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ABSTRACT 

 
 
Competition in the tourism industry, particularly in the hotel industry, is becoming 

increasingly intense. To survive in such a highly competitive market, hotels have to 

sustain better-than-average performance over time. Consequently, hotels need to 

monitor and manage performance including financial performance and also 

performance related to their customers, internal business processes, learning and 

growth, and social and environmental operations. 

 

To improve and maintain performance, a hotel needs to place considerable importance 

on pursuing competitive strategy, building up alliances with other organisations (e.g., 

other hotels, travel agents, and suppliers of inputs and services) and making the best use 

of appropriate information including management accounting system (MAS) 

information. However, the empirical research on the ways and means of improving 

sustainable hotel performance, specifically in developing countries like Indonesia, is 

scant. As a result, hotel managers in countries like Indonesia may have limited 

knowledge of how they can help their hotel achieve sustainable performance. This study 

aims to help fill the knowledge gap of Indonesian hotel managers by providing 

empirical evidence on how competitive strategy, strategic alliance, and managerial use 

of MAS information could play a role in improving hotel sustainable performance 

(HSP). The Sustainable Balanced Scorecard (SBSC) approach was used to measure 

HSP based on financial, customer, internal business process, learning and growth, and 

social and environmental perspectives.  

 

A mixed methods research approach was used to test the relationships among the above 

mentioned variables. Online survey and in-depth interviews were used to collect data. 

In-depth interviews were used particularly to make the results informative. The survey 

questionnaire included well-established instruments for data collection. In total, 116 

General Managers (GMs) from 3- to 5-star hotels in Indonesia fully completed the 

survey questionnaire. A semi-structured in-depth interview was conducted with 19 of 

these GMs, randomly selected. While the quantitative data were analysed using path 

analysis and Partial Least Square (PLS), qualitative data collected during the interviews 

were analysed using summary table.  



 

 

xvii

 

Six key relationships were examined: (1) between competitive strategy and strategic 

alliance, (2) between competitive strategy and managerial use of MAS information, (3) 

between strategic alliance and managerial use of MAS information, (4) between 

competitive strategy and HSP, (5) between strategic alliance and HSP, and (6) between 

managerial use of MAS information and HSP. The results revealed (1) that a positive 

and direct relationship existed between competitive strategy and strategic alliance for 3- 

star hotels, but not for 4- and 5- star hotels; (2 & 3) that competitive strategy and 

strategic alliance each had a significant influence on the managerial use of MAS 

information; (4) that competitive strategy, particularly in the form of differentiation, had 

a significant influence on HSP – but not on learning and growth-related performance at 

3- star hotels; and (5) that engagement in strategic alliance did not directly improve 

financial and customer-related performance, but that there was a positive and direct 

relationship between hotels’ engagement in strategic alliance and their (a) internal 

business process-related performance, (b) learning and growth-related performance, and 

(c) social and environment-related performance. However, engagement in strategic 

alliance did not have a significant influence on social and environment-related 

performance at 3- star hotels. For relationship (6), the results reveal that managerial use 

of MAS information may enhance HSP. However, results from 3- star hotels indicate 

that managerial use of MAS information did not have a direct impact on financial 

performance.  

 

The results of the study help enrich current knowledge of the benefits of competitive 

strategy, engagement in strategic alliance and managerial use of MAS information for 

Indonesian hotels. The study suggests that effectiveness of 3-star hotels’ competitive 

strategy may be enhanced by engaging in strategic alliance. The findings of the current 

study indicate that the application of competitive strategy as well as engagement in 

strategic alliance will improve the managerial use of MAS information. The results of 

the study also indicate that competitive strategy and/or engagement in strategic alliance 

may not always have a positive and direct relationship with different attributes of HSP; 

factor(s) mediating the relationship are needed. The results reveal that managerial use of 

MAS information is one of the factors that act as a mediator in the above relationships. 

This is because MAS information provides proper feedback to hotel managers to assist 

them in making decisions in relation to competitive strategy, which in turn may improve 
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HSP. Further, managerial use of MAS information may facilitate information sharing 

among strategic alliance partners, leading to a better cooperation which in the end may 

improve HSP. Finally, the findings of the study suggest that engagement in strategic 

alliance does not mediate the relationship between competitive strategy and HSP in 4- 

and 5-star hotels. On the other hand, engagement in strategic alliance mediates the 

relationship between competitive strategy and (a) internal business process-related 

performance and (b) learning and growth-related performance in 3-star hotels.



Chapter 1 

Introduction 

1.0  Background  

Indonesia is becoming an economic “golden child” resulting from its sound economic 

performance (Belford, 2010). Moreover, this country is reputed to have the largest 

economy in Southeast Asia and the best-performing economy after China and India 

(Kusuma & Rahadiana, 2012; Mellor, 2010). As a result, not only domestic investors 

but also foreign investors are attracted to establishing their business in this country. 

Data from the Badan Koordinasi Penanaman Modal (Indonesia Investment 

Coordinating Board) showed that realised investment in Indonesia reached Rp 83.3 

trillion, or US$8.67 billion, in the fourth quarter of 2012. This increased by 18.7% 

compared to the year 2011 for the same period (Badan Koordinasi Penanaman Modal, 

2013). Foreign investors dominate Indonesia’s investment, with foreign direct 

investment (FDI) reaching Rp 56.8 trillion. It grew 22.9% compared to a year earlier 

for the same period (Badan Koordinasi Penanaman Modal, 2013), creating more 

competition amongst business entities in this newly emerging market. 

 

The strong economic growth of Indonesia, supported by a rising middle class and low 

interest rates, attracts investors to establish hotels in this country (Kompas, 2012). 

Consequently, there is such high competition in the hotel industry that no major players 

in the market have dominance over their competitors. For instance, it is reported that 

the hotel market in Indonesia is highly fragmented, and that the top 12 hotel companies 

in the country account for only 53.4% of total market share (Euromonitor, 2011). 

Companies operating in a fragmented environment have to find a way to grow their 

business and solve the diseconomies-of-scale problem associated with small market 

share (Porter, 1980). Therefore, hotels operating in Indonesia need to have some 

special value of their own in order to differentiate themselves from competitors. This 

becomes one reason that Indonesia’s hotel managers need to understand their 

competitive strategy, which is a combination of policies, rules and methods employed 

by a company to establish a profitable and sustainable position against the competitors 

in the industry (Porter, 1980; Zhao & He, 2008). By applying a more competitive 
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strategy, hotels in Indonesia may have a better chance to be sustainable in the market as 

the strategy may help a hotel to differentiate its products and services from those of its 

competitors.  

 

The increased demand for hotel services comes from both domestic and foreign 

customers. In response, hotel managers need highly skilled employees in order to 

provide international standard customer service. Hotel managers also need to use other 

resources, such as technology that allows a flexible reservation procedure for their 

customers. However, a hotel sometimes cannot keep up with all of the market demand 

if it does not have enough resources. This motivates hotel managers to engage in 

strategic alliance, which means a cooperative and mutual agreement between two (or 

more) parties for the purpose of securing a competitive advantage and long-term 

profitable value for all the cooperating parties (Hubbard, Rice, & Beamish, 2008; 

Winata, 2005). Engagement in strategic alliance enables companies to integrate their 

resources and gain greater value from the integration (Das & Teng, 2000).  By 

engaging in strategic alliance, for instance, hotels may gain knowledge from their 

international partners and learn from their experience to employ international standard 

customer service and sophisticated reservation systems. Therefore, strategic alliance is 

useful to support sustainable performance of hotels within the industry. 

 

Since the early adoption of accounting for management control, management 

accounting has been developed separately to focus on producing information for 

management planning, control and decision-making (Horngren, Datar, & Foster, 2005). 

This information should be able to accurately describe company performance, 

providing not only internal, financial, and historical information but also external 

environmental, non-financial and future-oriented information (Chenhall & Morris, 

1986; Mia, 1993; Mia & Patiar, 2001; Mia & Winata, 2008; Patiar & Mia, 2008). This 

information, called broad scope management accounting system (MAS) information, is 

very useful for managers to determine performance targets and performance evaluation 

standards, and to obtain feedback on their achievements (Mia, 1993). By having all this 

information at hand, hotel managers have a better chance of improving their company’s 

performance (Mia & Patiar, 2001; Patiar & Mia, 2008). 

 

As previously mentioned, competition in the Indonesian hotel industry is becoming 

intense. This is caused by the major influence of the tourism industry, which has 

become the fifth largest foreign exchange earner of the country (Asia-Pacific Economic 
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Cooperation, 2012; Biro Pusat Statistik Indonesia, 2012). Tourist numbers have 

increased, not only for domestic but also for foreign tourists (Biro Pusat Statistik 

Indonesia, 2012). This condition encourages hotels in Indonesia to fiercely compete for 

share of the market. Hence, the Indonesian hotels need to maintain their performance to 

survive in the long-term − a concept defined as hotel sustainable performance (Perrini 

& Tencati, 2006). The industry ultimately depends on the financial performance 

resulting from sustainable demand and cost saving (Bader, 2005; Sloan, Legrand, & 

Chen, 2009). However, focusing merely on financial performance is not sufficient. 

 

Using financial performance as a single measure of achievement provides managers 

with only a narrow perspective of a company’s activities (Gray & Bebbington, 2000) 

and it is a short-term focus (Hayes & Abernathy, 1980). Using such focus, managers 

cannot identify other significant influences of non-financial factors such as market 

share, customer satisfaction, efficiency and productivity, product quality, and employee 

satisfaction (Hoque, 2004). By incorporating non-financial factors into financial 

performance measurements, managers can “recognize changes in the business 

environment, determine and assess progress towards business objectives, and affirm 

achievement of performance goals” (Hoque, 2004, p. 486).  

 

In assessing an organisation’s performance based on financial and non-financial 

perspectives, one of the most useful conceptual measurement instruments is the 

Balanced Scorecard (BSC), an approach developed by Kaplan and Norton (1992, 

1996). The major advantage of BSC lies on its ability to integrate financial and non-

financial measures with business strategy (Figge, et al., 2002; Kaplan & Norton, 1996; 

Norreklit, 2000). BSC translates the vision and strategy of a business unit into 

objectives and measures in four different perspectives: financial, customer, internal 

process, and learning and growth (Kaplan & Norton, 1992, 1996). Previous studies 

were mostly focused on the BSC approach in measuring performance without 

incorporating social and environmental perspectives (Epstein & Wisner, 2001; Figge, 

Hahn, Schaltegger, & Wagner, 2002). Further, those studies mostly focused on other 

industries such as mining, manufacturing, chemical, or energy production (Chung & 

Parker, 2008; Sloan, et al., 2009). As a result, there is a need for more empirical 

evidence of sustainable performance in the hotel industry (Chung & Parker, 2008). 

Hotels need to recognise the important aspect of social and environmental indicators in 

measuring their sustainable performance due to hotels’ high consumption of water and 
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energy (Sloan, et al., 2009). In Indonesia, no such study has been performed. Hence, 

the present study contributes by integrating social and environmental perspectives to 

the existing four BSC perspectives of performance in order to measure hotel 

sustainable performance (HSP). 

 

The discussion above leads one to the conclusion that research analysing the 

relationships between competitive strategy, strategic alliance, managerial use of broad 

scope MAS information and hotel sustainable performance (HSP) is imperative, 

especially in an emerging market such as Indonesia. Despite the importance of 

sustainable performance, literature in accounting shows a lack of empirical evidence 

related to this issue (Gray, 2010). For example, Chung and Parker (2008, p. 272) stated 

that “the development of environmental strategies and associated management control 

in the international hotel industry, a sector of major economic and environmental impact 

hitherto largely neglected in the environmental management and accountability 

literature”. More recently, Lamminmaki (2008, p. 164) stated that “to date, there has 

been limited accounting research interest shown in hotel management issues”. The 

present study offers a contribution to the management accounting literature by 

examining the relationship between HSP and managerial use of broad scope MAS 

information in hotels in Indonesia. A Sustainable Balanced Scorecard (SBSC) approach 

is used in conceptualising hotel sustainable performance by adding social and 

environmental perspectives into the four original BSC perspectives (financial, customer, 

internal process, learning and growth). Additionally, this study examines the impact of 

other factors that may affect hotel sustainable performance such as competitive strategy 

and strategic alliance. The path analysis and structural equation modelling techniques 

were used to test eighteen hypotheses developed in this study. Results from this study 

would extend the limited research in the area of management accounting related to hotel 

sustainable performance, with specific reference to the hotel industry in the emerging 

market in Indonesia. 

 



Chapter 2 

Research Model 

2.0  Introduction 

The first section in this chapter describes the motivation that underlies the study, 

followed by Section 2.2 explaining its aims and objectives. Section 2.3 presents the 

research model used, followed by explanations in Sections 2.4 and 2.5 that are related to 

the research method, research scope and key assumptions. Section 2.6 describes the 

hotel industry in Indonesia, the research setting of the study, followed by a description 

of the thesis outline in Section 2.7. Finally, Section 2.8 provides the conclusion to the 

chapter. 

2.1  Motivation for the study 

Eight main considerations underlie this study.  

 

First, research that analyses the relationship between competitive strategy and strategic 

alliance in the hotel industry is limited. In the context of the highly fragmented 

Indonesian hotel industry, it is important to know the values that can be differentiated 

from one hotel to another, which may attract customers and thus lead to a more 

sustainable performance. Consequently, it is essential to analyse the impact of 

competitive strategy on strategic alliance to determine how hotel managers should 

engage in a strategic alliance to maintain their competitive strategy, and succeed over 

their competitors. 

