tangible versus intangible (see e.g. 
Llamas and Sule, 2004); and lagging versus leading indicators (Kaplan and Norton, 1992). 
Managers primarily rely on quantitative performance metrics such as revenue, market 
coverage, margin, net profit, sales profitability, share of new customers, life time value, 
frequency of visit etc., but they increasingly include qualitative indicators such as customer 
satisfaction, customer retention or brand familiarity (Reinecke en Reibstein, 2002; Ambler, 
Kokkinaki and Puntoni, 2002). Financial indicators have been criticized as being unsuitable 
for strategic decisions (Kaplan and Norton, 1992). They also have proven to be inadequate for 
assessing investments of which benefits will be intangible, indirect or strategic (see e.g., 
Bukowitz and Petrash, 1997). Llamas and Sule(2004) mention that experts on CRM such as 
Prof. Payne acknowledge the usefulness of cross-functional frameworks, like the Balanced 
Score Card approach, yet prompt for continued development efforts to address the 
complexities of CRM. Prof. Payne suggests using four categories of metrics to measure CRM 
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performance: strategic metrics (driving competitive differentiation and advantage), customer 
metrics, operational metrics and output metrics. 

 
The nature of CRM performance metrics 

 
From a strategic perspective, Winer (2001) described the CRM performance areas, 

which typically include customer service, frequency/loyalty programs, customization based 
on guest profiles, rewards programs and community building. Shoemaker and Lewis (1999) 
establish that the hotel industry currently uses six value-adding or value-recovery strategies to 
influence loyalty: financial, saving money on future transactions; temporal, saving time (e.g. 
by priority check-in); functional (e.g., check cashing, Web site available); experiential (e.g., 
upgrades or turndown services); emotional (e.g., customer recognition or more pleasurable 
service experience); and social (e.g., interpersonal link with the hotel). Mason (2006) 
validates the financial and emotional rewards and possible experiential features, but the 
impact of other strategies appears to be absent or minimal.  

 
Bernstein (1999) explains that conversations open the door to presenting the hotel's 

facilities in a context that is meaningful to the individual guest. Traditionally, CRM efforts are 
planned along the guest life cycle (Peelen, 2004): exploration (profile and inform), growth 
(surpass expectations), commitment (customization) and downturn (intensive recovery). 
Barsky & Nash (2002) and Voss & Voss (1997) differentiate the performance focus for 
different guest segments also in terms of relationship inclination and type of loyalty. From a 
guest perspective Scanlan (2000) determines the critical relational attributes in the face-to-
face service encounter that were most influential in the formation of a service relationship 
from the business traveller’s perspective: personalization, social bonding, reliability, and 
familiarization. According to Gummesson (2002), the core variables of modern marketing 
from a customer perspective are relationships, networks and interactions, which cause the 
design of a framework to be complex because of the difficulty to measure their performance 
and value. Peel (2002) argues that early CRM efforts made contacts efficient but killed 
involvement; new CRM efforts should develop processes, procedures and systems that re-
establish local community tenets in a global and virtual setting. Insider knowledge - often tacit 
- and reciprocity drive communication and collaboration in such communities. A sense of 
togetherness needs to be established. The context surrounding the visit and the guest indeed 
become more important than the mere needs and preferences proclaimed by the guest. 
Communications and deals should be simple. The key question no longer is ‘do we have the 
technology’ but ‘do we have the competency’? How do we get this down-to-earth dialogue 
started and going? Hermans and Melissen (2008) establish that a relationship entails a 
meaningful dialogue, which actually is not only a tool but a part of the guests’ basic need 
profile, no longer a privilege in return of proven loyalty or a next phase after fulfilling basic 
service needs. The authors identify 7 critical abilities for any organisation to secure 
sustainable relationship success with all guests needing such relationships. 
 

Eventually, different returns of CRM and CRM maturity can be observed, pursued and 
measured, as there are guest satisfaction (Knox, Simon et al., 2002) and staff satisfaction 
through need responsiveness and customization, process efficiencies, improved sales through 
customer insight based segmentation (Peppers, 1999), successful communication (e.g. Chen 
en Popovich, 2003), image building (e.g. Kincaid, 2002) and ultimately increased retention 
rates and share of wallet. These returns cumulate to ever stronger levels of loyalty in the 
customer base (Dowling, 2002). Customer loyalty is a complex construct but is usually 
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simply defined and measured as the intention to repeatedly purchase a product or service 
(Hawkins, Best and Coney, 1995), and as recommending the hotel (Bowen & Chen, 2001). 
 

Critical success factors of CRM implementation tracks 
 
In view of CRM’s tempting value promise, many organisations have tried to carry 

through the necessary changes in perspective and competencies in the fourth layer of the 
balanced score card: learning and innovation. Few have succeeded. As Baran (2008) states, 
“the best CRM system as well as the first CRM success metric is a working program.”  

 
Strategically, in terms of sponsorship and the company’s organisation, successful 

