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1. Introduction

Taiwan’s motel industry was established in the early 1980s. In the beginning,
people tended to associate motels with negative sexual images (Chang 2009).
However, in recent years, boutique motels have started to emerge as a unique business
model in Taiwan’s motel sector. Boutique motels differentiate themselves from
traditional motels by providing a new leisure concept whereby motels are not only
regarded as places to stay, but also as places for an exotic experience. Each boutique
motel is designed and furnished in a luxurious, themed, and stylish way, and its rooms
are uniquely designed and decorated to cater for a variety of customer tastes. For
example, some boutique motels incorporate South Pacific island culture and villa style
in their design, and provide a spa or even a swimming pool in the room. Boutique
motels therefore tout themselves as seven-star motels. Boutiqgue motels have been
successful in drawing the attention of many people due to the human desires for
variety, novelty, and stimulating experiences. As a result, many tourists even choose
boutique motels in preference to hotels as places to stay (Taiwan Tourism Bureau
2009). As the demand for boutique motel accommodation in Taiwan has continued to
grow, the number of boutique motels has also grown rapidly. Although exterior and
interior designs were initially considered to be the key factors in attracting customers,
the experience of successful boutique motels suggests that satisfaction with overal
service quality (SQ) determines success or failure among boutique motels.

One possible explanation for this accent on service is that customer satisfaction
with aspects of service quality other than motel design influences customers’ buying
decisions. Customers who experience poor service in a boutique motel stop visiting it
and immediately disseminate the negative information to many potential customers.
This indicates that boutigue motels should adopt a strategy of differentiating
themselves from their competitors by means of service quality. However, the extant
SQ literature is dominated by studies of service quality in hotels as opposed to other
forms of accommodation (e.g., Akbaba 2006; Hsieh, Lin et a. 2008). To apply the
results to the boutigue motel context, there is a need to modify the traditional
conception of hotel SQ. Because the literature on boutiqgue mote SQ (b-SQ) is
relatively scant, the first objective of the study was to develop this area of inquiry by
employing the Delphi method and scal e development procedure proposed by Churchil
(1979). The Delphi method is a systematic and interactive method in which a panel of
experts is used to generate adequate and representative constructs and items. After
obtaining the initial pool of constructs and items for b-SQ, the scale development
procedure suggested by Churchill was followed to refine the relationship between the
constructs and items proposed.

In 1989, the Swedish customer satisfaction barometer (SCSB) was introduced as
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atool for companies to assess their efforts in achieving customer satisfaction (Fornell
1992). The successful experience of the SCSB has inspired the creation of the
American customer satisfaction index (ACSI). The ACSI model was built on the basis
of two well-established theories — the quality, satisfaction, and performance (QSP)
paradigm and Hirschman’s (1970) exit-voice theory. The ACSI model measures the
cause-and-effect relationship that runs from the antecedents of customer satisfaction
level (customer expectation, perceived service quality, and perceived value) to its
consequences (customer complaints and customer loyalty) (see Figure 1). Other
similar indices include the European customer satisfaction index (ECSI). Researchers
have also conducted customer satisfaction index (CSI) studies in many other countries
(e.g., Denmark and Austria), arguing that CSls can serve as a predictor of company
profitability and market value (Anderson, Fornell et al. 1994; Anderson, Fornell et al.
1997; Eklof, Hackl et al. 1999). Although traditional CSI models provide an index for
measuring customer satisfaction, they lack the ability to diagnose areas for
improvement. To address this issue, this study developed a decomposed customer
satisfaction model for boutique motels (the b-CSlI) that breaks down b-SQ into five
sub-constructs. Decomposed models provide better explanatory power than pure
models and can be used as atool for understanding the factors that lead to better b-SQ
(Taylor and Todd 1995).