 

Second, there is a lack of research that analyses the relationship between competitive 

strategy, strategic alliance, and managerial use of broad scope MAS information. In a 

highly competitive market like the Indonesian hotel industry, it is important to know 

how managers may use broad scope MAS information to differentiate their products 

and services from those of their competitors and provide a quick response to customer 

needs and preferences in the rapidly changing environment. Moreover, the lack of 

knowledge and resources concerning the Indonesian hotel industry may require hotels to 

engage in a strategic alliance to survive in this highly competitive market. As a result, 
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hotel managers need broad scope MAS information to maintain the alliance. Therefore, 

the present study’s results may inform hotel managers how competitive strategy and 

strategic alliance may influence managerial use of broad scope MAS information. 

 

Third, there is a lack of research related to hotel sustainability in Indonesia and 

elsewhere in spite of its extensive influence on the environment. For example, Chung 

and Parker (2008, p. 273) pointed out that:  

... more affluent consumers may increasingly demand ‘green’ accommodation, 
and regulation may intensify for better waste disposal, improved water and 
energy conservation etc. With the heightened interest in environmental strategies 
comes the challenge of not only developing corporate environmental objectives 
and strategies but also achieving effective implementation. One key to effective 
implementation lies in the linkages between environmental strategies, corporate 
accounting and management control functions... Arguably this requires a 
strategic approach to environmental management, accounting and performance 
evaluation. Before this can happen, however, research is needed in these areas, in 
relation to both the specific needs of the hospitality industry and possible 
contributions from the broader accounting and management control disciplines.  
 

The majority of relevant studies have been carried out in the manufacturing industry 

only, which is characterised by a business environment that is different from that of 

service industries such as hotels. Therefore, the present study focuses on the sustainable 

performance of hotels. 

 

Fourth, the Indonesian Government has a programme for improving the manufacturing 

industry’s environmental performance, which has become a role model in the Southeast 

Asia region (Afsah, Blackman, & Ratunanda, 2000; Afsah, Laplante, & Makarim, 1996; 

World Bank, 2006; Tietenberg & Wheeler, 1998). However, there is a lack of research 

related to company sustainability in the Indonesian business environment, particularly 

in the hotel industry, even though this industry is the fifth largest income contributor in 

the country (Biro Pusat Statistik Indonesia, 2012). Previous studies in the hotel industry 

were conducted in developed countries such as those in Europe, the US and Australia. 

To the author’s knowledge, no research has been done in this area in Indonesia. 

Therefore, the present study emphasises the sustainable performance of hotels in 

Indonesia. 

 

Fifth, few studies have incorporated social and environmental measures into long-term 

economic performance in order to analyse HSP (Gray, 2010). Former studies used the 

BSC concept as a strategic management tool to analyse company performance from the 
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four perspectives mentioned in Chapter 1 (financial, customer, internal process, learning 

and growth), but did not include social and environmental perspectives. This 

perspective has been adopted as it can link a company’s vision and strategy related to 

social and environmental issues with performance management. Therefore, the 

outcomes of this study will extend the use of the BSC concept of assessing HSP by 

incorporating social and environmental perspectives into the original BSC indicators. 

The results may help managers to maintain hotels’ sustainable performance in the long-

term. 

 

Sixth, there is a lack of research that analyses the role of competitive strategy in HSP. 

Most previous studies focused only on the effect of competitive strategy on company 

financial performance such as return on investment (Hambrick, 1983); annual sales 

growth and return on total assets (Dess & Davis, 1984); return on sales, return on assets 

and growth in unit sales (West & Olsen, 1988); profitability ratio (Dev & Olsen, 1989); 

return on investment, cash flow, sales growth, and market share (Miller & Dess, 1993); 

return on investment and sales growth relative to market share (Helms, Dibrell, & 

Wright, 1997); and return on sales, return on investment, cash flow from operation per 

room, operational measures of performance, revenue per available room, and yield 

(Chathoth & Olsen, 2005). No research has been found in the hotel industry literature to 

identify the effect of competitive strategy (based on Porter typology) on hotel 

sustainable performance indicators: financial, customer, internal business process, 

learning and growth, social and environmental. Hence, an analysis of this relationship 

will help managers benefit from a better understanding of how competitive strategy may 

affect their hotel’s sustainable performance. 

 

Seventh, there is a lack of research that analyses the relationship between strategic 

alliance and HSP, particularly in the hotel industry. An extensive literature search found 

only one study, a paper by Winata (2005), which examined the relationship between 

strategic alliance and company financial and non-financial performance. However, 

Winata’s (2005) study was conducted in the manufacturing industry − which has 

characteristics different from those of the hotel industry − and ignored the social and 

environmental aspects. The lack of research as discussed above may result in managers’ 

inability to fully identify the effect of strategic alliance on HSP. For example, managers 

may learn how to manage their energy and water consumption of their hotels from their 

alliance members, which might lead to better financial performance. Hence, this study 
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analyses the relationship between strategic alliance and HSP by incorporating social and 

environmental aspects. 

 

Finally, research focused on the relationship between HSP and managerial use of broad 

scope MAS information has been conducted in developed countries such as the UK, the 

US and Australia. To the author’s knowledge, there is a lack of such studies in 

developing countries. Analysing the relationship between HSP and the managerial use 

of broad scope MAS information is important because it will help provide managers 

with a better understanding of the role of managerial use of broad scope MAS 

information for managing HSP. Previous studies have mostly analysed the effect of 

managerial use of broad scope MAS information on the overall dimension of 

organisational, business unit or managerial performance (Bagus, 2000; Budiarto, 2004; 

Faisal, 2006; Nizarudin, 2006; Susanto & Gudono, 2007; Syam & Maryasih, 2006). In 

the hotel industry, an extensive literature search found only one study, by Patiar and 

Mia (2008), that analysed the relationship between managerial use of broad scope MAS 

information and overall hotel performance. However, Patiar and Mia (2008) did not 

identify the effect of managerial use of broad scope MAS information on different 

performance aspects (financial, customer, internal business process, learning and 

growth, social and environmental). For example, the lack of information related to 

customer performance may lead hotel managers into using the wrong information about 

customers’ expectations, resulting in decreased customer satisfaction and, thus, 

decreased customer-related performance. The results obtained in the present study will 

assist hotel managers to better understand customer expectations and identify 

appropriate steps and/or actions needed to meet these expectations. Therefore, the 

present study fills the gap by analysing the relationship between each performance of 

HSP and the managerial use of broad scope MAS information. 

2.2  Aims and Objectives of Study  

The main aims of this study were to extend the current understanding of (a) the role of 

the competitive strategy on strategic alliance, managerial use of broad scope MAS 

information on HSP, and (b) the impacts of competitive strategy and strategic alliance 

on managerial use of broad scope MAS information and HSP. The specific objectives of 

the study were:  

(i) To build a theoretical model of the Hotel Sustainable Performance (HSP) to 

manage hotel performance based on the Sustainable BSC (SBSC) approach 
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(ii)  To determine the relationship between competitive strategy and strategic 

alliance 

(iii)  To determine the relationship between competitive strategy and managerial 

use of broad scope MAS information 

(iv) To determine the relationship between strategic alliance and the managerial 

use of broad scope MAS information 

(v) To determine the relationship between competitive strategy and HSP 

(vi) To determine the relationship between strategic alliance and HSP 

(vii)  To determine the relationship between managerial use of broad scope MAS 

information and HSP 

2.3  Research Model 

The ability to maintain sustainable business operations is important for companies to 

survive in the highly competitive emerging markets. In order to achieve sustainability, 

companies need to adopt best practice in economic, social, and environmental 

performance (known as Triple Bottom Line, or TBL), as required by stakeholders and 

the current competitive business environment. This applies to the hotel industry, which 

lacks adequate attention in accounting literature despite its significant effect on the 

environment (Chung & Parker, 2008). In the emerging market, Indonesian hotel 

managers need sustainability-related information to support them in their quest to 

guarantee their hotel’s survival in the country’s competitive market. Using the 

information, hotel managers may adopt sustainability-related practices at the 

organisational level and benefit from reduced costs, increased profits, and increased 

asset values (Bader, 2005). Therefore, it is imperative to conduct a study related to the 

hotel sustainable performance (HSP), which includes not only economic but also social 

and environmental performance in the hotel industry. Furthermore, the SBSC approach 

may be used for measuring HSP. 

 

The broad scope management accounting system information (henceforth, MAS 

information) has an important role in providing the performance information required 

by companies to help managers in making decisions (Mia, 1993). However, previous 

studies show that many companies failed to incorporate sustainability measurement 

indicators (i.e., social and environmental perspectives) into their performance 

assessment because they did not know how to take sustainability, performance 
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evaluation and reporting into account (Gray, 2010). Managers need to make more 

intensive use of MAS information in order to get proper information related to HSP.  

 

Two other factors − competitive strategy and strategic alliance − may also have a 

significant effect on hotel sustainable performance (HSP). Different types of 

competitive strategy and strategic alliance may have a different impact on use of MAS 

information which, in turn, will affect HSP. Based on these discussions, the research 

questions for the present study were framed as follows. 

 

Research question 1: How does the competitive strategy relate to strategic alliance? 

Research question 2: How does the competitive strategy relate to managerial use of 

MAS information? 

Research question 3: How does the strategic alliance relate to managerial use of MAS 

information? 

Research question 4: How does the competitive strategy relate to HSP? 

Research question 5: How does the strategic alliance relate to HSP? 

Research question 6: How does the managerial use of MAS information relate to HSP? 

 

The model of the current study is shown in Figure 2-1.  

Figure 2-1. Research Model 
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2.4  Research Method 

This study was conducted in three phases using a multi-methods approach to collect 

data (combining interviews with survey). First, a pilot study was conducted to test a 

questionnaire, which was then used to collect data. The pilot study involved five 

Australian and five Indonesian academicians in the Management Accounting area, and 

five Indonesian hotel general managers (GMs). Following the pilot study, the second 

step consisted of distributing online questionnaires to GMs in Indonesian 3-, 4-, and 5-

star hotels in Indonesia. The questionnaire included instruments measuring competitive 

strategy used by the hotels, the strategic alliance in which the hotels were engaged, 

managerial use of MAS information in the hotels, and the hotels’ sustainable 

performance. The last phase involved interviewing GMs to find out more about 

competitive strategy, strategic alliance, managerial use of MAS information, and hotel 

sustainable performance. Reliability and validity of the measurement instruments were 

tested; path analysis and structural equation modelling were used to test the hypotheses. 

The SPSS Version 19.0 and Smart PLS 2.0 were used to conduct the statistical test and 

interpret the results, including a robustness test. A detailed description about research 

design and methodology is presented in Chapter 4. 

2.5  Research Scope and Key Assumptions 

This study focused on a single industry only, as some scholars have suggested that this 

reduces the heterogeneity of the environmental impact (Jermias & Gani, 2004; Moores 

& Yuen, 2001) and may “avoid confusion between methods used in competing multiple 

business” (Dess & Davis, 1984, p. 471). For example, Jermias and Gani (2004) selected 

the consumer goods industry to analyse the relationship between business strategy, 

organisational configurations, management accounting systems, and business unit 

effectiveness; Moores and Yuen (2001) chose the clothing and footwear industry to 

analyse the relationship between management accounting system and organisational 

configuration. The industry chosen in the present study was the hotel industry in 

Indonesia, especially 3- to 5-star hotels. 

 

The present study relied on two assumptions for its execution. The first assumption was 

that a higher category hotel would give a clearer description of its competitive strategy 

compared to that of a smaller hotels (Harris & Brown, 1998). The larger hotels are 
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likely to have engaged in strategic alliance. They also tend to pay more attention to 

environmental and social performance than small hotels (Mensah, 2006), and are more 

likely to use broad scope MAS information intensively. The second assumption is that 

the top manager, such as General Manager, is the person who knows most about the 

current application of the management accounting system in each company (Naranjo-

Gil & Hartmann, 2007). This top management position in the hotels is relevant as a 

respondent for this study in order to have sufficient organisational knowledge to 

accurately complete the questionnaire (Bordean, Borza, Nistor, & Mitra, 2010). 

2.6  Research Setting: Hotel Industry in Indonesia 

International tourism has experienced rapid growth since the 1960s (McQueen, 1983). 

This growth has further increased over the last decade (Freitag & Pyka, 2009). The 

tourism industry, one of the largest industries in the world, is responsible for 10.3% of 

global GDP and 234 million jobs worldwide, corresponding to 8.7% of total 

employment (World Trade Organization, 2009). The Southeast Asian region, which 

includes Indonesia, has become one of the fastest growing tourist destinations in the 

world (Ayala, 1993; Hing, McCabe, Lewis, & Leiper, 1998, PricewaterhouseCoopers, 

2012). Referring to the United Nations World Tourism Organization’s World Tourism 

Barometer report on the first half of 2012, the Southeast Asian region showed a 9% 

increase in visitor arrivals compared to 4% for Europe, 5% for America, and 7% for 

Africa (The Jakarta Post, 2012). Recognising this global and regional situation, the 

Indonesian government has placed great importance on this industry by opening 19 

main entry points around the country (Biro Pusat Statistik Indonesia, 2012).  