CRM implementation does not only need the full commitment and support of an 
organisation’s board and senior management (Fletcher and Wright, 1996), but also a culture 
that lives the philosophy (Haley, 2003). In terms of organisation, research by Rance (2004) in 
partnership with CRMGuru.com on why CRM isn’t working blames the company’s internal 
focus, the functional organization design promoting functional strategies, customer 
information being mainly functional and transactional, and finally the perception of CRM as 
an IT solution and the IT department’s responsibility. Customer centricity or, as it is also 
often referred to, customer inclusivity, challenges structured organization models based on the 
principle of specialization of labour introduced in the mid 1800’s by Adam Smith. The author 
mentions that “the line of chaos” must be crossed when organisations are half-way in moving 
from a resource efficiency to a customer sensitivity focus, a moment that capabilities from 
one part of the business cannot be supported by or are in direct conflict with those of another. 
Again, a clear set of critical performance metrics to measure and reward behaviours resulting 
in increased customer loyalty and value are identified as a prerequisite of CRM success. 
Finnegan & Willcocks (2007) proclaim that implementing CRM requires either intense 
change management or acceptance of drift, since mechanisms at micro level are partly 
controllable and outcomes of dialogues are not entirely predictable. All of these authors reveal 
micro political, behavioural, psychological subcultures and knowledge issues in CRM and 
system integration, factors that are neglected too often. Peelen, in his book Customer 
Relationship Management (2004), also acknowledges the importance of self-evaluation of 
current CRM performance by management and staff prior to engaging into a CRM track.  
From a functional perspective, Bell et al. (2002) discuss seven barriers to optimizing guest life 
time value: data collection, lack of accounting instruments to value customers as assets, 
modelling future revenues, accounting for competitive reaction, the conversion to operations 
organized around customers, unwillingness by clients to share sensitive profile information in 
consolidating environments, and CRM perceived as an efficiency tool (e.g. reducing head 
count or controlling staff performance), not as a service tool. Piccoli (2003) reveals a data 
ownership dilemma between owners, managers and brands while building, sharing and using 
customer information. From a technical perspective, Trepper (2000), Schroeck (2001) as well 
as Brown and Gravely (2003) emphasise the importance of integrated IT. Ryals (2001) 
addresses critical cross-functional issues in CRM, primarily between IT and marketing. Sigala 
(2003) reveals that CRM implementations require IT but also structure, culture and process 
supported acquisition, sharing and utilisation of knowledge, and internal and external 
relationship marketing.   

 
As to the implementation track itself, O’Reilly (2004) describes and illustrates key 

prerequisites for CRM success with references to literature. Forsyth (2001) and Dyche (2002) 
extensively document the common roadblocks and causes of failure to achieve CRM benefits; 
from both a stakeholder, program planning and change management perspective. Matta 
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(2003) states that managers use project plans, timelines, and budgets to reduce “execution 
risk" - the risk that designated activities won't be carried out properly - but they inevitably 
neglect two other critical risks: the "white space risk" that some required activities won't be 
identified in advance, leaving gaps in the project plan, and the "integration risk" that the 
disparate activities won't come together at the end. They plead for cross-functional (vertical) 
rapid result projects. The CRM-7-18 model of Hermans & Melissen (2008) presents a detailed 
agenda for bottom-up, cross-level and cross-department CRM strategy formulation and 
change towards CRM focus, CRM service processes and service support processes. They 
identify accountability (staff-to-guest allocation) and matching (allocating appropriate 
relationship benefits and communication mix to the appropriate guest) as core functions of 
operational CRM. 

 
Characteristics of score cards 

 
Although Baran (2008) warns for “death by dashboards,” organisations are advised to 

conceive a measurement system to manage CRM performance. It should reflect strategy, be 
relevant to the reality of everyone’s work in terms of accountable objectives, accurate 
measurement and communication of deviations, and influence work if metrics are not 
achieved, i.e. the willingness and ability to change processes with good understanding of 
effects of change of processes on other processes and metrics. Eckerson (2006) states that 
objectives drive strategy, key performance indicators (KPI) drive people. KPI’s should be few 
in number – to allow focus – although this is determined by the size of the organisation, and 
the scope and complexity of the (CRM) program. Of course they should be easy to 
understand, i.e. how they can be influenced positively, balanced and linked to each other and 
to events in the business context. They should be standardized across the company in terms of 
measurement and trigger change, thus be reviewed periodically, result in action plans where 
applicable and possibly endorsed by incentives. Whereas they should be as few in number as 
“reasonably possible” individuals were presumed to be able to manage up to 15 metrics, 
organisations up to 60. Targets can be annual, monthly, weekly,  daily (allow planning or not) 
and must indicate an upper and lower range. Alerts should be defined about who is informed 
if KPI’s are not or have been achieved. 
 

VALIDATION OF THEORIES 
 

In 2006, 215 Dutch HSMAI professionals were asked to either agree, disagree or 
remain neutral on 50 strategic, 50 tactical (planning) and 50 operational (guest related) CRM 
issues. On the following performance related issues a clear majority of the respondents 
agreed: 
 

statement Balanced score card 
perspective 

Agree Disagree 

While developing business relationships 
hotels should have concrete objectives. The 
mere intention to provide a more ‘amicable’ 
service is not enough 

Result perspective 

72 21 

In spite of the increasing interest of electronic 
distribution and corporate deals, word-of-
mouth still is a source of customer 
acquisition which we aim to further develop 
and make more measurable 

Result perspective 

85 4 

Formatted
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Even if a proper CRM implementation would 
require 2 years, we would still consider it, 
since we know what it is like to implement 
long term management programs 

Result perspective 

63 16 

Relationships are reserved to top clients only 
since it is impossible to know all 
guests/clients personally 

Client perspective 
6 78 

We aim for function descriptions which 
oblige every employee to dedicate a part of 
his time to building and maintaining 
relationships, besides his core tasks 

Client perspective 

72 16 

To our customers variety and surprise are 
more important than benefits and discounts. 
Loyalty is not rewarded by means of 
“features and amenities” but by genuine 
attention 

Client perspective 

87 9 

A relationship policy needs to be conceived 
by the management, not just depend on the 
goodwill of guests and employees. 

Processes perspective 
93 2 

I believe that guest relationships should 
equally be nurtured during and after a stay  

Processes perspective 
72 23 

Hospitality companies should deploy more 
relationship technologies during the service 
processes and they should circulate more 
relevant information about the guest amongst 
their employees 

Processes perspective 

81 9 

Customer Relationship Management is a 
shared responsibility of the general manager, 
the financial manager, the sales/marketing 
manager as well as of the operations manager 

Learning perspective 

82 10 

CRM really is a separate marketing 
instrument which does not interfere with 
service 

Learning perspective 
13 77 

Relationship development is a top 3 
competency for hospitality organizations and 
their employees. 