Customer
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Figure 1. The ACSI model

This study makes important theoretical and practical contributions to the extant
literature. On the theoretical side, we propose and empirically test a b-CSI model that
is a modified version of the ACSI model. On the practical side, this model can serve
as a diagnostic tool for identifying the reasons behind customer satisfaction or
dissatisfaction; gauging whether a company’s complaints handling procedure is



effective; suggesting how customer satisfaction can be improved; measuring how
effective efforts made to improve customer satisfaction have been; and revealing
where a company stands on customer satisfaction relative to its competitors. The
partial least squares (PLS) method was used to test the b-CSI model and to derive the
CSl score. The b-CSI model was tested in the context of a two-year study of fifteen
boutique motels in Taiwan, a sample considered adequate to represent the industry as
a whole. The analysis was based on empirical data obtained via a self-administered
guestionnaire.

The organization of this study is as follows. In Section 2, we propose a b-CSl
model for the boutique motel. In Section 3, the way in which the sample was derived
and the definitions of constructs are given. In Section 4, to demonstrate the model’s
applicability, we analyze its results. Finaly, we conclude with a discussion and
provide directions for future research.

2. b-CSI moded

Figure 2 shows the b-CSI model. It focuses on three key antecedents of customer
satisfaction level (corporate image, b-SQ, and perceived value) and two consequences
of customer satisfaction level (customer complaints and customer loyalty). The b-CSI
model is adapted from the ACSI model, where customer expectation is replaced by
corporate image and service quality is replaced by decomposed b-SQ, and one
additional relationship is introduced (from corporate image to customer loyalty). In
the conventional CSI model, researchers have found that the construct of customer
expectation does not have a significant impact on the customer satisfaction level
(Martensen, Gronholdt et a. 2000; Johnson, Gustafsson et a. 2001). Researchers,
therefore, suggested that the construct of customer expectation be removed from the
CSI model. We suggest substituting the construct of corporate image for that of
customer expectation in the boutique motel setting.

Corporate Customer

image

Customer
Complaint



Figure 2. The b-CSI model

3. Methods
3.1. Research design and sample

In the context of fierce competition, it is difficult for boutique motels to rely on
exterior and interior decoration alone to sustain competitive advantage because
competitors can easily duplicate innovative ideas. In addition, customers are
becoming sophisticated enough to know where better services that meet their
expectations are available. Thus, maintaining a high level of customer satisfaction is
one of the few ways in which boutique motels can achieve a sustainable competitive
advantage. Boutique motels are therefore doing their best to listen to customers’ needs
and wants and to trandate this knowledge into attractive products and services. To
understand customers’ needs and wants, we conducted an empirical test on the
boutique motel industry in Taiwan using the decomposed b-CSI model. The process
followed in developing this model is depicted in Figure 3.

Phase 1: Using Delphi method to Phase 2: Developing a parsimonious scale through Phase 3: Analyzing b-CSI model (time
generate preliminary scale items for an iterative process (time period: 2008/10 to period: 2009/4 to 2009/9 with 422
b-SQ (time period: 2008/7 to 2009/3 with 1243 questionnaires returned) questionnaires returned)

2008/9) v ¥
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b-SQ are generated

!

Conducting CFA and validity
tests on b-SQ

Figure 3. The process for devel oping a decomposed b-CSI model




4. Decomposed b-CSI model results

The research model was tested using PLS, a structural equation modeling
technique that is well suited to highly complex predictive models (Wold 1985). PLS
has several strengths that made it appropriate for the b-CSl model, including its ability
to handle the nonnormality of the data, and the limited sample size (Hsu, Chen et al.
2006). As a by-product of the PLS design, the estimated weights can be used to
construct index scores. These scores represent a uniform and comparable system of
measurement that allows for systematic benchmarking over time and across firms.
The computer program used for this analysis was the PLS Graph version 3.0 (Chin,
2001).

Before we proceeded, we tested the adequacy of our measurement model by
looking at: (1) individua item reliabilities, (2) the convergent validity of the measures
associated with individual constructs, and (3) discriminate validity. First, in PLS, item
reliabilities are assessed by examining loadings (see Table 5). All loadings of the
indicators exceeded the recommended threshold of 0.7 (Carmines and Zeller 1979).