 

Indonesia has increasingly become an attractive tourist destination, with Bali Island as 

the icon of tourism in this country, because it already had a solid reputation in the world 

tourism circuit (Hitchcock & Putra, 2008). In 2011, the number of foreign tourists had 

increased by 9.24% compared to 2010, or 38.94% compared to 2007 (Biro Pusat 

Statistik Indonesia, 2012). This shows that the tourism industry has a sustainable 

position in Indonesia. In fact, tourism is the fifth largest foreign exchange contributor in 

the country after oil and gas, palm oil, coal, and processed rubber (Biro Pusat Statistik 

Indonesia, 2012). Further, this sector is also responsible for creating one out of twelve 

jobs in this country (Asia-Pacific Economic Cooperation, 2012). The impact of tourism 

can be seen on Bali Island: the seasons are determined not by a change in the weather 

but by the type of tourist arriving on the island. The rapid development of the tourism 
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industry has brought various impacts, which can be positive or negative. These impacts 

can be seen in Table 2-1. 

 

Table 2-1. Summary of Tourism Impacts, Southeast Asia 

Positive Impacts Negative Impacts 
Environmental 
• Designated protected areas 
• Environmental improvement 
• Conservation 
• Environmental education 

• Pollution (water, land, and air) 
• Loss of terrestrial and marine flora and fauna 
• Ecological disruption 
• Land use congestion 

Economic 
• Foreign exchange earner 
• Employment opportunities 
• Regional development 
• Personal and corporate incomes 
• Tax revenues 
• Multiplier effect 

• High foreign ownership 
• Leakages 
• High seasonality 
• Inflationary effects 
• Inter-sectoral competition 

Socio-cultural 
• Encouragement of local arts and crafts 
• Social and amenity improvement 
• Heritage protection 
• Political awareness 

• Demonstration effect 
• Consumerism 
• Increased social conflicts 
• Damage to historical/heritage sites 
• Cultural commercialisation 
• Growth of sex tourism, gambling 

Sources: Poh, 2003, p. 423 

 

Hotels are one of the main tourism infrastructures. Medlik and Ingram (2000) stated 

that, in general, hotels have six important roles. First, hotels provide facilities for 

activities such as business transactions, meetings and conferences, recreation and 

entertainment. Second, they can attract visitors who tend to spend at a higher rate than 

they do at home. Third, hotels become important foreign currency earners, contributing 

to their countries’ balance of payments. Fourth, hotels, as important employers of 

labour, may provide thousands of jobs from only one single hotel. Fifth, hotels become 

outlets for products of other industries such as equipment, furniture, food, drink, gas, 

electricity and water suppliers. Sixth, hotels often attract local communities by offering 

such facilities as restaurants and bars. 
 

The growing number of hotels around the world in recent years has resulted in 

competition and awareness of the need for effective decision-making (Haktanir & 

Harris, 2005). Hotels in Indonesia are also experiencing growth as can be seen from 

Table 2-2. This table also shows that the business environment of the Indonesian hotel 

industry is highly competitive with many competitors (Kementerian Pariwisata dan 

Ekonomi Kreatif Republik Indonesia, 2012). 
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Table 2-2. The Development of the Accommodation Business in Indonesia for the 
Period 2007 to 2011 

Number of Accommodation Business 2007 2008 2009 2010 2011 

TOTAL 13.584 13.751 13.932 14.587 15.283 

C
la

ss
ifi

ca
tio

n 
of

 A
cc

om
m

od
at

io
n 

Star Hotel 1.169 1.240 1.045 1.306 1.489 

5 Star 

4 Star 

3 Star 

2 Star 

1 Star 

96 

188 

312 

265 

308 

103 

227 

340 

253 

317 

77 

164 

276 

212 

316 

118 

232 

363 

267 

326 

129 

252 

457 

290 

361 

Non-Star Accommodation 12.582 12.692 12.539 13.281 13.794 

Melati Hotel 

Backpacker 

Cabin tour 

Other types 

5.854 

277 

2.121 

4.330 

7.767 

367 

2.158 

2.400 

7.494 

263 

2.411 

2.371 

8.239 

374 

2.196 

2.472 

8.433 

406 

2.374 

2.581 

Source: Kementerian Pariwisata dan Ekonomi Kreatif Republik Indonesia, 2012 

 

The present study focuses on 3- to 5-star hotels in Indonesia. These medium to large 

hotels are selected because larger companies in general have a greater tendency to 

produce sustainability reports (Bebbington, Higgins, & Frame, 2009), suggesting that 

these hotels are more ready to adopt sustainability practices (Mensah, 2006). Kirk 

(1998) found that good environmental management results in more positive public 

relations for 3- to 5-star hotel managers. Moreover, these medium to large hotels tend to 

pay more attention to performance measurement and implementation of strategic goals 

(Evans, 2005).  

2.7  Outline of the Thesis 

The first chapter provides the introduction to this study. The second chapter provides 

the motivation for the study, the aims and objectives of the study, the research model, 

the research method, the research scope and key assumptions, and research setting. The 

third chapter describes previous literature related to this study; hypotheses development; 

and the research model. The fourth chapter describes the rationale for the research 

methods used for this study; sample selection; the participants, data collection, and 

control variable; questionnaire; reliability and validity test of the measurement 

instruments; and in-depth interviews summary. Chapter five describes the results of 

descriptive statistics; path analysis; appropriateness of path analysis; and results of 

hypotheses tests based on a full-sample (tested using Ordinary Least Squares or OLS 

and Partial Least Squares or PLS as robustness test) and sub-samples (tested using 
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PLS). The final chapter, Chapter six, discusses the results; contributions; limitations and 

directions for future research; and conclusions.  

2.8  Conclusion 

Although there is increasing awareness of the social and environmental effects (such as 

pollution and environmental degradation) caused by business entities worldwide, there 

are very few studies analysing how social and environmental factors may affect hotel 

sustainable performance (HSP). Most of the studies to date have focused on only the 

four perspectives (financial, customer, internal business process, learning and growth) 

of the Balanced Scorecard. Moreover, most previous researchers have concentrated on 

the manufacturing industries as these have direct impacts on the environment; for 

example through air and water pollution, resulting from their business activities. It 

should be noted that the hotel industry affects the environment through its high 

consumption of water and energy. However, since previous studies have focused mainly 

on manufacturing industries, the results reported in those studies may not generalise to 

the hotel industry. This is because the hotel industry is characteristically different from 

manufacturing industries (Harris & Brown, 1998; Mia & Patiar, 2001; Winata & Mia, 

2005). As a result, there is a limited or lack of understanding of how to manage hotel 

activities in an environmentally sustainable manner. Because of this knowledge gap, the 

present study aimed to analyse HSP based on SBSC, which adds social and 

environmental factors to the original BSC approach. Additionally, the study included 

other variables such as the managerial use of MAS information, competitive strategy 

and strategic alliance in order to enrich the current literature related to hotel 

management. This study is expected to have made a valuable contribution towards a 

better understanding of company sustainable performance management, particularly in 

the hotel industry. 

 

 



Chapter 3 

Literature Review and Hypotheses 

Development 

3.0  Introduction 

This chapter describes the theoretical concepts that provide the arguments and/or bases 

for the hypotheses formulation. The first section describes the literature review related 

to the variables in the model (Figure 2-1); the second section provides the rationale for 

hypothesised relationships between the variables; the final section summarises the 

chapter and again presents the model. 

3.1  Literature Review  

The literature review is presented under four headings: Competitive strategy, Strategic 

alliance, Managerial use of MAS information, and Hotel sustainable performance. 

 

3.1.1  Competitive Strategy 

There are various definitions of competitive strategy provided by previous researchers. 

Porter (1980, p. xvi) stated that competitive strategy is “a combination of the ends 

(goals) for which the firm is striving and the means (policies) by which it is seeking to 

get there”. Competitive strategy reflects “the policies, rules and methods firms employ 

to establish a profitable and sustainable position against the competitors in the industry” 

(Zhao & He, 2008, p. 155). Schaffer (1987, p. 34) stated that competitive strategy 

determines “the coherence and internal consistency of the company in its environment 

and gives the firm its identity, its power to mobilize its strengths, and its likelihood of 

success in the marketplace”. The present study conceptualises competitive strategy as a 

combination of policies, rules and methods employed by a company to establish a 

profitable and sustainable position against the competitors in the industry (Porter, 1980; 

Zhao & He, 2008). 
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Hambrick (1980) suggested four different ways of defining strategy: textual description, 

partial measurement, multidimensional measurement, and typology. Textual description 

might be applied for case study research and theory building, but is not appropriate for 

theory testing because it would be difficult to generalise the results and would use the 

researcher’s judgment in comparing cases and replicating studies (Hambrick, 1980; 

Langfield-Smith, 1997). Partial measurement consists of some variables such as market 

share or particular strategy but does not include the overall organisational strategy 

(Hambrick, 1980; Langfield-Smith, 1997). Multidimensional measurement includes 

measuring a series of variables and a large-scale statistical analysis. The complex results 

might make it difficult to articulate a particular strategy (Hambrick, 1980; Langfield-

Smith, 1997). A strategy typology consists of different strategic types and can focus on 

each strategy component. Some empirical studies provided strong recommendations to 

use strategic typology as a way to “bring order to an incredibly cluttered conceptual 

landscape” (Hambrick, 1984, p. 28). Basically, it classifies the way an organisation 

competes in an industry (Schaffer, 1987). 

 

In previous studies, two typologies have been commonly used to classify competitive 

strategy (Dev & Olsen, 1989; Olson & Slater, 2002). The first typology is that proposed 

by Miles and Snow (1978), which analysed competition in terms of defenders, 

prospectors, analysers and reactors; the second typology is that of Porter (1980) which 

focuses on innovation, quality enhancement and reduction of costs. These will now be 

discussed in detail. 

 

The typology of Miles and Snow (1978) 

The first typology, that of Miles and Snow (1978) proposed four types of competitive 

strategy (defenders, prospectors, analysers and reactors) based on the rate of change in 

products or markets (Langfield-Smith, 1997). Defender organisations have a narrow 

product range, and do not focus on product or market improvement. These organisations 

rarely make adjustments related to operational technology, structure, or method. 

Prospector organisations, however, focus on product innovation or market 

improvement. This type of organisation pays more attention to operational technology, 

structure, and method. Analyser organisations combine these two types of product-

market domains. In a stable environment, this type of organisation uses a standard 

operation, but in uncertain environments, they watch competitors’ reactions and then 

adopt the most relevant operation to the organisation. The last types, reactor 
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organisations, tend to just operate routinely without any change and/or improvement 

unless there are environmental pressures that require them to do so. This may be caused 

by (a) the lack of a clearly defined strategy at the organisation, (b) a poor fit between the 

organisation’s structure and its strategy, or (c) management ignorance of changes in the 

business environment (Miles, Snow, Meyer, & Coleman, 1978). As a consequence, 

organisations applying this strategy may not survive for long unless they operate under 

a protected environment, such as a monopolistic market (Miles, et al., 1978). 

 

The present study does not use Miles and Snow’s typology for three reasons. First, their 

typology has been criticised as having ambiguous intentions (Abernethy & Lilis, 1998; 

Chapman, 1997; Langfield-Smith, 1997). For example, Olson and Slater (2002) stated 

that defenders with a narrow range of products may compete based on either of two 

intentions – to be low-cost defenders or to be differentiated defenders. They may 

compete by reducing production and service costs through efficient operations, or they 

may compete by differentiating their products and/or services. In summary, it is not 

clear whether defenders compete by producing lower cost products or by differentiating 

products. 

 

The second objection to Miles and Snow’s typology is based on the rate of change of 

product and/or market (Langfield-Smith, 1997), which may not be appropriate for the 

hotel industry. The hotel industry does not have to change its product frequently, as may 

happen, say, in the electronics industry (Bangchokdee, 2008) or the telecommunication 

industry, which has a very fast rate of product and/or market change, as they need to 

deliver new products every year to compete in the market. This case does not apply in 

the hotel industry, which basically produces the same service every year. Managers in 

the hotel industry may need to change the menu in their restaurant or improve their 

reservation system once in a while, but they do not have to do it every year, as the main 

product (hotel service) stays the same. Hence, the Miles and Snow typology may not be 

appropriate for the hotel industry. 

 

The third objection is that previous studies report conflicting results using the Miles and 

Snow typology. For example, Langfield-Smith (1997) and Miles et al. (1978) argue that 

reactors are considered as not sustainable in the long term because they do not have a 

clearly defined objective. These researchers also argue that prospectors, analysers, and 

defenders will outperform reactors, while the above argument was supported by 
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previous studies in the service industry (Jennings, Rajaratnam, & Lawrence, 2003) 

including the hotel industry (Garrigos-Simon & Marques, 2005). Snow and Hrebiniak 

(1980) reported that reactors outperformed prospectors and defenders in the air 

transportation industry. In other words, the inferior performance assumption of reactors 

compared to organisations pursuing other strategies is still unclear (Zahra & Pearce, 

1990).  

 

The typology of Porter (1980) 

The second typology of competitive strategy, that proposed by Porter (1980), is used in 

the present study. Porter argued that a company needs a competitive advantage resulting 

from innovation, quality enhancement and cost reduction in order to survive in the 

market. He proposed three generic strategies to gain the competitive advantage: low 

cost or cost leadership, differentiation, and focus (Porter, 1980, 1985). The cost 

leadership strategy applies to an organisation’s ability to become the lowest-cost 

producer in the industry, compared with its competitors. The differentiation strategy 

applies to an organisation’s ability to produce unique or superior quality products that 

will receive high value ratings from its customers. The focus (or niche) strategy applies 

to an organisation’s ability to target a specific market, which has not been served or is 

poorly served by its competitors. The focus strategy may be applied if the company 

already employs a cost leadership or differentiation strategy, especially for medium and 

large-size companies (Wright, 1987). However, cost leadership or differentiation 

strategies can be applied without a focus strategy (Dickson & Ginter, 1987). Moreover, 

a focus strategy emphasises market coverage (Olson & Slater, 2002), or a particular 

segment of a broad scope market (Porter, 1980, 1985). Following the study of 

Bangchokdee (2008), the present study emphasises how hotels obtain competitive 

advantage rather than market segmentation. Therefore, a focus strategy is not 

considered to be suitable for hotels. Accordingly, there are two competitive strategies 

that are used in the present study: cost leadership and differentiation strategies. 