Learning perspective 
93 1 

 
Table 1: excerpt from HSMAI survey results 

 
Furthermore, three first class hotels in capital cities in Belgium and the Netherlands 

were observed throughout the implementation of CRM in guest operations guided by the 
CRM-7-18 framework (Hermans and Melissen, 2008). During this process the following 
steps/decisions were executed: 

 A cross-functional and cross-level team was installed, dedicated to develop processes 
that create, support and manage relationship dialogues with guests, on top of the 
service these guests receive. 

 A local guest VIP system parallel to the global loyalty system was created, with a 
guest relationship strategy – not a mere special service setup – for each VIP segment. 
The latter is a condition for CRM performance according to Gillies et al. (2002). 

 More than half of all guest facing employees were involved and empowered in the 
execution of the new dialogues, to a point that for relationship purposes guests would 
be allocated to them on a one-to-one basis. 
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 Critical areas of relationship management success became permanent responsibilities 
within the function description of different team members in support of guest 
dialogues  

 New IT issues of guest profile management, reporting, system integration, but also 
electronic guest communications were identified and discussed; all hotels reported 
problems to implement their guest relationship plans and processes in their current 
Property Management Systems, supporting the thesis that such systems manage 
properties, not guests. The need for further research in this area was clearly felt and 
established. 

 
These findings confirm that raising guest relationship performance in operations 

clearly implies more than hiring a single guest relationship manager, considering basic 
preferences at check-in, training staff in up-selling, enrolling them into a global card program, 
or asking the guest to provide feedback on quality of service. 

 
NEW THEORETICAL REFERENCE POINTS 

 
 Based on all the above, the following new theoretical reference points and underlying 
arguments can be established: 
 

A) If CRM’s first focus is to fulfil the need of guests for a relationship, rather than the 
company’s need to focus on the profitable relationships, and knowing that guest 
communication drives guest value and performance, hospitality organizations seeking to 
improve operational CRM performance are recommended to work with the new 90-50-30 
‘rule’, rather than Pareto’s 80-20 ‘rule’, to drive allocation of resources. Whereas the latter 
encourages making loyal customers profitable and profitable customers loyal, the 90-50-30 
‘rule’ encourages hotels to prioritize guests with the idea in mind that 

 an expected 90 percent of all guests likes to disclose basic travel context (e.g. 
familiarity with the destination, purpose of visit),  

 an expected 50 percent of all guests likes to express his/her preferences as well as 
provide feedback to the quality of service in view of a more personalized travel 
experience next time, and  

 an expected 30 percent of all guests feel comfortable in discussing the future (e.g. 
presumed next visit to the destination, professional networking, possible other purpose 
of visit). 

 
Percentages were roughly estimated based on small sample face-to-face experiments 

but are subordinate to the guiding principle behind the rule. The appeal of the new rule is 
grounded in the fact that profitability – focus of the 80-20 rule – is a lagging performance 
factor and indicator, as opposed to profile based interactivity with individual guests, which is 
a leading and thus actionable one. Pilot hotels acknowledged that for each of these three types 
of guests the relationship benefit proposed to the guest should primarily lie in the genuine, 
ever growing and shared interest in the guest’s entire travel context, rather than in the simple 
provision of product upgrades or physical rewards. 
 

B) The importance of change management, performance self-evaluation and internal, 
cross-functional communication during CRM implementations has received ample attention 
in literature. The survey among industry professionals that covered all areas of strategic, 
tactical and operational CRM was used by pilot hotels to start internal discussions about CRM 
practice, focus and value, more particularly on the issues which left survey respondents 
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undecided, i.e. with less than 15% more respondents agreeing than disagreeing with a 
statement or vice-versa. Some examples of these statements are displayed below: 

 The first objective of a CRM program in a hotel is to drive staff to an improved 
service performance level (result layer). 

 The main advantage of guest relationships are reduced marketing costs and lower 
numbers of complaints (result layer). 

 Our existing relations are the most valuable source of new business contacts (result 
layer). 

 Increased knowledge about the guest is equally important as the amount of money he 
spends (client layer). 

 Satisfaction surveys don’t really measure satisfaction. They generally measure the 
absence of technical or service deficiencies. They are more useful for quality 
managers than for relationship managers (client layer). 

 In a relationship we sometime try to eliminate the middle person or intermediary to 
shorten the distribution channel (client layer). 

 To develop a business relationship you will always need private information – next to 
business information – from the person or company you are having the relationship 
with (client layer). 

 Since average employee turnover (rotation) often can be higher than the loyal guest 
turnover it will always be difficult to realize depth in guest relationships (process 
layer). 

 Relationship management basically is about creating a profile and adjusting services to 
that profile. It’s right to say that we have such profile of the majority of our returning 
guests (process layer). 

 A relationship program runs parallel to a quality program rather then being a part of it 
(learning layer). 

 
With team members of the CRM-7-18 pilot programs being assigned a role in line 

with one of the 7 identified critical drivers of CRM performance, it has indeed been observed 
that these team members went from discussing these CRM statements to discussing (critical) 
pre-conditional requirements from their roles’ perspective of the statements’ validity in their 
organisation. This eventually lead to the identification of generic critical cross-role 
performance expectations. Table 2 shows what critical performance areas on the X-axis, in 
general, expect from critical performance areas on the Y-axis: 
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Table 2: performance meets performance 

 
Team members of each pilot organisation have used these 49 generic critical cross-

expectations, interpreted and applied them for their organisation and ultimately came to a 
selection of focus points which they believed to be the critical set of CRM factors for their 
CRM efforts. This way of working shows the potential variety in customer intimacy 
strategies, since all CRM issues and choices can be related back to these 49 areas. Based on 
the selected factors, internal communication and training programs were initiated. Many of 
the presented CRM trade-offs, as well as the critical cross-factors, have not received 
(integrated) attention in CRM books, studies, or CRM implementation and training programs. 
Based on all the above, we cannot but conclude that this is undeserved and that there is a clear 
need to and benefit in doing so. 