Second, to assess the convergent validity of constructs, researchers using PLS
report the internal consistency measure that was developed by Fornell and Lacker
(1981), and which is similar to Cronbach’s alpha. However, Fornell and Lacker argue
that thelr measure is more appropriate than Cronbach’s alpha, because it uses the item
loadings obtained with the causal model. Table 5 lists the interna consistency of each
reflective construct. All internal consistency reliability measures were above the
recommended level of 0.70 (Nunnally 1978). Convergent validity is also verified by
examining AVE of each construct. All constructs have AVE larger than the
recommended level of 0.50 (Fornell and Lacker 1981). The result shows that the
measurement model has adequate internal consistency.



Table 5. Measurement model result

Construct Loading
Overall Service Quality Internal consistency =0.95 AVE =0.88

Overdl, the boutique motel provides good accommodation 0.94
The services provided by the boutique motel meets my needs 0.95
the services provided by the boutique motel arereliable 0.92
Corporate Il mage Internal consistency =0.96 AVE =0.93

The overall image of the boutique motel is good 0.96
| believe the boutique motel is trustworthy. 0.96
Perceived value Internal consistency =0.95 AVE=0.91

Rating of quality given price 0.96
Rating of price given quality 0.95
Customer Satisfaction Internal consistency =0.96 AVE =0.88

The overall customer satisfaction rating for the boutique motel is good 0.92
The performance of the boutique motel has reached my expectations 0.95

The performance of the boutique motel is close to that of my ideal boutique motel ~ 0.94

Customer Loyalty Internal consistency =0.96 AVE=0.91

| will visit the boutique motel in the future 0.95
I will recommend my friends to visit the boutique motel 0.96
Customer Complaint Internal consistency =1 AVE=1

Over the past three months, have you ever formally or informally complained 1.00

about the boutique motel ?

To assess discriminant validity, Fornell and Lacker (1981) suggest the use of
AVE, which should be greater than the variances shared between the constructs. The
comparison can be made in a correlation matrix (see Table 6), including the
correlations between different constructs in the off-diagonal elements of the matrix,
and the square roots of the AVE for each of the constructs along the diagonal. For
adequate discriminant validity, the diagonal elements should be greater than the
off-diagona elements in the corresponding rows and columns. After examining the

results, al constructs have adequate discriminant validity, supporting the robustness

of the scale’s factor structure.

Table 6. Discriminant validity

L atent variables 1 2 3 4 5 6

1. Overal SQ 0.94

2. Corporate Image 0.88 0.96

3. Perceived value 0.84 0.85 0.95

4, Satisfaction 0.86 0.83 0.88 0.94

5. Loyalty 0.75 0.70 0.74 0.82 0.95

6. Complaint -0.04 -0.03 -0.04 -0.07 -0.05 1.00

4.1. Structural equation model

Having established confidence in our measurement model, we examined the
main effects. The test of the structural equation model includes an estimation of the
path coefficients and R? values. The path coefficients indicate the strengths of the

6



relationships between the dependent and independent variables, and R? values
represent the amount of variance explained by the independent variables. The overall
model explained 83% of the variance in customer satisfaction. In addition, the model
explained 71% of the variance in customer loyalty. Considering the fact that a number
of factors might affect these construct, the amount of variance explained by this
model is good enough, which adds support to the theoretical soundness. To further test
the path significance, we employed jackknife methods. All of the path estimates are
statistically significant, except for that running from corporate image to customer
satisfaction and customer satisfaction to customer complaint (see Figure 4).

Corporate
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0,425
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\
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Figure 4. Modé results (* p<0.05;** p<0.01;***p<0.001)

To redlize the efficacy of a firm’s complaint handling capability, we examined
the path relationship between customer complaint and customer loyalty. The path
coefficient from customer complaint to customer loyalty is not statistically significant
(=0.01, p n.s). This implies that boutique motels were not effectively handling
customer complaints, which meant that complaining customers did not turn into loyal
ones.