 

As explained above, the present study uses Porter’s strategy typology, which is based on 

the competitive actions an organisation takes. The hotel industry in Indonesia is highly 

competitive. In order to survive, hotels operating in the country need to apply a clearly 

defined competitive strategy that offers them a competitive advantage over their 

competitors. Porter provides clear guidance to classify business strategy that may be 

used by hotels: either cost leadership or differentiation strategies. Moreover, this 
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classification fits hotel characteristics. For example, Marriott International has Ritz 

Carlton, which adopts a differentiation strategy by providing luxury products and 

services with premium prices, yet still maintains its strong position in the market 

(Chathoth & Olsen, 2005). In contrast, Accor hotels have Formula 1 hotels, which 

employ a cost leadership strategy where the company needs to operate efficiently, 

offering a lower price while still making a profit (Chathoth & Olsen, 2005). 

 

Although the present study uses Porter’s classification, there are two criticisms of 

Porter’s typology that need to be considered: the choice between cost leadership or 

product differentiation; and Porter’s claim about the need for a combination of 

strategies. First, Porter argues that a company has to choose either a cost leadership or a 

product differentiation strategy to compete. This choice might not be appropriate in the 

current business environment for the hotel industry because it is hard to apply only a 

single strategy at a time to maintain a sustainable competitive advantage (Bangchokdee, 

2008; Helms, Dibrell, & Wright, 1997; Sloan, et al., 2009; Zhao & He, 2008). For 

example, hotels in Indonesia tend to gain competitive advantage from Indonesia’s 

unique culture and beautiful nature, and their hotel labour force, which is readily 

available, genuinely friendly and inexpensive (Nankervis, 1995, 2000). These factors in  

particular attract international investors to build their hotels in Indonesia as they can 

benefit from the low labour cost (Bisara & Riady, 2010), genuinely friendly employees 

(Nankervis, 1995, 2000), and unique culture which results from the country’s various 

ethnic groups (Indonesia's Official Tourism Website, 2011b). By applying the cost 

leadership strategy, the international hotels may save their operational cost due to the 

relatively low salary and wages. However, applying cost leadership as the only strategy 

is not enough because most hotels are adopting a similar strategy. Hotels need to have 

their added value to attract customers and differentiate themselves from competitors; 

this means hotels need to innovate. For example, a hotel in Bali or Yogyakarta can 

decorate its hall or room interior according to the local style to differentiate it from its 

competitors. Another hotel may provide a traditional music performance during dinner. 

Yet other hotels may have a package including tours to visit a famous tourist destination 

(e.g., Kuta Beach in Bali or Borobudur temple in Yogyakarta) and cultural events such 

as dance performances. By applying such a package, a particular hotel may attract more 

customers because it does not merely offer low price for accommodation as its 

competitors do. From this example, it can be argued that there are opportunities for 

Indonesian hotels to combine their strategies.  
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The second criticism of Porter’s typology is the claim that companies using a 

combination of strategies or failing to adopt one strategy will have lower long term 

financial performance compared with those who adopt either a cost leadership or a 

differentiation strategy (Porter, 1980, 1985). Other scholars stated that there is not 

enough evidence to support Porter’s argument (Campbell-Hunt, 2000; Kim & Lim, 

1988). For example, previous studies in the service industry, including hotels, report 

that prospectors, defenders and analysers (combination of prospector and defender 

strategies) do not have significant differences in relation to performance (Garrigos-

Simon & Marques, 2005; Jennings, et al., 2003). However, consistent with Porter’s 

argument, companies pursuing the above types of strategies outperform reactor – or the 

‘fail to adopt one strategy’ – organisations (Garrigos-Simon & Marques, 2005; 

Jennings, et al., 2003). In other words, the results of these studies support Porter’s 

argument that companies that ‘fail to adopt one strategy’ will have the lowest 

performance compared with companies pursuing cost leadership or differentiation 

strategy.  

 

In view of the inconclusive evidence provided by the above studies, following Porter 

(1980, 1985), the current study conceptualises competitive strategy as the extent to 

which a hotel differentiates its products and services from those of its competitors. This 

conceptualisation is consistent with Bangchokdee (2008) who used this approach to 

study the effect of competitive strategy on the use of MAS information in the food-

processing and electronics industries in Thailand. The more the hotel employs a 

competitive strategy, the more it will pay attention to attributes that may provide 

competitive value such as brand, quality, innovation, service, technology, skill and 

experience of the employees (Porter, 1980, 1985). For example, a hotel may prefer to 

apply an advanced system such as a web-based check-in for its customers. By using 

their password-protected online accounts, customers can check into their hotel rooms 

prior to arrival. By applying this competitive strategy, a hotel has differentiated itself 

from its competitors to attract customers. By having a clearly defined strategy, hotels 

may have a better chance to be sustainable. 
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3.1.2  Strategic Alliance 

As a result of globalisation, deregulated economies and technological advances, the 

boundaries of firms have changed. The boundary is limited not only to vertical 

integration under a single company but also to other companies in the form of 

collaboration or alliance (Bhimani, 2003). There are several definitions of strategic 

alliance in the literature. For example, strategic alliance can be defined as a cooperative, 

non-controlling, shared decision-making relationship between two (or more) 

organisations for the purpose of securing a competitive advantage (Hubbard, et al., 

2008). Cheng et al. (2004, p. 460) define strategic alliance as “a long term relationship 

formed between two parties (or more) within a supply chain to develop mutually agreed 

strategies in terms of goals and objectives for the involved parties to pursue jointly”. 

Another definition, by Winata (2005, p. 30), explains that a strategic alliance is “a 

cooperative and mutual agreement between autonomous organisations with a view to 

improving competitive advantage and long-term profitable value for all the cooperating 

parties”. The present study defines strategic alliance as a cooperative and mutual 

agreement between two (or more) parties for the purpose of securing a competitive 

advantage and long-term profitable value for all the cooperating parties (Hubbard, et al., 

2008; Winata, 2005). Particularly, this agreement does not always include equity 

investments (Winata, 2005). 

 

Based on the company’s motives, there are three major types of strategic alliance 

(Gomes-Casseres, 1988). First, supply-based alliances are organised along the supply 

chain and involve resource transfer (i.e., finance, design, management skills, and 

technology) beyond a simple exchange relationship. Second, learning-based alliances 

allow both creation and knowledge transfer between incumbent companies. Third, 

market-based alliances are motivated by the need to decrease competition (i.e., a cartel). 

Alliance might be franchises, licensing arrangements, joint ventures, minority equity 

changes, or other mechanisms to forge interactions between companies (Bhimani, 2003; 

Chathoth & Olsen, 2003). They might also involve exchange, sharing or co-

development (Gulati, 1995) or be in the form of an organisational structure to govern an 

incomplete contract between separate firms (Gomes-Casseres, 2003). 

 

The hotel industry has made considerable use of strategic alliance as it has become one 

option for global expansion (Aung & Heeler, 2001; Olsen & Roper, 1998; Preble, 

Reichel, & Hoffman, 2000). This industry is becoming a global industry, not only 
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because hotels “serve international markets but also because their products and service 

are complex, discontinuous, and globally competitive” (Lee, Barker, & Kandampully, 

2003, p. 429). Hotel managers need to include services to meet customer demand, 

which has changed from customer demand in the past. Customers nowadays not only 

treat hotels as a place to stay temporarily while being away from home, but also as a 

travelling office, a meeting place, a place to entertain or enjoy sporting activities (Lee et 

al., 2003). Resulting from this globalisation pressure and changing demand, the only 

way to survive is to engage in strategic alliance (Apostolopoulos & Sonmez, 2000). 

 

The hotel industry is one of the major players in the tourism industry, which has 

become highly integrated with other major players. As described by Poon (1993, p. 

215): “It is no longer relevant whether a company is an airline, a travel agent, hotel or 

tour operator. As the boundaries among players are re-defined, what become more 

relevant are the activities along the value chain that they control”. This happens because 

the tourism industry (mainly consisting of hotels, airlines, travel agents and tour 

operators) is a “… highly complex compounded service brought about through the 

‘assembly’ of different services that are being delivered by a network of companies that 

is often global in scope” (Go & Appelman, 2001, p. 184). Examples of alliance between 

hotels and other players can be seen in the marketing and reservation system. Hotels 

may run a promotion programme with travel agents or tour operators, and customers 

may be able to reserve their hotel room through these. When airlines open a flight route 

to a tourist destination, hotels may cooperate with them by offering a holiday package. 

In conclusion, hotels need to engage in strategic alliance with other players in the 

tourism industry if they are to continue operating in the competitive global market. 

 

Strategic alliance offer benefits such as gaining access to new knowledge, 

complementary resources, new markets, new technology, and new customers; 

overcoming regulatory barriers; absorbing a key local competitor; and lowering risk by 

sharing costs and gaining political connections through partners (Preble, Reichel, & 

Hoffman, 2000). All these benefits can improve a company’s learning ability, explore 

economies of scale and economies of scope, share risks, and outsource various activities 

along the value chain (Gulati, Nohria, & Zaheer, 2000). An effective strategic alliance 

may reduce costs in the supply process (Hamel, Doz, & Prahalad, 1989), increase 

market share (Sarkar, Echambadi, & Harrison, 2001), and cope with uncertain 

environments in the emerging market (Marino, Lohrke, Hill, Weaver, & Tambunan, 
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2008) to support hotel survival in the highly competitive market. Hence, strategic 

alliance may become an effective tool for achieving competitive advantage as they 

provide competitive value to the alliance members (Contractor & Lorange, 2002), and 

lead to sustainable performance that consists of financial as well as non-financial  

perspectives. For example, hotels need to engage in strategic alliance with other 

hospitality operations such as other hotels or hotel consultants to improve their internal 

business process standards (i.e., related to service quality), including their employees’ 

skills that result from proper training. Hotels also need to engage in strategic alliance 

with tour operators to promote their products and attract customers. Moreover, hotels 

may also engage in strategic alliance with the local community to improve their social 

and environmental performance (i.e., use local producers to decorate their hotels or 

local farmers to supply their food). By engaging in these actions (engagement in 

strategic alliance relating to customers, internal business processes, learning and 

growth, and social environment), hotels may improve their service quality, employee 

skills and healthy environment. As a result, hotels may attract more customers, which 

mean more income for the hotels. Therefore, engagement in strategic alliance is 

important to maintain the sustainable performance of hotels from both financial and 

non-financial perspectives. 

 

In the hotel industry, strategic alliance can be vertically, horizontally, or diagonally 

linked to achieve growth and competitiveness (Pansiri, 2009). Vertically linked alliance 

can be seen in supply chain cooperation from suppliers such as with tour operators or 

travel agents and customers (Ozturen & Sevil, 2009). This alliance is commonly used 

by hotels as they need to maintain a close relationship with their suppliers and 

customers to maintain their competitiveness in the market (Kim & Oh, 2004). 

Horizontally linked alliance exists when several companies at the same level of the 

production chain within an industry form an alliance to increase purchasing power and 

control distribution and sales (Cunill, 2006). In the hotel industry, horizontal alliance 

may exist between two hotels sharing their assets such as sales, marketing, and 

reservation systems, as shown by Le Meridian and Nikko hotels (Chathoth & Olsen, 

2003). Diagonally linked alliance occurs when companies form alliance with companies 

from other sectors in order to cut costs and have a closer relationship with customers; 

this type of alliance may be called conglomerate diversification, which is aimed at 

investment (Cunill, 2006). For example, a hotel may engage in a diagonal alliance by 

conducting a joint venture with a bank and building developer.  
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Indonesia is an emerging market with a reputation for becoming an economic golden 

child in recent years (Belford, 2010). In order to maintain its rapid economic growth 

and be competitive in the global market, Indonesia needs skill and know-how from its 

developed partners. A study of Indonesian international joint ventures (IJVs) by 

Sitawati (2004) showed that Indonesian managers are likely to engage in strategic 

alliance because they want to maintain their position in the market and to effectively 

compete against a common competitor. Using questionnaires developed by Geringer 

(1991) related to partner selection criteria, Sitawati (2004) also reported that Indonesian 

managers emphasised partner-related selection criteria (i.e., financial status and 

financial sources of the partners, experience in technological resources applications, 

reputation and international experience); while their partners focused on task-related 

selection criteria (i.e., access to materials and natural resources, access to labour, access 

to regulatory permits, access to local market and distribution, and access to knowledge 

of local culture). Therefore, it can be concluded that Indonesian managers are likely to 

engage in strategic alliance, especially in the context of the hotel industry, which is 

facing high competition. For example, Indonesian managers from local hotels may learn 

from the experience of Hilton hotel managers about how to apply a competitive strategy 

related to the environment. This can be done by forming strategic alliance between the 

local hotels and Hilton hotels. Engagement in strategic alliance allows Indonesian 

managers to learn from their international partners about how to apply this competitive 

strategy at their local hotel. As a result, the local hotels may benefit from their partners’ 

experience, reputation, and more advanced technology (e.g., reservation system). As 

most local hotels have limited financial resources to grow their business, strategic 

alliance may be one of the best economic options to gain competitive advantage and 

sustain the hotel’s performance against competitors in the Indonesian competitive 

market. Hence, a study related to strategic alliance in Indonesia will be valuable in order 

to provide additional knowledge to managers in pursuing the sustainable performance of 

hotels. 