 
FINDINGS & DISCUSSIONS 

 
Findings related to application of the new theoretical reference points 

 
CRM teams in four pilot hotels aiming to improve CRM performance applied the new 

reference points.  They long-listed the following key performance indicators in the process, 
guest and result layer of the balanced score card, from which they eventually came to a 
selection of three key indicators of each type for their business: 
 

Guest / Client 
(what we give to the guest) 

Business / results 
(what we get in return) 

Internal / processes 
(what we need to do) 

‐ Meet the need for social 
(contextual) interactivity 

‐ Single thing that needs to 
be right 

‐ Faster, better, cheaper 
service 

‐ Self – service 
‐ Single contact person; best 

friend in town 
‐ Insider of the hotel and the 

environment; educate 
‐ Surprise element: do the 

same or do different? 
‐ Guest-to-Guest  

Guest-to-Locals 
‐ Last minute and Low price 

availability 
‐ Colleagues, Family and 

Network on same 
conditions 

‐ Special dates 
‐ Personal event packages 
‐ Focused and single 

message communication 
‐ Review last visit in 

preparation for next visit: 
create or avoid suspense 

‐ Explain price 
discrimination 

‐ Help (re)design the hotel 

‐ Meet the relationship 
(interactivity) need 90-
50-30 

‐ More loyalty program 
enrolments 

‐ Find time and use idle 
capacity for relationship 
building 

‐ Hotel and brand 
awareness / 
knowledge/first 
choice/switching cost 

‐ Intended and actual 
returns and referals 

‐ Decrease of intermediary 
costs 

‐ Personalize 
communication, 
standardize 
service/product 

‐ Business forecast 
improvement 

‐ Long / Cross / Up / Deep 
selling with the right 
guests 

‐ Increase willingness to 
disclose among guests; 
increase ability to launch 
last minute offers 

‐ Improve staff culture; 

‐ Identify returning guests 
and need of 
relationship/interactivity 

‐ Right staff on right guests 
‐ Profile usage and sharing 
‐ Extend profile information 
‐ Strengthen external 

partnerships 
‐ Better improved planning 

of guest reletionship 
moments 

‐ Increase of experiences 
with guest  

‐ Improve internal 
communication 

‐ Improve guest 
recognition/appreciation 

‐ Increase number of guest 
contacts 

‐ Better understanding of 
business travel 
world/habits/etiquette 

‐ Provide hotel and chain 
information 

‐ Take over choice from 
guests 

‐ Organize more relationship 
touchpoints in the hotel 

‐ Explain the luxury of 
service and of the 
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feeling that any profit should return to the members. We felt a lack of ambition for big 

achievements and outstanding performances. 

The required changes 

After a short phase of analysis, we came to the conclusion that we had to focus on two main 

issues: 

- Counter the decreasing number of affiliations: the hoteliers who had joined as a sign of 

friendship were from the same generation as the founder, which means currently in the 

phase of retirement. The new generation expects much more from such a membership 

(clear objectives, transfer of know-how, return on investment) and benefits from a 

higher level of education in marketing. The level of competition has also increased. 

Therefore, the product portfolio had to be fully redesigned. Additionally, a better 

balance had to be achieved between the hotels in Switzerland and the hotels abroad and 

we needed more financial resources. Many hotels were members only because of the 

access to a commission free booking engine, 

- Change the perception of the market: SIH should become an essential and serious 

business partner with a professional board and management delivering qualified 

marketing services. SIH should be perceived as a competence center and a partner for 

various questions in hospitality. The profile of the hotels had to become clearer (what is 

the common denominator between the members?). 

The required changes could not be achieved with the existing management. Moreover, 

since our background was not marketing, we were as board member dependent on the 

strong competence of the person in charge of the company. So the first step resided in 

changing the management and hiring a senior sale employee.  

In our assessment of the situation of SIH, we found out that we had to give the members 

and the guests a clear idea of what the membership stood for. Unlike some of the 

competitors such as Relais&Châteaux or Swiss Deluxe Hotels, with clear conditions for a 

membership, SIH represented hotels in various categories and segments. Historically, these 

hotels only had to be under Swiss management and independent. We decided to keep the 

breadth of categories and segments: today’s hotel guests have various needs, depending if 

they are travelling on business, choosing a 4* business hotel or indulging themselves a nice 

spa week-end in a 5* resort. What we needed was to emphasize the common Swiss 

character of the hotels specially the traditional Swiss quality. With the support of the 

specialists of the Swiss Hotels Association, we defined SIH quality standards. All members 

will have to apply these standards as of 2010 and the compliance will be controlled by 

means of mystery checks.  

We decided to keep the basic membership package including a page per hotel in a newly 

designed hotel guide (in the form of a magazine), access to a new booking engine 

(improved solution with a new partner, standardized tool, still without commission), the 

presence at the main fairs and more access to privileged partnerships (e.g. Coop on the 

Swiss market, credit card organization, ads in the Swiss Inflight Magazine). The 

membership fees were increased to a level standing in better relationship with the services 

offered and allowing creating provisions for the development. We came to the conclusion 

that in spite of the development of branded hotels there is a demand for individual 

operations to join a common platform such as ours, which gives them a visibility on the 

market and access to activities (e.g. fairs) they could not afford otherwise. 

The improvement of our image as professionals went through the development of 

personalized sales and marketing services: marketing check up, support in sales, support in 

communication, special representation at fairs, acting as sales department of the hotel. The 

modular form of these services allows a great flexibility. Members using these services 
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tend to show a higher level of fidelity. Additionally we constituted a network of partners 

able to offer a wide range of services with privileged access for the members, such as 

financial consulting, procurement, controlling of energy, insurance brokerage, design and 

architecture. The privilege lies partly in the price (reduced fees) but principally in the 

premium service received from the partners. We decided recently to add management to 

our offer, under the name of a new company, in order to complete the chain of services 

from the first market analysis of a project to the management. 