Customer satisfaction had a positive effect on customer loyalty (5=0.73,
p<0.001). Therefore, hypothesis 8 was supported. However, customer satisfaction had
no statistically effect on customer complaint (5=-0.07, p n.s.); hence, hypothesis 9
was not supported.



Corporate image was found to be positively associated with customer loyalty
($=0.14, p <0.05) and perceived vaue (=0.49, p<0.001). Thus, hypothesis 4 and 6
were supported. However, corporate image had a no statistically effect on customer
satisfaction (5=0.11, p n.s.). Thus, hypothesis 5 was not supported. Perceived vaue
had a positive effect on customer satisfaction ($=0.50, p<0.001). Hypothesis 7 was
supported. b-SQ showed a positive effect on corporate image (5=0.90, p<0.001),
perceived value (5=0.42, p<0.001), and customer satisfaction ($=0.34, p<0.001).
Hypothesis 1, 2 and 3 were therefore confirmed.

The CSI score! of 80.5 for the boutique motel industry (transformed to a O- to
100-point scale to facilitate comparisons) is higher than the CSI score of 75 for the
hotel industry in the United States in 2009°. This suggests that boutique motels are
performing quite well in terms of customer satisfaction.

To examine the effects of antecedent constructs on overal CSI, we look at the
total effect of each construct (e.g., the total effect of corporate image on overal CSI =
[corporate image on overall CSl] + [corporate image on perceived value] x [perceived
value on overall CSl]). The tota effects of b-SQ, corporate image, and perceived
value on overall CSI are 0.82, 0.36, and 0.50, respectively. Accordingly, b-SQ has the
greatest impact on overall CSI. To further understand which quality attribute can lead
to better b-SQ, we build a strategic management map by breaking down the b-SQ.
Based on the results presented in the strategic management map, managers can
prioritize areas for improvement.

5. Conclusion and futureresearch directions

Boutique motels have emerged as a unique business model in Taiwan. Boutique
motels differentiate themselves from traditional motels by providing a new leisure
concept whereby boutique motels are not only seen as places to stay, but aso as
places for an exotic experience. As a result, boutique motels have been successful in
attracting the attention of many people, and many tourists even choose to stay at
boutique motels rather than in hotels. Although exterior and interior design were
initially considered the key factors for attracting customers, the experience of

The formula of the CSI scoreis,
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where w; are the weights.
*The ACSI score for the hotel industry can be obtained at:
http://www.theacsi.org/index.php?option=com_content& task=view& id=147& ltemid=155& i=Hotels



http://www.theacsi.org/index.php?option=com_content&task=view&id=147&Itemid=155&i=Hotels

successful boutique motels suggests that satisfaction with overall service quality
determines success or failure among boutique motels.

To help researchers and managers understand how to achieve a higher level of
customer satisfaction, this study developed a decomposed CSI model for the boutique
motel industry. In so doing, it makes a number of contributions to the prior literature.
From the theoretical perspective, one of the contributions made was to propose and
empirically test a decomposed b-CSI model. The process followed in developing the
decomposed CSI model comprised three phases. To define the b-SQ construct, we
first utilized the Delphi method approach in which an expert panel was formed and
convened to bring together knowledge and opinions and eventually achieve a
consensus on the definition of b-SQ. The next step was to undertake exploratory and
confirmatory factor analyses to determine the factor structure of the b-SQ construct.
Five distinct dimensions emerged: attractive style, room, bathroom, employees, and
reliability. A decomposed b-CSI model was developed by revising the original CSI
model and incorporating the decomposed b-SQ construct. The decomposed CSI
model can have better explanatory power than the pure model and is atool that can be
used to develop our understanding of the factors that lead to better b-SQ.
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