 

3.1.3  Managerial Use of MAS Information 
The traditional management accounting system (MAS) has been criticised because it 

focuses mainly on reporting internal information and pays little attention to the external 

environment (Devie, Tarigan, & Kunto, 2008; Kaplan, 1983; Mia & Chenhall, 1994). 

Specifically, Johnson and Kaplan (1987) stated that the declining relevance of 
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traditional MAS suffers from three types of failure: (1) Use-type, which is a failure to 

adopt flexible budgets, to evaluate discretionary expenditure, or to adopt appropriate 

measures to control fixed costs; (2) Relevance-type, which is the failure to develop 

quality control and factor productivity measures or to highlight opportunity costs; and 

(3) Control-type, which is a failure to consider non-financial factors, through emphasis 

on short-term financial performance indicators and financial accounting considerations 

in most calculations (Johnson & Kaplan, 1987). 

 

In response to the criticisms above, some scholars made efforts to find the information 

required by the environment and information processing capabilities of an organisation 

(Chenhall & Morris, 1986; Gordon & Narayanan, 1984). The organisation also needs 

non-financial indicators that might improve the decision-usefulness of management 

accounting information, and to facilitate evaluation and control (Smith, 2005). The 

accounting system should have indicators that are capable of being good predictors of 

long term success, measured in consistent terms and congruent with the overall 

objectives of the organisation (Smith, 2005). Bromwich (1990) states that managers 

need to consider business environment information in the management accounting 

system to support their organisation’s sustainability. 

 

MAS can be defined as “a system which adds benchmarking and monitoring 

information to existing internal and historical information provided by traditional 

management accounting systems” (Mia & Clarke, 1999, p. 138). Information generated 

by a management accounting system can be used to support managers in facing 

challenges and adding company value in the competitive market (Bromwich, 1990; Mia 

& Winata, 2008; Patiar & Mia, 2008). In fact, in a highly competitive market, managers 

have considerable need for using management accounting system information to help 

them make effective decisions (Mia & Patiar, 2001). Therefore, MAS information has 

been identified in some studies as an important factor in the managerial decision-

making process (Gordon & Narayanan, 1984; Mia & Chenhall, 1994; Mia & Patiar, 

2001; Mia & Winata, 2008; Patiar & Mia, 2008). However, more empirical evidence 

related to the use of MAS information in the hotel industry is required because of the 

lack of studies in this area (Mia & Patiar, 2001; Patiar & Mia, 2008). As previously 

noted, the hotel industry has a different character from that of the manufacturing 

industry so it requires different MAS information. For example, the hotel industry puts a 

higher focus on the people − its customers − while the manufacturing industry focuses 
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more on process production. Consequently, the hotel industry needs more customer-

oriented information than the manufacturing industry does. Previous studies in the hotel 

industry revealed that hotel managers need MAS information for making decisions (Mia 

& Patiar, 2001), and that market competition and managerial use of MAS information 

had a positive impact on departmental non-financial performance (Patiar & Mia, 2008). 

More research to analyse the managerial use of MAS information at the organisational 

level in the hotel industry is valuable for helping managers make an intensive use of 

MAS information. 

 

MAS has four dimensions: scope, integration, aggregation, and timeliness (Bouwens & 

Abernethy, 2000). However, for practical reasons the current study uses only one of 

these dimensions, namely scope. This dimension is also dominant in previous MAS 

studies (Tillema, 2005). The scope dimension has three sub-dimensions: focus, 

quantification, and time horizon (Boulianne, 2002; Bouwens & Abernethy, 2000; 

Gordon & Narayanan, 1984; Larcker, 1981). Focus refers to the level at which 

information is focused internally, within the organisation, or externally, related to the 

organisation’s environment. Quantification refers to financial and non-financial 

information. Time horizon refers to historical or future-oriented information. The 

classification of the scope dimension can also be viewed as a range with a narrow scope 

at one end and a broad scope at the other (Bouwens & Abernethy, 2000). Hence, a 

traditional or narrow MAS scope focuses on internal, financial, and historical 

information (Boulianne, 2002; Mia, 1993), while the broader scope MAS also includes 

external, non-financial and future-oriented information. Some scholars in the developed 

countries state that managers should use relevant broad scope MAS information in order 

to reduce job complexity and environmental uncertainty, and to manage competitive 

threats (Ferris & Haskins, 1988; Mia, 1989). Following previous studies that used broad 

scope MAS information (Boulianne, 2002; Chenhall & Morris, 1986; Gordon & 

Narayanan, 1984; Mia & Chenhall, 1994; Mia & Goyal, 1991; Mia & Patiar, 2001; Mia 

& Winata, 2008; Patiar & Mia, 2008), this present study defines MAS information as 

information that includes internal, financial and historical information as well as 

external, non-financial and future-oriented information.  

 

Management accounting system (MAS) information includes “historical and future-

oriented, financial and non-financial, quantitative and qualitative data”, which is either 

internal or external to the organisation (Patiar & Mia, 2008, p. 210). Examples of MAS 
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information are market sales, market share, consumer tastes, technological advances, 

and demographic factors (Chenhall & Morris, 1986). Information provided by MAS 

allows managers to learn about current problems, results, and opportunities, which then 

lead them to make a responsive decision (Ferris & Haskins, 1988). The managerial use 

of MAS information has a significant role in supporting managers in : (i) setting 

appropriate performance targets and performance evaluation standards and (ii) giving 

feedback on achievements (Mia, 1993). Further, MAS information is also an important 

antecedent to measure performance (Chong & Chong, 1997).  

 

3.1.4  Hotel Sustainable Performance 
Previous accounting studies in measuring company performance were more focused on 

financial performance. In the hotel industry, managers also put more emphasis on 

financial indicators in evaluating performance (Chung & Parker, 2008). The empirical 

evidence provided by research in chain-based European hotels (Harris & Mongiello, 

2001), UK hotels (Atkinson & Brander, 2000; Atkinson & Brown, 2001), and Northern 

Cyprus hotels (Haktanir & Harris, 2005) shows that General Managers (GM) are more 

likely to use finance-related indicators in making their decisions. Similar results were 

reported in Australia, where GMs focus more on the financial dimension in evaluating 

subordinates’ performance (Mia & Patiar, 2001) or the performance of departments 

(Patiar & Mia, 2009). This empirical evidence raises concerns that hotels should also 

adopt non-financial indicators to avoid misleading decision-making by managers 

(Brown & McDonnell, 1995; Geller, 1985; Haktanir & Harris, 2005; Harris & 

Mongiello, 2001; Mia & Patiar, 2001; Patiar & Mia, 2009). The financial performance 

takes a narrow perspective on actual company activities (Gray & Bebbington, 2000) and 

focuses only on the short term (Hayes & Abernathy, 1980). As a result, focusing only 

on financial performance is less helpful to managers to recognise other significant non-

financial elements such as market share, customer satisfaction, efficiency and 

productivity, product quality, and employee satisfaction (Hoque, 2004). By 

incorporating these non-financial aspects into the performance management, managers 

are able to “recognize changes in the business environment, determine and assess 

progress towards business objectives, and affirm achievement of performance goals” 

(Hoque, 2004, p. 486). This means that hotels will have a better chance to become 

sustainable. Company sustainability has been defined as the capacity of a firm to 

continue operating over a long period of time, depending on the sustainability of its 

stakeholder relationships (Perrini & Tencati, 2006).  By following this definition, the 
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present study conceptualises hotel sustainable performance as a hotel’s capacity to 

continue operating over a long period of time.  

 

Previous studies recognised the importance of company sustainability related to 

performance. Epstein (2008) summarised four main factors to explain why company 

sustainability is important: (1) Regulations, as non-compliance with government 

regulations and industry codes will require companies to pay costs such as penalties, 

legal costs, lost productivity, potential closure of operations, and the related effects on 

corporate reputation; (2) Community relations, as the general public and activist NGOs 

are becoming increasingly aware of sustainability and its impacts on the society and the 

environment; (3) Cost and revenue imperatives, as sustainability practices can create 

financial value for the companies through enhanced revenues (increased sales due to 

improved company reputation) and lower costs (due to process improvements or 

decrease in regulatory fines); and (4) Societal and moral obligations as company 

activities have impacts on the environment and society, which lead some executives and 

corporations to include sustainability in their company strategies. 

 

In order to help companies to maintain their performance, previous studies suggested 

that sustainable performance should be measured based on the triple bottom line that 

comprises economic, social and environmental aspects (Elkington, 1998; Epstein & 

Wisner, 2001; Figge, Hahn, Schaltegger, & Wagner, 2002; Perrini & Tencati, 2006). 

Perrini and Tencati (2006) explained that social performance describes the value added 

by all activities related to different stakeholder groups such as employees, financial 

partners, state and local authorities, the community, and shareholders. An example of 

social performance information is the internal costs and benefits related to occupational 

health and safety management (Perrini & Tencati, 2006). Environmental performance 

describes company activities related to environmental issues; for example, cost-benefit 

as related to the environmental management of the process or environmental 

management of the products (Perrini & Tencati, 2006). Therefore, measuring 

performance by incorporating social and environmental indicators will give better 

support for a company to maintain its business operations in the long term (Epstein & 

Roy, 2003; Schaltegger & Wagner, 2006).  

 

An earlier study by Bader (2005) on the hotel industry showed that sustainability 

practices provide economic, social and environmental benefits to the hotel industry as 
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well. Bader (2005) examined the benefits of sustainable business practices in the hotel 

industry, particularly in the European Union. Based on her literature review of previous 

studies and business practices, she suggested that the most relevant benefit resulting 

from sustainable hotel business practices is economic, such as reduced cost, increased 

profit, and increased asset value. Additionally, environment as a source of profitability 

would also be preserved (Bader, 2005). 

 

The above observations motivated this study, which was designed to investigate issues 

related to sustainable performance in the hotel industry. There is a need for such 

research into the hotel industry, as previous studies focused mostly on heavy industries 

such as mining, manufacturing and chemical industries (Chung & Parker, 2008). It has 

been argued that the manufacturing industries have characteristics different from those 

of the hotel industry. These differences have been described by Winata and Mia (2005), 

Harris and Brown (1998) and Mia and Patiar (2001), and are outlined in Table 3-1. 

Hence, studies related to hotel sustainable performance in manufacturing industries 

might not generalise to the hotel industry. 

 

Table 3-1. Examples of Manufacturing and Hotel Industry Characteristics 

Manufacturing Industry Hotel Industry 
Managers do not usually deal directly with 
the consumers. 

Direct contact with customers is the dominant 
characteristic. Managers usually are in direct 
contact with customers. 

Demand for products is reasonably 
predictable as the external environment 
may not affect the industry directly and 
immediately. 

The demand is difficult to predict. The external 
environment (i.e. political situation or 
economic condition) may directly and 
immediately affect the industry. 

The product can be standardised. The product or service is mainly customised, 
based on individual customers’ preferences and 
needs. 

The product can be inventoried or stored. The services and even many of the assets are 
perishable and time-based. 

The production, delivery and consumption 
cycle of products is relatively long. 

The production, delivery and consumption 
cycle of products and services is extremely 
short. 

The level of interdependencies between 
various departments may be relatively low. 

The level of interdependencies between various 
departments is high, because the tasks are 
mainly customer-focused. 

The response to customer’s complaints 
may not be on the spot. 

The response to customer complaints is mainly 
immediate. 

Source: Winata and Mia, 2005 
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The present study is focused on Indonesia, as described in Chapter 2. Previous studies 

from developed countries may not generalise to Indonesia due to cultural differences. 

For example, Harrison (1993) found that in the large power, distance and collectivist 

cultures, greater reliance placed on accounting performance measures is used as a 

superior evaluative style. He suggested that “the same performance evaluation style or 

system is unlikely to be equally effective across the range of nations in which those 

companies operate” (Harrison, 1993, p. 336). Moreover, he argued that the best 

managerial effort to apply the performance evaluation system results from “careful 

appraisal and tailoring of such systems to specific nations on the basis of their cultural 

appropriateness” (Harrison, 1993, p. 336).  

 

Indonesia has a unique culture resulting from long interaction between its original 

customs and foreign influences (Indonesia's Official Tourism Website, 2011b). This 

country has a population of more than 200 million spread over more than 17,000 islands 

(which makes it the largest archipelago country in the world). It has more than 200 local 

ethnic groups and hundreds of local dialects. Consequently, it also features a rich 

variety in regional cultures (such as dance, e.g., Saman dance), in house architecture 

(e.g., Joglo, Toraja), in handicrafts (e.g., Bali, Papua) and in foods (e.g., rendang, nasi 

goreng) (Indonesia's Official Tourism Website, 2011b). Some of Indonesia’s cultural 

heritages received recognition from the United Nations Educational, Scientific and 

Cultural Organisations (UNESCO) in the form of Borobudur and Prambanan Temples, 

traditional cloth (batik), shadow puppets (wayang kulit), bamboo musical instruments 

(Angklung), and traditional dagger (Keris) (UNESCO, 2012). These culturally diverse 

objects and artefacts are reflected in the Indonesian national motto, ‘unity in diversity’, 

and result in the tourism policy in Indonesia being based on its regional culture (Picard, 

1997). For example, there are artistic missions to represent Indonesian culture to the 

world by making cultural exhibitions abroad (e.g., dance performances, handicrafts and 

food exhibitions) (Picard, 1993).  

 

From the descriptions above, it can be concluded that Indonesia’s unique cultural 

features create opportunities for hotels to differentiate themselves from their 

competitors by combining their services with cultural events (e.g., organising dance and 

musical performances, or serving local foods). By providing these culture-related 

activities, hotels may attract more customers, which ultimately may improve income. 