 

Conclusion 

The repositioning of SIH is still an ongoing process, but the reaction of the member hotels 

confirms that we have reached the following achievements:  

- finding the right team with a background complementary to ours and a real will to 

develop the company, and introducing working procedures to reduce the dependence 

on key people 

- being considered as a professional sales and marketing service partner and no longer 

as a friendship circle, becoming the first choice when it comes to evaluating an 

affiliation. It also means a change of culture from a non profit, low profile 

organization to a corporation with ambitious goal. 

- relaunching the process of acquisition of new members in Switzerland and abroad. In 

Switzerland, we have direct access to many target hotels, the acquisition abroad is 

achieved through mailings to Swiss hotel managers or through partnerships with small 

independent groups 

- introducing quality standards with exclusion clauses as a mean of profiling the 

portfolio but also of communication 

- introducing a monitoring system to analyze the changes of the market in order to 

increase the innovation rate in our services.  

The repositioning process was based on a pragmatic approach, supported by our 

experience of consultants in the hospitality industry. We applied to SIH the processes 

which were successful in our existing services.  

While we cannot achieve the marketing power of international brands, we differentiate us 

from the others, specially from the similar organizations on the Swiss market by the 

uncompromising application of Swiss quality standards, the international portfolio and the 

ability of offering tailor-made services and other consulting services in addition to 

membership package.  
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Abstract 
 
Near Field Communication (NFC) is a recent technology offering promising perspectives for the 
future of our civilization. Final user oriented applications of this technology are common in Japan, 
but not yet in Europe. This field of endeavour being very broad, we have decided to focus on the 
tourism sector and especially on the integration of this technology into mobile phones.   
 
The project consists of a demonstration platform for NFC chips and for mobile phones used as 
multipurpose cards (guest card, payment card, reservation card…) in the tourism industry.  
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1. Introduction 
 
1.1. A solution to a need 
 
Nowadays, constant innovation and progressive improvement of services are a must to survive and 
to distinguish oneself from the fierce competition. NFC (Near Field Communication) is a recent 
technique that offers a futuristic, but realistic glimpse of what is to come.  
 
For the tourist destinations in our region, the need for a guest card is obvious. At this point in time, 
different solutions are being used: bar-coded paper cards, ‘SkiData’1 cards or co-branded credit 
cards. Together with the tourism umbrella organizations of our canton, our aim was to design an all 
purpose guest card for the Valais (12 million guest nights in 2008, a third of which in hotels). The 
use of mobile phones with an integrated NFC chip (hereafter referred to as NFC mobiles) quickly 
appeared to be the ideal solution. We thus wanted to show that during a holiday, a NFC mobile can 
serve as:  

•  a guest card 
•  an electronic wallet 
•  an access card and 
• a booking reference.   

 
The ecommerce platform development projects that we are currently carrying out with Valais 
Tourism validate the relevance of the prototype and corroborate the use of NFC mobiles as 
presented hereafter.   
 
 
1.2. Near Field Communication (NFC) 
 
Near Field Communication or NFC is a short-range high frequency wireless communication 
technology which enables the exchange of data between devices within a range of about 10 cm.  
The NFC standard was developed in 2003 and is based on the same principles as the RFID 
technology. NFC is standardised in ISO/IEC 18092 and can easily be used with infrastructures 
supporting ISO/IEC 14443, ISO/IEC 15693. 
The key improvement of NFC over its predecessor is the intuitive and bidirectional communication 
between two devices. As a matter of fact, NFC chip can not only read a RFID tag, but also emulate 
it and thus enable another device to receive or send information.     
NFC uses magnetic waves which are emitted when two antennas are located next to each other. 
When the two antennas are brought closer together, an “electrical path” is created that allows the 
data transfer at a frequency of 13.56 MHz and a bandwidth of nearly 2 MHz.   
 
We distinguish between active and passive data transmission. In passive mode, the powered device 
initiates the connection with the passive device and provides enough power for the passive device 
to return or to receive the requested information. 
In active mode, a bidirectional and alternate communication occurs between two powered devices 
which are connected through magnetic waves.  
In the first mode, the device providing the information has to maintain its magnetic activity 
constant, whereas in the second mode, after terminating the transmission, the devices turn into 
standby mode and wait for a reply.  

                                                 
1 www.skidata.ch 

http://en.wikipedia.org/wiki/High_frequency


 
Different options are available to manage security and potential attacks despite the required 
maximum distance of 10 cm. The ideal solution would without a doubt be a secured channel 
between two NFC devices.     
 
 
 
2. State of the art 
 
Although it is impossible to provide an exhaustive overview of all the different aspects of the NFC 
technology, two key areas of application to the tourism industry can be identified: 

• M-payment / M-ticketing / M-couponing 
• facilitated connections, interlinked information and a better user experience 

 
 
2.1. M-payment / M-ticketing / M-couponing 
 
M-payment – payment by mobile phone – aims at integrating all functions offered by credit cards, 
prepaid cards and customer loyalty cards. Mobile phones can be used to pay for meals, goods, train 
tickets, petrol and much more. 
Pegasus [3], [4] is the name of a large-scale project that is being carried out in France to test 
shopping via mobile phones. A large number of businesses (large banks, telecom operators, 
payment card networks) and of consumers are participating in this project.  
Six large national banks (BNP Paribas, Crédit Agricole-LCL, Crédit Mutuel-CIC, Groupe Caisse 
d'Epargne, La Banque Postale, Société Générale), four telecom operators (Bouygues Telecom, NRJ 
Mobile, Orange, SFR) and the payment solution providers Visa Europe and MasterCard work 
together on the development of M-payment. The aim of the project is to define a common 
contactless payment standard using in particular the SIM card of a mobile phone. 
 
The main objective of the Pegasus project is the integration of several tools (phones, credit cards, 
etc.) into a single, easy to use mobile phone. The mobile phone can simply be pressed against a 
terminal to activate the authentication process and to validate the integrated card. If the due amount 
exceeds 20 Euros, a PIN-code has to be entered. If the amount is inferior to 20 Euros, the 
transaction is automatically processed and validated.  
This device saves the businesses time (no change needed) and money (reduced risk of errors). At 
the same time, more customers can be served which will improve the businesses’ efficiency and 
limit the number of open cash registers.  
 