Further, the internal business processes of hotels may be improved, resulting in the 
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provision of better service facilities that link customers into the cultural activities. These 

culture-related activities also require staff who have knowledge about the local culture 

and who can create cultural packages to attract customers. Hotels may improve their 

social performance by conducting these culture-related activities as they cooperate with 

the local community to maintain the local culture; hotels may also improve their 

environmental performance by using cultural (i.e., music, dance, art) performances to 

promote environment-related activities. In conclusion, it is valuable to understand how 

hotel managers manage their company − through financial, customer, internal business 

process, learning and growth, and social and environmental aspects − to achieve 

performance that supports their sustainability in Indonesia’s highly competitive business 

environment, particularly by taking advantage of the country’s unique culture to 

improve their competitive value.   

 

From the discussion above, it is argued that there is a lack of research in the area of 

company sustainable performance, particularly in the hotel industry. In examining the 

hotel industry in Indonesia, the present investigation uses the Sustainable Balance 

Scorecard (SBSC) approach to study hotel sustainable performance, as this approach 

helps managers to identify the sustainable key performance factors and compare these 

factors to the company’s strategic objectives (Epstein & Wisner, 2001; Figge, et al., 

2002). The SBSC comprises five perspectives: financial, customer, internal business 

process, learning and growth, and social and environmental (Epstein & Wisner, 2001; 

Figge, et al., 2002); that is, it adds social and environmental into the original BSC’s 

four perspectives. The results of this study will provide an understanding for Indonesian 

hotel managers to better maintain their hotel performance, leading to their sustainability. 

 

Each perspective of SBSC is briefly explained as follows (Gil, Jimenez, & Lorente, 

2001; Kaplan & Norton, 1992, 1996, 2004b): 

• Financial performance, a lag indicator, represents the long term goal of the 

organisation, which is to provide superior returns based on the capital invested in 

the unit.   

• Customer-related performance covers the customers and market segments in which 

companies have chosen to compete.   

• Internal business process-related performance focuses on the processes that are most 

critical for achieving customer and shareholder objectives. 
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• Learning and growth-related performance describes how the people, technology and 

organisational climate combine to support the strategy. It serves as the lead indicator 

for internal business process, customer, and financial performances.  

• Social and environment-related performance describes company participation in 

resolving social problems and company policy and strategy to protect the 

environment. 

3.2  Hypotheses Development 

This section describes the bases on which hypotheses were developed. The discussion is 

presented under the headings (a) Competitive strategy and strategic alliance, (b) 

Competitive strategy and managerial use of MAS information, (c) Strategic alliance and 

managerial use of MAS information, (d) Competitive strategy and hotel sustainable 

performance, (e) Strategic alliance and hotel sustainable performance, and (f) 

Managerial use of MAS information and hotel sustainable performance.  

 

3.2.1  Competitive Strategy and Strategic Alliance 

Competitive strategy is required by a company in order to establish a profitable and 

sustainable position to face its competitors, especially in a highly competitive market 

(Porter, 1980; Zhao & He, 2008). Competitive strategy can be applied by delivering a 

greater value to customers, even at a premium price (Porter, 1980). For example, a 

luxury hotel such as Ritz Carlton has a competitive strategy by offering luxury service 

and facilities to high class customers. Although these customers have to pay a high price 

to stay at this hotel, they are willing to do that because they want to enjoy its luxurious 

service and facilities. Therefore, it can be concluded that Ritz Carlton has found its 

competitive advantage over its competitors by delivering the greater value to its 

customers. As a result, this hotel is able to maintain its position in the market.  

 

There are various options about how a company can employ a strategy that delivers 

greater value to its customers, and so gain a competitive advantage. However, 

sometimes companies do not have enough resources to do it alone. According to 

resource-based view theory, resources are “ those (tangible and intangible) assets which 

are tied semi-permanently to the firm.” (Wernerfelt, 1984, p. 172). Based on this 

perspective, a company can engage in strategic alliance with other companies in order to 

integrate their resources and gain greater value from the integration (Das & Teng, 

2000). In the hotel industry for instance, hotels need transport industries such as airlines 



Chapter 3 – Literature review and hypotheses development  

34 

or car companies to transport customers from and to hotels. Hotels also need travel 

agents to import customers. By a hotel’s engagements in strategic alliance with the 

transport industry and travel agents, customers may benefit from an effective 

reservation system because they can arrange everything at one place (i.e., a travel agent) 

to order transport and accommodation at the same time. This means that hotels provide 

a greater value to their customers by engaging in strategic alliance with these other 

industries and agents. Thus, understanding the benefits of a competitive strategy may 

influence a company to engage in more strategic alliances. 

 

A study by Joshi et al. (1998) has provided empirical evidence that prospector-type 

firms (innovative, with greater focus on differentiation) engage in the largest number of 

alliances in comparison to defender, analyser, and reactor-type firms (See Section 3.1.1 

for further explanation about prospectors, defenders, analysers, and reactors). Based on 

a study of a US telecommunication industry, these researchers found that prospector-

type firms were the most active in forming strategic alliance compared to defender, 

analyser, and reactor-type firms. This may occur because managers in prospector-type 

firms tend to engage in strategic alliance more than managers in defender-type firms. 

Prospector firms place a high emphasis on product innovation and new market 

development; consequently, this motivates managers to actively search for partners who 

may have the needed resources in order to keep up with customer demand and market 

development. For example, a prospector that is expanding its business into another 

country may engage in a strategic alliance with a local company. This strategic alliance 

may add value because the prospector firm can then gain better access to the new 

market through its alliance partner. Hence, to adopt a more competitive strategy a 

company may need to engage in more strategic alliances. However, the Joshi et al. 

(1998) study used Miles and Snow’s (1978) typology which might not be appropriate in 

the Indonesian hotel industry context because it has been criticised as having ambiguous 

intentions and cannot explain strategic behaviours thoroughly (Abernethy & Lilis, 1998; 

Chapman, 1997; Langfield-Smith, 1997) (See Section 3.1.1 for further explanation).  

 

The literature review revealed very little in the way of studies that analyse the effect of 

differentiation strategy on the strategic alliance in the hotel industry context, particularly 

in developing countries such as Indonesia. Such analysis may provide a valuable insight 

on whether differentiation strategy has an effect on strategic alliance. However, 

competitive strategy has been applied in the hotel industry to relieve pressures in the 
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highly competitive market. For example, Becerra et al. (2013) found that hotels are 

likely to use competitive strategy in the form of differentiation as an answer to the 

competitive pressure to reduce prices. Based on data collected from Spanish hotels, they 

also revealed that hotels with vertical differentiation (i.e., competing along a one-

product dimension that was valued similarly by all customers, such as overall hotel 

quality) were considered to be more ready to cope with the increased competition from 

its rivals than were hotels with horizontal differentiation (i.e., offering a unique 

combination of product features that satisfied the needs of a specific customer segment).  

 

Other studies also found the use of competitive strategy in the form of differentiation in 

the hotel industry. For example, a study by McCaskey and Symes (2004) described a 

differentiation strategy that focused on customer satisfaction, applied by a budget hotel 

leader in the UK. This hotel applied a 100% satisfaction guarantee to customers that the 

hotel would return their money unconditionally, if they were not satisfied with its 

products or service. As a result, room occupancy increased because customers were 

happy with this guarantee. Moreover, the hotel’s trading position with its key suppliers 

(e.g., its laundry service) also increased as these suppliers also had to be prepared to 

reimburse the hotel for any refund it had made, based on the suppliers’ error. Hence, 

hotels need to maintain more intensive contacts with their suppliers while giving high 

quality service to their customers. This means that a hotel needs greater engagement in 

its strategic alliance. 

 

Jonsson and Devonish (2009) revealed that hotels in Barbados recognise the need to  

provide a high quality service through their differentiation value rather than the need to 

remain cost competitive. Based on 35 samples, they also suggested that hotels in the 5- 

star and higher categories place more emphasis on quality service and performance 

compared with 1- star hotels. Another study by Bordean et al. (2010) found that some 

hotels in Romania were pursuing a differentiation strategy as these hotels concentrated 

on offering unique products and services to attract customers. All of these studies 

(Becerra, et al., 2013; Bordean, et al., 2010; Jonsson & Devonish, 2009; McCaskey & 

Symes, 2004) revealed that hotels are familiar with the application of competitive 

strategy in the form of product differentiation. However, none of these studies analysed 

the effect of competitive strategy on strategic alliance. Strategic alliance may help a 

hotel to improve its quality, especially in the case where the hotel lacks knowledge 

about superior hotel quality. By engaging in strategic alliance with a partner that has 
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knowledge of and experience with product quality, a hotel may also improve its product 

and service quality, and therefore gain more value to help it maintain its competitive 

strategy. As this relationship is important and needs to be further investigated, it was 

analysed as part of the current study. 

 

The above discussion clearly indicates the need for a hotel to have some specific value 

that can distinguish it from its competitors. This is particularly important for hotels 

operating in an emerging market like Indonesia where most of the local companies 

experience a lack of financial resources, knowledge or technology to compete with their 

international-rivals; consequently, they are motivated to engage in strategic alliance 

(Sitawati, 2004). This need for strategic alliance has been reported also for companies 

including hotels outside Indonesia. Again, hotels may lack their own resources to have 

competitive strategy, and the hotel manager may get motivated to engage in strategic 

alliance. Especially in the highly competitive market, a company may find it is difficult 

to survive without engaging in strategic alliance because it has lower profits and limited 

chances to conduct product differentiation alone (Eisenhardt & Schoonhoven, 1996). 

For example, a local hotel manager may need to keep up with the latest developments in 

information technology (IT) in order to improve the hotel’s operational efficiency. 

However, a manager who has limited knowledge and skill in IT matters may engage in 

a strategic alliance with another party to educate hotel staff about current trends in IT 

including the required software. As a result, hotel staff will be familiar with the current 

technology to improve customer service; this means that the hotel is able to deliver a 

greater value to its customers. Therefore, it can be argued that applying a stronger 

differentiation strategy may motivate a hotel manager to improve his/her engagement in 

strategic alliance. The following hypothesis is derived from these arguments. 

 

Hypothesis 1 : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its engagement in 

strategic alliance. 

 

3.2.2  Competitive Strategy and Managerial Use of MAS Information 
Porter (1985) stated that, in general, the formulation of a clear set of strategic priorities 

is recognised as an important aspect of effective management. Particularly in the global 

environment where competition is becoming more intense, a competitive strategy is 

required as there is need for greater adaptability and flexibility (Ghobadian, O'Regan, 
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Viney, & Gallear, 2004; Volberda, 1996). This means that developing a good and 

workable strategy is crucial for improving the probability of success of company 

performance.  

 

Simons (1987) stated that companies following certain types of strategy will employ 

accounting systems differently, based on the strategy being followed. Companies facing 

different environments will employ different strategies. To win in the market, hotels 

operating in an emerging and competitive market like Indonesia’s need to apply a 

strategy that differentiates them from their competitors. In order to find the proper 

strategy, hotel managers need information that can help them to decide and conduct 

relevant actions in facing strong competition. In this case, hotel managers may need 

information related to their competitors so that they can devise a special, different 

package that will attract customers in a different and more interesting way. This 

competitor-related information can be obtained from MAS. Therefore, MAS 

information is influential for maintaining hotel competitive strategy.  

 

An earlier study by Mia (1993) provided evidence of the indirect relationship between 

managers’ Perceived Environmental Uncertainty (PEU) and their performance with the 

use of MAS information as a mediating variable. This means that in a more uncertain 

environment, managers will use MAS information more intensively, which will then 

lead to improved managerial performance. Hence, managers need more MAS 

information. This may be because a highly uncertain environment requires managers to 

be flexible and innovative, and be able to deal with any problems (Mia, 1993). By using 

MAS information, managers are able to learn about current problems, outcomes 

(feedback) and opportunities, leading to appropriate decision-making (Ferris & Haskins, 

1988). However, Mia (1993) did not include competitive strategy in the study; 

therefore, the impact of the strategy on the relationship is not known. 

 

Previous studies showed that companies with a differentiation-focused strategy tend to 

use MAS information more intensively because they need to provide a quick response 

to market changes (Abernethy & Guthrie, 1994; Simons, 1987). For example, 

Abernethy and Guthrie (1994) tested the relationship between MAS information and 

performance for prospector-type (innovative, more focused on differentiation) and 

defender-type (less innovative, more focused on cost leadership) firms. From the results 

of two Australian corporations it can be concluded that MAS information will have a 
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more positive effect on performance in prospector-type firms than in defender-type 

firms. This may happen because managers in prospector firms are likely to use MAS 

information more than managers in defender firms. Prospector firms are proactive in 

seeking opportunities to develop new products and services, which encourages 

managers to closely monitor their external environment. As a result, managers in 

prospector organisations require information related to changes in customer demand and 

competitor market strategy; these are two factors external to the firm (Simons, 1990). 

Another study in the Australian manufacturing industry by Chong and Chong (1997) 

revealed that strategic business unit (SBU) strategy has a significant relationship with  

MAS information. They found that resulting from higher perceived environmental 

uncertainty, prospector-type SBU managers are likely to use MAS information more 

than managers of defender-type SBU. Boulianne (2007) reported similar results, that 

prospector-type company managers make more intensive use of MAS information 

compared to managers of defender-type companies. Naranjo-Gil and Hartmann (2007), 

too, state that prospector-type company managers make more intense use of MAS 

information. Further, Khan et al. (2010) revealed that the more a company pursued 

prospector strategy, the more the manager would use financial and non-financial 

performance measures, as provided by MAS information. However, these five studies 

(Abernethy & Guthrie, 1994; Boulianne, 2007; Chong & Chong, 1997; Khan, et al., 

2010; Naranjo-Gil & Hartmann, 2007) used Miles and Snow’s (1978) typology, which 

may not be appropriate in the context of the Indonesian hotel industry, as explained in 

Section 3.1.1. Further, Chong and Chong (1997) conducted their study at the SBU level, 

while the current study is applied at the organisational level. 

 

The current study uses Porter’s typology to conceptualise competitive strategy. This is 

consistent with Kald’s (2000) suggestion that the Porter typology is more focused on 

how the company can achieve competitive advantages over its competitors. 

Consequently, strategy explained in the Porter typology may be able to provide a better 

explanation about the specific extent of the managerial use of MAS information under a 

specific strategy (Dermer, 1977; Otley, 1980). 

 

Chenhall and Langfield-Smith (1998) reported that companies applying a differentiation 

strategy are likely to gain benefit from management accounting techniques such as 

benchmarking. Using benchmarking, managers may improve their current performance 

by learning from competitors’ experience. This is imperative for a company that is 
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actively seeking opportunities for being different in the market. However, Chenhall and 

Langfield-Smith (1998) provided no empirical evidence to support the argument that 

differentiators may need more intensive use of MAS information than those with less 

differentiation. As competitor-related information − which becomes the foundation for 

conducting benchmarking − can be obtained from MAS, a study analysing the effect of 

differentiation strategy on the managerial use of MAS information will be useful. 

 

Bangchokdee’s (2008) study of the Thai manufacturing industry provided empirical 

evidence that the more a company becomes a differentiator, the more the manager uses 

MAS information. However, all the above results from the manufacturing industry 

cannot be generalised to the hotel industry because these two industries have different 

characteristics (Harris & Brown, 1998; Mia & Patiar, 2001; Winata & Mia, 2005). For 

example, hotel managers have to conduct more personal interactions with customers 

compared to managers in the manufacturing industries. Therefore, business strategies in 

the hotel industry are more likely to emphasise customisation of services, which cannot 

be standardised or mechanised. Examples of differentiation strategies that may be 

applied by hotels are service innovations, superior customer service, creative advertising 

or better supplier relationships leading to better service (Bordean, et al., 2010). 

 

Bordean et al. (2010) argues that Porter’s typology can be used to explain the current 

strategies applied by the hotel industry in Romania. Furthermore, other researchers 

suggested that applying only a cost leadership strategy may not guarantee hotel 

sustainable performance in the long-term (Kandampully & Suhartanto, 2000; 

Lee et al., 2003). For example, Kandampully and Suhartanto (2000) suggested that hotel 

image and customer satisfaction influence customer loyalty, which leads to better hotel 

performance. Another study by Lee et al. (2003), indicated that technology-supported 

service may have a positive impact on customer loyalty as the hotel’s ability to provide 

this service may meet customer needs. In conclusion, hotels need to be innovative and 

find their own competitive advantage to survive in the highly competitive market. 

Because of this strong competition, hotel managers need information to monitor their 

competitors’ actions closely so that they can make accurate decisions to continually 

sustain their hotel. This information related to competitors’ activities may be obtained 

from MAS (Chenhall & Morris, 1986). Therefore, it can be argued that the more hotels 

apply a differentiation strategy, the more extensively managers are expected to use 

MAS information.  
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The above discussion suggests that hotels need to be unique in a highly competitive 

market to make themselves different from their competitors. In this case, hotels require 

MAS information. By gaining the appropriate information in time, managers may have 

a better chance to make appropriate decisions leading to the success of their hotels. For 

example, hotels may need information resulting from a customer expectation survey 

about what customers want related to the hotel service facility. In response, some hotels 

provide Wi-Fi (wireless fidelity or wireless network for Internet connection) as a value-

adding tool to distinguish them from other hotels (Bordean, et al., 2010). The Wi-Fi 

enables some devices such as computers or smartphones to connect to the Internet, thus, 

making it easier for guests who expect to communicate through the Internet for either 

personal or business purposes. This is very important for the differentiation-focused 

hotels that want to be unique. Therefore, it can be argued that the more a hotel employs 

a differentiation strategy, the more its managers will use MAS information to help them 

make more accurate decisions. The present study will benefit hotel managers in 

Indonesia by helping them to choose an appropriate competitive strategy to survive in 

this highly competitive market. This discussion leads to the formulation of 

Hypothesis 2.  

 

Hypothesis 2 : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its managerial use of 

MAS information. 

 

3.2.3  Strategic Alliance and Managerial Use of MAS Information 
An effective strategic alliance depends on the formation process and management of the 

alliance (Doz, Olk, & Ring, 2000; Glaister & Buckley, 1996; Ireland, et al., 2002). In 

order to find out the best practice in achieving an effective strategic alliance, managers 

need to use information from the management accounting system (Anderson & 

Sedatole, 2003). This information is not limited to financial data but also includes non-

financial data such as market share and customer satisfaction. For example, hotel food 

and beverage (F&B) department managers (including their subordinates) may require 

direct contact with customers to prepare and deliver the meal either in the restaurant or 

the customers’ rooms. By having this close relationship, the F&B staff can gather more 

information about customer needs or customer expectations of the menu. Customer-

related information can be considered as an example of MAS information (Chenhall & 
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Morris, 1986). The more intense the effort by a company to forge an effective strategic 

alliance (i.e., with its suppliers or customers), the more managers will use MAS 

information.  

 

Hakansson and Lind (2004) conducted a case study in the Swedish telecommunications 

industry between Ericsson and Telia to identify how accounting may have an impact on 

the strategic alliance between these two companies. The alliance referred to the 

engagement in a software development project and to any services related to this 

project. They found that the existing accounting system had influenced building a 

strategic alliance. They identified that the existing accounting system could not give 

proper information relating to the new integrated activities after the alliance was 

established. As a result, they suggested that these companies needed an accounting 

system that would provide information to support the companies in solving non-routine 

problems, such as handling customer heterogeneity or shaping a cellular system that 

could communicate with the competitors’ systems. As MAS also provided information 

relating to the customer and competitor (Chenhall & Morris, 1986), Hakansson and 

Lind’s (2004) study showed how companies may need MAS information after they 

engage in strategic alliance. However, this study was based on only one case study that 

compared two companies and the authors did not use statistical analysis to test the 

argument; empirical evidence to validate the result would have been beneficial. 

 

Previous studies in the manufacturing industry revealed that in the condition where the 

market environment is changing, it is likely that a company engages in a strategic 

alliance to sustain its position amongst other competitors. For example, Marino et al. 

(2008) found that an emerging market environment like Indonesia’s may affect how 

companies engage in strategic alliance. In emerging markets, companies are more 

vulnerable to a rapidly changing environment due to their lack of knowledge and 

resources. As a response, companies may engage in strategic alliance which may 

improve hotel sustainable performance by enhancing company skills, securing 

resources, distributing risk, giving access to new markets, or increasing reputation 

(Varadarajan & Cunningham, 1995). It is imperative for companies to monitor their 

alliance after engaging in strategic alliance, and managers may use MAS information 

for this purpose. For instance, strategic alliance engagement with suppliers allows 

companies to have better supplier−buyer communication. Both parties benefit from the 

information shared between them as managers can monitor the progress of the 
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production process; this may minimise defective products and avoid delay, leading to a 

more efficient production process (Lo & Yeung, 2004; Monczka, Petersen, Handfield, 

& Ragatz, 1998; Zaheer, McEvily, & Perrone, 1998). MAS information provides 

information related to non-financial aspect including products and production process. 

Hence, it can be argued that companies that engage in strategic alliance will make 

intensive use of MAS information. As the manufacturing industry focuses more on the 

production process while the hotel industry emphasises human resources, the type of 

required MAS information might be different. 

 

The application of strategic alliance in the hotel industry can have various impacts. The 

positive impacts result from the mix of companies’ resources, companies’ culture and 

companies’ functions, which, in turn, makes hotels stronger (Morrison, 1994). One of 

the most common motives of engagement in strategic alliance in the hotel industry is to 

gain market share (Olsen & Roper, 1998). For example, hotels may conduct alliance 

with tour operators (hotels’ suppliers) to offer a one-stop reservation system for their 

customers (Ozturen & Sevil, 2009) or use their competitor-partner to extend their 

market to a new market (Chathoth & Olsen, 2003). In order to improve their market 

share, hotel managers require MAS information which contains market- or customer-

related information. However, studies analysing the effect of strategic alliance on the 

managerial use of MAS information are very limited. The present study aims to reveal 

how strategic alliance in the hotel industry may have an impact on the managerial use of 

MAS information. The results may advise hotel managers on how to make proper 

strategic alliance supported by MAS information, leading to a better sustainable 

performance. 

 

MAS information helps to support managers in making decisions relating to long-term 

alliance (Anderson & Sedatole, 2003). Therefore, the present study argues that the more 

hotels engage in strategic alliance, the more intensive use of MAS information 

managers will make. This may result from the more complex decision-making required 

from a manager after strategic alliances have been established. For example, after 

forming alliance, companies may have accounting problems such as allocating the 

operating costs among partners after they provide services collaboratively (Amigoni, 

Caglio, & Ditillo, 2003). Therefore, managers need MAS information in order to make 

the appropriate cost allocation decision for all parties involved. This study is 

particularly important for hotels operating in an emerging market like Indonesia’s, 
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where most of the local companies may experience a lack of financial resources, 

knowledge or technology to compete with their international rivals. This condition 

motivates local companies to engage in strategic alliance to face their international 

competitors (Sitawati, 2004). Hence, it can be argued that while it is imperative for 

Indonesian hotels to engage in strategic alliance, the managerial use of MAS 

information might increase after the alliances have been established. Hypothesis 3 is 

formulated from this discussion. 

 

Hypothesis 3 : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its managerial use of 

MAS information. 

 

3.2.4  Competitive Strategy and Hotel Sustainable Performance 
The hotel industry in Indonesia has been recovering after the financial crisis in 1998 due 

to the more stable political and economic situation (Biro Pusat Statistik Indonesia, 2012; 

World Bank, 2010). Indonesia has invited increasing numbers of investors to build 

hotels in Indonesia and attract more tourists. As a result, the market is more competitive 

and the risk of losing customers is very high if hotel managers do not respond 

accurately to customer needs and preferences. This condition requires hotels to be aware 

of their competitors’ strategies to attract customers and keep their sustainability in the 

market. In order to win in this market, hotels need to have a competitive strategy. 

 

Research on business strategy in the hospitality industry is important so as to provide 

guidance to managers in responding to the rapidly changing environment in the hotel 

industry in Indonesia. Okumus (2002) raised concerns about the lack of studies relating 

to strategies in the hospitality industry. He argued that it might be due to the limited 

number of hospitality schools and researchers in the world. It may also be due to using 

competitive strategy models from the manufacturing industry, which have different 

characteristics compared to the service industry (Chathoth & Olsen, 2005). It is argued 

that continuing research focusing on the relationship between competitive strategy and 

sustainable performance in the hotel industry is required. 

 

Having a clearly defined competitive strategy is required to maintain the sustainable 

performance. However, previous studies on business strategy focused mostly on 

financial performance (Dess & Davis, 1984; Dev & Olsen, 1989; Hambrick, 1983; 
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Helms, et al., 1997; Miller & Dess, 1993; West & Olsen, 1988). For example, Hambrick 

(1983) used return on investment as a financial performance measurement; Dess and 

Davis (1984) used annual sales growth and return on total assets; West and Olsen 

(1988) used return on sales, return on assets and growth in unit sales; Dev and Olsen 

(1989) used profitability ratio; Miller and Dess (1993) used return on investment, cash 

flow, sales growth, and market share; and Helms et al. (1997) used return on investment 

and sales growth relative to market share. In a more recent study, Chathoth and Olsen 

(2005) proposed a model to test Porter’s generic strategies in explaining the relationship 

between competitive strategy dimensions (i.e., cost leadership and differentiation) and 

business unit performance (i.e., return on sales, return on investment, cash flow from 

operation per room, operational measures of performance, revenue per available room, 

and yield) in the hotel industry. They argued that hotels (classified into economy, 

midscale, upscale and luxury hotels) can use Porter’s typology of competitive strategy, 

which is based on the product and service value that a company can offer in the market 

(Porter, 1980, 1985). All these studies focused on company financial performance only.  

 

If managers focus merely on financial performance, they may be unable to fully identify 

the effect of competitive strategy on other aspects (i.e., non-financial) of performance 

(Kaplan & Norton, 1992). The nature of non-financial performance for a more 

differentiator company was also stated by Simons (1987). By emphasising non-financial 

performance, a company may ultimately improve its organisational performance 

(Hoque, 2004, 2005). In view of this idea, Garrigos-Simon and Marques (2005) tested 

the relationship between strategic orientation and a company’s financial and non-

financial performance (profitability, growth, stakeholder satisfaction and competitive 

position) in the Spanish hospitality industry. They used Miles and Snow’s (1978) 

typology. However, as explained earlier in this paper, using that typology may not be 

appropriate as conflicting results have been reported in previous studies (Garrigos-

Simon & Marques, 2005; Zahra & Pearce, 1990). 

 

An extensive review of the literature revealed that few studies have investigated the 

relationship between competitive strategy (based on Porter’s typology) and company 

performance which including both financial and non-financial (customer, internal 

business process, and learning and growth) indicators. For example, Bangchokdee’s 

(2008) study was in the manufacturing industry, which may not generalise to the hotel 

industry due to the different characteristics between the two industries (See Section 
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3.1.4. for further explanation). Amoako-Gyampah and Acquaah (2008) also investigated 

the relationship between competitive strategy based on Porter’s typology and 

performance in Ghana’s manufacturing industry. However, they used only sales growth 

and market share to measure company performance. A study that includes more 

financial and non-financial indicators would be valuable. Moreover, both studies did not 

include the social and environmental aspects of company performance.  