With M-ticketing, customers can buy any type of tickets with their mobiles phones. In Helsinki,  
55 % of all bus, tram and ferry tickets are purchased through M-ticketing. 
 
With M-couponing, the subscribers to this service receive money saving coupons on their mobile 
phones. These coupons can be used during off-peak periods in businesses, in restaurants (i.e. 
McDonald’s in New York) or for public transport. 
 
2.2. Facilitated connections, interlinked information and a better user experience 
 
This area covers the use of this technology to read a simple piece of information. If an object 
carries a RFID-tag, the URL of its maker can be read. This URL is then retrieved by the NFC 
device and used in the mobile phone browser to access the content of this website.   
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This category includes also all connection options between two similar devices. NFC can for 
instance be used to automatically establish a connection between a PC and a video camera. 
Fastidious tasks such as the activation of Bluetooth feature, the search and the selection of the 
peripheral device can be avoided. It must be pointed out though that in this example, NFC is only 
used to connect the two devices, whereas the transfer of images and sound still requires Bluetooth 
because of the higher transmission rate.   
 
2.3. The situation in Switzerland 
 
In Switzerland, NFC is currently not being used on a large scale. At the beginning of 2009, the 
three Swiss phone operators (Orange, Swisscom, Sunrise) confirmed their alliance to launch a 
mobile payment service from 2010: “Our aim is now to find a technical standard and to work 
closely with the financial circles2.  
At the same time, a great number of projects using RFID chips to transmit data to mobile phones 
are currently being developed in our region.  
 
A recent study by the University of Lausanne [2] shows the potential of the NFC technology for M-
payment in Switzerland. This study has examined different businesses within the major pillars of 
the Swiss economy. 
 
With regard to the needs of the destinations and the evaluated technological possibilities, we 
mainly focused on the aspects described in paragraph 2.2 (M-payment, M-ticketing, M-couponing) 
for our study and the construction of our prototype.  
 
 
3. Research method 
 
We have carried out an applied research project whose innovative aspect was the discovery and the 
combination of existing concepts and technologies.  
 
We started our project by studying the different technical possibilities offered by NFC and by 
examining existing implementations of the NFC technology. We then created a prototype based on 
the eCommerce principle, which offers services that fulfil the expectations of the end users and can 
be used in our local tourist destinations. 
 
To design the application, we used the iteration principles behind agile methods.  
 
The prototype was then presented to different tourism organizations to evaluate its ability to satisfy 
the current and future market needs. Our task was facilitated by the fact that Valais Tourism wanted 
to implement an all-purpose guest card to use this precious client data for targeted e-marketing 
campaigns and other loyalty programmes.    
 
 
4. Presentation   
 
In order to show the potential of this technology, we have defined a complete process, from the 
booking to the arrival at the hotel and the stay at the resort. 
 

                                                 
2 Thérèse Wenger, Orange Switzerland spokeswoman 



The key element of this solution is the guest’s preparation of his holiday prior to leaving in order to 
avoid fastidious tasks during his stay. Gone are the times when guests lost ten precious minutes at 
check-in waiting to receive useful information. This solution, based on a futurist vision, can be 
subdivided into four main stages that are represented below:  
 
 

1) Software download with the number 
2) Software installation
3) Integration of the reservation ticket

1) Choice of the package
2) Fill in police registration form
3) Fill in medical form
4) Preparation of the
check-in 
5) Payment by credit card
6) Soft NFC Station

Transmission of booking
data

       Software

Hotel

2

3

1) Integration of NFC Visa into 
SIM 

1

Secured application

Transmission of package

4
data

Service provider  
Figure 1: Business process design 

 
 
The following data can be entered into the system: 

• personal information (incl. passport or ID card number) 
• information related to packages (swimming pool, ski cards, transport, other services...) 

 
Once the preliminary process completed, the client arrives at the hotel. From this moment on, these 
new services are visible for the client and speed up the check-in process.   
 
 
 

 
Figure 2: Check-in process 

NFC mobile phoneHotel 5
1) Ticket emission
2) Update DB
3) Transmission certificate

NFC reader

 
 
Upon his arrival at the hotel, the client holds his mobile phone in front of the NFC reader, which 
connects to the hotel application. The following operations are carried out:  
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• retrieval of the client’s booking 
• activation in data base 
• transmission of hotel access information to the client. 

The information stored on the mobile phone allows the client to enter the hotel, to open his room 
and to use hotel facilities such as gym, sauna etc.   
 
The following figure shows the interactions between the client and the services available at the 
destination:  
 

 
Figure 3: Various services 

 
The client can use all services available at the destination without using any money, which is not 
only convenient, but also saves time. With the exception of the vending machine, which requires a 
mobile credit card payment, all other services can be paid for with m-tickets which the clients 
receives upon his arrival at the hotel and which are stored in his mobile phone. 
The same kind of scenario is applicable for check-out: 

 
Figure 4: Example for services available upon check-out 

 

Mobile NFC
Hôtel

NFC reader

Payment for use of minibar
 and miscellaneous services

Mobile NFCNFC reader

NFC reader

NFC reader

NFC reader

Vending machine = direct payment by
mobile credit card

For all other services, m-tickets are

 available from the hotel are used
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ifferent other processes have been analysed (booking, arrival at the hotel, use of others services 

 

. Problems and current unknowns 
 

 
D
such as spa, bus, access to various locations etc.). For example, the booking process is illustrated in 
the figure below.  
 

 
 

Figure 5: Detailed booking process  
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Step 1 - Booking

PC Booking Service Visa/MasterCard…Mobile phone

Connection to the
booking site

Connection and
data processing

 

Provide standard
reservation
information

Want  to 
use NFC

station

Secured
payment

No

Data validation
Data transfer 
for check-in 

 

Data OK

Payment validated

Payment receipt 
and download

code

Yes

D feata trans r 
to the guest

InterruptionInterruption No

Add i ation
NFC Station

nform

Yes

Preparation of
application and

download
number

Software 
download with

the number 
received

Installation OK

No

Ticket ion  emiss

Yes 

Transm n oissio f 
the pa  data
to  the  service

ckage

providers

Reception and
saving of the

g s enerated ticket
while waiting 
for download
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The main barriers that we have encountered are of ethical, technological, psychological and 
usiness-related nature.  

iew, the protection of privacy is again an issue. 

FC-based solutions that 
teract with wireless and credit card connection standards. In addition, the reliance of the material 

blems, to the fear of the unknown and of 
aving to acquire an additional device. The fact that the data collected from the tourists can be 

inally, the implication of service providers, telecom operators and tourism service providers does 
ot make the adoption of such a technology any easier. The user friendliness aspect however should 

 
roviders, tourism service providers etc.) are now starting to envisage such technologies. Even 

summarizes the main elements of a SWOT analysis of the use of NFC in the 
eld of tourism:  

Strengths Weaknesses 

b
 
From an ethical point of v
 
The technical problems are related to the insufficiency of the current N
in
to create a neutral platform is far from being achieved.  
 
The main psychological barrier is linked to ethical pro
h
centralised is a major concern for certain destinations in the Valais.   
 
 
F
n
not be neglected as it could be an important factor in favour of the adoption of such a technology.  
 
The key actors (phone operators and manufacturers, credit card companies, Internet access
p
though the end users largely benefit from this type of solution and the potential of such a project is 
in our eyes large, we believe that we are still very far from a convergence of services in a single 
mobile peripheral.   
 
The following table 
fi
 

• Easy to use (better user experience) 
• A large part of the population uses mobile 

erce is rapidly developing  

• Material difficulties (few mobiles are 
currently equipped with NFC) 

rests)  
phones 

• Key actors unite to suggest use cases 
• M-comm

• Complex implementation (requires many 
different actors with varied inte

Opportunities Threats 
• Convergence of different services in a 

single mobi

ented, m

• Security (hackers) 
• Difficult introdle peripheral  

• Creation of new consortiums 
• Solutions are already implem ainly 

in Japan   

uction 

 
 
 
 
 
 
 
6. Conclusion 

nd challenges of mobile commerce are numerous [5]. Mobile operators, credit 
a d companies and Internet providers have realised the importance of NFC technologies. Our 

 
The opportunities a

rc
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experience with the local tourism industry has shown a definite, but reluctant interest. We have not 
tested our prototype in the “real world”. However, in our opinion, such a concept can only be 
introduced if the majority of the stakeholders work together to introduce a simple system for the 
end user, even if its introduction is extremely complicated as far as the collaboration between the 
stakeholders and the integration and communication between the different IT systems is concerned.  
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Abstract 
This paper presents the findings of a research study among 120 students of The Hotelschool 
The Hague about their expectations for their future. The results show that most students 
expect to get married and to have children. Female students expect to work in lower positions 
than their male schoolmates and expect to work fewer hours. Still, they expect to be working 
at a high management level.  
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Hotel School Students’ Expectations for their Future  
 
Introduction 
In the Netherlands, 27% of the working females are currently holding a management position 
(SCP, 2008), while the European average of female managers is 33% (Eurostat, 2009). This 
difference can partly be explained by the high number of Dutch women working part time; 
75% of the working women in the Netherlands work fewer than 35 hours per week, almost 
twice the average in the EU (Eurostat, 2008; SCP, 2008). Working part time reduces the 
opportunity to gain a management position (Román, 2006) and in countries where a large 
proportion of women work part time, more men than women occupy the highest pay bracket, 
even in sectors with a large female workforce (ITUC, 2008). According to six out of ten 
employers, working full time is necessary in a management position (Van der Lippe, 2004). 

In the hospitality industry, the advancement of women’s careers is a subject of 
growing interest. The industry has been growing rapidly this century, and faces the challenge 
of acquiring and retaining highly educated personnel (Knutson & Schmidgall, 1999; Walsh & 
Taylor, 2007). Still, in the hospitality industry only 28 % of the management positions are 
occupied by women (Zandvliet, 2002).  

Factors that impact women’s career advancement in the hospitality industry are gender 
role and social expectations, women’s primary care giving and home-making responsibilities, 
women’s unique career path and the hidden curriculum women must follow to succeed in 
male dominated positions (Bierema & Opengart, 2002 in: Yan & Couch, 2007). In other 
words, factors hindering women in their career success seem to be work as well as family 
related. Management positions in the hospitality industry require long and irregular working 
hours (Cleveland et al., 2007). The expectation of having to work long, irregular and 
unpredictable hours in the hospitality industry is found to be an important barrier to seeking 
promotions for many women (Mallon & Cassell, 1999). The same requirements may be a 
reason for women working in this industry, to make the choice for part time employment.  

This paper aims to investigate the expectations of young women who are currently 
being prepared for a management career in the hospitality industry. What are their career 
goals and desires? (How) do they expect to combine family and career? Do these expectations 
differ from those of young men? 
 
Methods 
Data for this study were collected in 2008, from 120 students of the Hotelschool The Hague, 
which offers a four-year programme resulting in a Bachelor of Business Administration in 
Hotel Management (BBA.HM).1 Sixty females and sixty males filled in the questionnaire on 
career goals and future family plans. The data were fed into SPSS and statistical tests were 
performed.  
 
Findings 
Most of the students were between 18 and 24 years old (89%). Most students were Dutch 
(69,2%), followed by German (11,7%), American and Danish (both 4,2%), Norwegian 
(3,3%), British (1,6%) and remaining nationalities.  

 

1 The authors wish to thank the following students of Hotelschool The Hague, who helped conducting this 
research study: Rutger Bierman, Lukas Keller, Daniela Sembol, Lysberth Wassenaar, Stephanie Mattil and Lisa 
Schindler. 



 

 

                                                           

Female students expect to work in lower positions than their male schoolmates (Figure 
1; p=.007). Besides that, they expect to work fewer hours per week than the males (Figure 2; 
p=.007). Still, most female students expect to be working at a high management level, which 
would be in agreement with their educational level (Figure 1; 85%). 

With regard to the expectations for their family life, the results show that 90% of the 
students expect to get married in the future, and the same percentage expects to have children. 
The results show no differences between female and male students.  

As can be seen in Figure 3, the expectations for the length of maternity or paternity 
leave among students who expect to have children vary from less than a month (males: 45%) 
to longer than 6 months (females: 24%)2. There is a very strong relationship between gender 
and the expectation for the length of this leave (p=,00; Cramers’ V=.607). 42% of the female 
students expect to spend five to six months on maternity leave and 24% expect to leave their 
job longer than six months, while 45% of the male students expect to spend less than a month 
on paternity leave.  

Finally, our results show a very strong relationship between gender and the 
expectation to be working part time after the birth of the first child (p=.000; Cramers’ 
V=.598); 67% of the female students and 11% of the male students expect to work part time 
after children are born (Figure 4). 
 The results showed no differences between the Dutch and the international students.  
  
Discussion 
Female students of Hotelschool The Hague expect to be working at lower management levels 
than their male schoolmates, and to work fewer hours. However, a substantial part of the 
female students (62%) still expects to work at the highest management level against 82% of 
the men, and 54% expect to work more than forty hours per week, against 74% of the males. 
In other words, the differences between male and female students in expectations on 
management level and working hours do not fully explain the low percentage of female 
managers in the hospitality industry.  

A point of interest is, whether the expectations of females to work at a lower level than 
males are culture related. Future research will have to dig deeper into the reasons for the 
lower career expectations of the females. 

Female students reported the expectation to have a relatively long maternity leave, 
while male students expect to leave their job only for a short period. The latter results are in 
line with the findings of Peake and Harris (2002). Their results show that men often reject 
extended work interruptions. 

Besides that, we found a relatively high percentage (67%) of female students who are 
expecting to be working part time while they are raising children. It is interesting that the 
expectation is already present before their career even has started. We would like to know 
more about the reasons behind this choice; is it what they really prefer, or do they anticipate 
on a future situation in which they expect it to be difficult to keep working fulltime once they 
have children? 

The outcomes from our study show some significant differences with those of 
Cleveland et al. (2007). Their results suggest that, although hospitality management students 
understand hotel management work demands well, they do not carefully consider how they 
would balance family needs with the job requirements of a hotel manager. Our results suggest 
that by, on forehand, choosing for a part time job when raising children, (female) students do 

 

2 In The Netherlands, the official maternity leave is sixteen weeks, paternity leave is two days. 



 

 

in fact think about career-family balance. Also their lower career expectations, compared to 
those of the male students, might point in this direction. At a young age, even before they 
have entered the labor market, female students may already expect that once having children 
it will be hard to work fulltime in this industry. Mallon and Cassell (1999) found that for 
many women in the hospitality industry, the expectation of long hours is a barrier to seeking 
promotions. The same requirements may explain the high percentage of female hotel school 
students’ expectation to be working part time when they have children. There may be career 
opportunities in the hospitality industry, but they will involve long hours and loss of quality 
time with families. Women may see these costs as not worth the benefits of a hospitality 
career (Brownell, 1998). 

However, the results suggest that the female students do not seem to realize that the 
high management positions they still aspire and working part time might be very hard to 
combine, especially in the industry they want to work in.  

We would like to address all the issues above into more detail in future research. It 
would be very interesting to elaborate more on the reasons behind the answers from the 
female as well as the male hotel school students. Do their answers reflect the ideal situation 
for them, or are they being practical, and do they already anticipate on a future in an industry, 
or family situation, where they think other choices will be hard to make?  

Some limitations of this study have to be mentioned. The future expectations of 
hospitality education students may be different from those of students of other educational 
programmes. Further research could show if women’s choice to work part time when raising 
children and traditional future expectations are typical characteristics for students in 
hospitality education programmes.  

Furthermore, the respondents in our study all follow the educational programme of the 
Hotelschool The Hague. The results might not be generalizable to other students following 
hospitality education programmes. Future research will have to be extended to more 
hospitality education programmes. 

Furthermore, research among (female) students following hospitality education 
programmes in other countries needs to be conducted in order to find out if the expectations 
are typical for the countries we researched (mostly Dutch and German).  

The results of our study are expectations for the future. Longitudinal studies can point 
out what career and family decisions these students will make along the way and what they 
will come across. 

 
Conclusion 
Many of our female students expect to work on a high management level and work part time 
as well, in the future. According to Román (2004) those two things are hard to combine. High 
management positions mostly require long hours and availability outside working hours, 
especially in the hospitality industry, which is often associated with work-family conflict 
(Knutson & Smidgall, 1999).  

Hospitality education programmes should be open and realistic about the future of 
their students and offer students a programme or training which prepares them for the 
problems they might encounter combining their future career with founding a family. Subjects 
in such a programme can be: sharing tasks in childcare and household, fewer working hours 
for both partners and negotiating with employers about working hours and flexibility. 

If employers in the hospitality industry want to acquire and retain more women in high 
management positions (Walsh & Taylor, 2007), they will have to find ways to organize work 
in a more family-friendly way; more flexibility in working-hours and possibilities to work 



fewer hours during certain periods for women and men, without this automatically having 
consequences for their career development.  
Appendices 

 
Figure 1. Males’ and females’ expectations for future management position (in 
percentages). 

 

 

 
 

 
Figure 2. Males’ and females' expectations for future working hours per week (in 
percentages). 

 

 

 

 

 



 
 

 
Figure 3. Males’ and females' expectations for future paternity/maternity leave (in 
percentages).

 

 

 
 

 
Figure 4. Males’ and females' expectations for future working full time or part time 
once having children (in percentages).
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