 

The literature has also failed to reveal studies analysing the relationship between 

competitive strategy and hotel sustainable performance based on five dimensions 

(financial, customer, internal business process, learning and growth, and social and 

environmental). Companies need to integrate these five performance dimensions into 

their business strategies to achieve short- and long-term success (Harmon, Bucy, 

Nickbarg, Rao, & Wirtenberg, 2009). The results of such a study would help managers 

to evaluate the current competitive strategy options and select the best one for their 

company, leading to their company’s sustainability (Porter & Kramer, 2006). The 

present study contributes to the current literature by providing empirical evidence about 

how the competitive strategy used by Indonesian hotels may affect hotel sustainable 

performance including the five indicators: financial, customer, internal business process, 

learning and growth, and social and environmental. The current study empirically 

investigates the proposition. These five indicators will now be discussed in detail. 

 

3.2.4.1  Competitive Strategy and Hotel Financial Performance 

The following section describes the development of financial performance hypotheses. 

The testing of the hypothesis is discussed in Section 4.5.1. Hotel Sustainable 

Performance (HSP) (see Table 4-8 HSP Instruments). The four financial performance 

indicators that will be used are net profit ratio, revenue growth rate, return on assets, and 

occupancy rate. 

 

A competitive strategy requires a company to be able to differentiate itself from its 

competitors (Porter, 1980, 1985). A company has to have something unique with a 

premium price. By its uniqueness, a high differentiator may be able to earn good profit 

because of the premium price for its innovative product (Kotha & Vadlamani, 1995; 

Porter, 1980, 1985). The uniqueness of the product and/or service comes from 

something that is valuable to buyers. For example, a luxurious hotel such as the Ritz 

Carlton offers value from its brand, which creates the image of premium service. 
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Customers would like to stay at this hotel because of its strong brand image as a “high 

class hotel” resulting from its deluxe properties or room facilities such as Italian linens, 

marble bathrooms, DVD players and high-speed Internet access (Michels, 2005). Other 

competitive strategies are offered by Marriott resulting from its development of the 

Marriott Automated Reservation System for Hotel Accommodation (MARSHA) in the 

early 1980s (Graf, 2008), by Sheraton resulting from its “home style” hotel rooms 

design, or by Hyatt resulting from its “Gallery” welcoming arrival area where guests are 

personally greeted by the Gallery Host (Zhao & He, 2008). By providing such products 

and services, luxury hotels create a competitive advantage and charge premium prices 

because of the value added from the offered products or services. 

 

Pursuing a competitive strategy often incurs greater costs because uniqueness requires a 

company to perform value added activities better than its competitors (Porter, 1980, 

1985). For example, hotels that provide a specific menu at their restaurant need a highly 

skilled chef, who usually costs more than an ordinary chef. They may also need better 

quality food ingredients to serve their special dishes. However, this does not mean that 

applying a competitive strategy will lead the company to a low profit. Previous studies 

have shown that differentiation may sustain improved financial performance. For 

example, Bangchokdee (2008) found a positive relationship between competitive 

strategy and financial performance in the food processing and electronics industries in 

Thailand. The results indicate that the more a company applies a competitive strategy, 

the higher is the financial performance (i.e., sales growth, operating income, and return 

on investment). However, the results may not be the same for the hotel industry because 

of its characteristics, which are different from those of the manufacturing industry. For 

instance, a hotel may focus on its room occupancy rate to measure its financial 

performance. The room occupancy rate indicates the success or failure in hotel room 

utilisation (Lockyer, 2007). That is, a higher occupancy rate indicates more occupied 

hotel rooms, more customers and therefore, more income. Hence, occupancy rate is 

relevant to measure hotel financial performance.  

 

Some previous studies have suggested that there is no difference in organisational 

performance based on the type of strategy. For example, a study by Jennings et al. 

(2003) revealed no performance difference (measured by earning growth rate, sales 

growth rate, return on investment, and return on sales) between a prospector (more 

innovative, differentiator), defender (more cost leadership), and analyser (mixed both 
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differentiation and cost leadership) company. However, Jennings et al.’s (2003) study 

used samples from six service industries: banking, brokerage, hospital, hotel, insurance, 

and transportation. Analyses focused on a single type of industry may give results that 

differ from those that focus on a different type of industry, due to the industries’ varying 

characters. For example, a differentiator hotel may emphasise a profit orientation and 

apply premium price; this will be different for a hospital that has a more non-profit 

nature. Hence, the differentiator hotel may take more innovative action compared to the 

differentiator hospital. The differentiator hotel can build a luxurious building and 

facility, then ask high prices of its high level customers. The hospital, on the other hand, 

might not apply such an aggressive innovation; it cannot charge its customers very 

much, as health is considered a basic human right. Therefore, a study that focuses on a 

single industry such as a hotel industry may be valuable to confirm the results of 

Jennings et al.’s (2003) study. For instance, a study in the Turkey hotel industry by Avci 

et al. (2011) analysed whether there was a difference in financial performance among 

Miles and Snow’s (1978) four strategic orientations. They found that the prospector-

type hotel outperformed other types (defender, analyser, and reactors) in term of 

financial performance (Avci, et al., 2011). These results need to be validated as the use 

of Miles and Snow’s typology may not be appropriate in the context of the Indonesian 

hotel industry as explained in Section 3.1.1. 

 

Studies in the hotel industry also found that differentiation strategy has a significant 

impact on company financial performance. McCaskey and Symes (2004) conducted a 

study at Whitbread Travel Inn, a leading UK budget hotel. They found that by being a 

differentiator, the Travel Inn experienced an increased profit, an increased occupancy 

level, and a decreased labour turnover. Using its brand, the hotel announced a 100% 

customer satisfaction guarantee (i.e., customers can get their money back) on 8 January 

2001 using mass media including TV. As the first budget hotel to take such an action, 

the Travel Inn succeeded in differentiating itself from its competitors. By doing so, the 

Travel Inn gained a competitive advantage by offering an ‘unequivocal guarantee’, 

which is not easily imitated by its competitors. As a result, this campaign encouraged 

new customers to come while at the same time enriching its long term relationship with 

existing customers. The occupancy level then increased, resulting in improved profit. 

The refund itself cost only 0.39% of the total room revenue, below the 0.50% budget. 

However, this research was conducted in a budget hotel, which is smaller than star-

ranking hotels. Therefore, the results need to be tested in star-ranking hotels to find out 
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if a differentiation strategy has the same effect on the financial performance of such 

hotels. 

 

Sandvik and Sandvik (2003) investigated the impact of the market oriented hotel on 

profitability by studying 298 Norwegian hotels. Companies that focus on the 

differentiation strategy were found to be more market oriented compared to cost 

leadership companies (Narver, Jacobson, & Slater, 1990). Sandvik and Sandvik (2003) 

proposed that hotels should offer a new product with uniqueness (differentiation 

strategy) in order to achieve better profit. By having a unique product, hotels may apply 

premium prices, which are usually accompanied by higher margins. The higher price 

leads to a contribution to company profit. This result needs further empirical evidence 

as it used market orientation as an independent variable and differentiation strategy as a 

control variable. Moreover, the result needs cautious generalisation to a developing 

country like Indonesia, which has a relatively lower income level compared to that of a 

developed country. In Indonesia, hotels may not need to apply a premium price when 

they offer their unique product to customers to maintain a differentiation strategy. 

Unique culture such as food, decoration, or entertainment (traditional dance, traditional 

music) may become an added value to attract customers and differentiate a hotel from 

its competitors. For example, as culture becomes the main attraction for some of 

Indonesia’s tourist destinations (Picard, 1993, 1997), hotels in Indonesia may combine 

their accommodation package with cultural events. This package, combined with 

competitive price, may attract customers to stay in a particular hotel rather than another 

hotel that offers only a discounted price. Having more customers means more profit and 

higher revenue for the hotel; accordingly, the financial performance will be improved. 

 

By being a differentiator, a hotel may create customer loyalty (Lee, et al., 2003), which 

may happen in a luxury hotel such as the Ritz Carlton or a budget hotel such as the 

Travel Inn. This results from the unique value offered by hotels that are able to tailor 

their strategy to their target customer (Miller, 1988; Porter, 1985; Zhou, Brown, & Dev, 

2009). Loyal customers have a lower sensitivity to price changes, which provides an 

opportunity for the differentiator to apply premium prices or sell more products at a 

certain price, leading to a higher profit (Porter, 1985).   
 

Zhou, Brown and Dev (2009) conducted a study involving 184 hotel managers from 56 

countries in six continents. They revealed an indirect relationship between 
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differentiation strategy and financial performance (i.e., profit, market share); the 

relationship was mediated by market performance (i.e., perceived quality, customer 

satisfaction). The results indicate that differentiation may improve service quality and 

customer satisfaction (market performance), which, in turn, leads to higher financial 

performance. This study did not analyse the direct relationship between the 

differentiation strategy and financial performance. A study that focuses on the direct 

relationship between the differentiation strategy and financial performance would 

provide a clearer description of how a differentiation strategy may influence hotel 

financial performance. 

 

Indonesia is one of the famous tourist destinations in the Southeast Asian region. For 

example, Bali has won an award for being one of the most beautiful islands in the world  

(Indonesia's Official Tourism Website, 2011a). This island is famous not only because 

of its beautiful nature but also its unique cultural traditions in dance and art (2003). 

Realising this uniqueness, the hotel industry in Bali may use it as a competitive strategy. 

Moreover, hotels need to innovate by applying a differentiation strategy to distinguish 

themselves from their competitors. By being different, a hotel may attract new 

customers who are interested in enjoying the unique value that is offered by the hotel, 

while also maintaining its existing customers. For example, hotels may offer a holiday 

package complete with cultural events to attract customers. Having more customers 

means more income to the hotel. These discussions lead to Hypothesis 4a. 

 

Hypothesis 4a : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its financial 

performance. 

 

3.2.4.2  Competitive Strategy and Hotel Customer-Related Performance 

Porter (1980, 1985) stated that companies need to be innovative to make themselves 

different from their competitors. This is particularly important for the hotel industry 

because hotel products and services have a high risk of being imitated by competitors, 

as these cannot be protected by patents or copyrights (Agarwal, Erramilli, & Dev, 

2003). Therefore, in order to win against other competitors, the key is to continuously 

innovate (Agarwal, et al., 2003). For example, Marriott has become the leader in the 

hotel industry in terms of technology use since it introduced its (Marriott) Automated 

Reservation System for Hotel Accommodation in the early 1980s (Graf, 2008). As a 
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consequence, its leading position in technology application has assisted its performance 

to be better than that of its competitors. Application of the sophisticated reservation 

system created the unique value of Marriott hotels at that time; customers could easily 

book their rooms, which, in turn, enhanced customer satisfaction and attracted them to 

return to the same hotel. The present study uses customer loyalty, market share, 

customer satisfaction, new customer acquisition, and service quality to measure hotel 

customer performance. 

 

Bangchokdee’s (2008) study found a significant positive relationship between 

competitive strategy and customer performance in the food processing and electronics 

industries in Thailand. She used market share, customer response time, on-time product 

delivery, and customer satisfaction in measuring customer-related performance. 

Conversely, another study by Amoako-Gyampah and Acquaah (2008) did not find a 

relationship between competitive strategy and market share in the Ghana manufacturing 

industry. These conflicting results need more study to validate the results. Further, 

caution is needed before attempting to generalise these results to the hotel industry, as it 

has different characteristics compared to those of the manufacturing industry. For 

example, hotel staff needs to provide an instant response to customers’ requests − such 

as in advising which tour package is available for a certain day or which route to take to 

a certain tourist destination − while manufacturing companies’ staff do not have to give 

an equally prompt response. Hence, caution is required in generalising the results from 

the manufacturing industry to the hotel industry. 

 

In the hotel industry, McCaskey and Symes (2004) investigated the impact of the 

differentiation strategy applied by the Travel Inn hotels to gain market share in the UK. 

By having a customer 100% satisfaction campaign (where customers can get their 

money back if they are not satisfied), the Travel Inn attracted both new customers and 

existing customers to enjoy the facility. As a result, room occupancy increased by 2% a 

year after the campaign was announced in 2001, leading to the largest market share in 

2002 (McCaskey & Symes, 2004). As long as customers consider hotel products or 

services to be superior to those of the competitors, hotels may get an advantage from 

their differentiation (Porter, 1985). The results from the study by McCaskey and Symes 

(2004), which were based on one hotel group, need to be confirmed by investigating in 

star hotel groups such as 3- to 5-star hotels.  
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A study of the Turkey hotel industry was conducted by Avci et al. (2011) to analyse 

whether there is a difference in non-financial performance among Miles and Snow’s 

four strategic orientations. The results show that prospector-type (similar to 

differentiation-type) hotels outperformed other strategic orientations (defender and 

analyser) in terms of non-financial performance such as market share and customer 

satisfaction. No reactors were present in their study. However, as explained earlier in 

this paper, using Miles and Snow’s typology may not be appropriate due to conflicting 

results in previous studies (Garrigos-Simon & Marques, 2005; Zahra & Pearce, 1990). 

 

Service quality is the first priority in the hotel industry (Chen, Hsu, & Tzeng, 2011). A 

3-star hotel may provide a higher class of service quality to distinguish itself from 

competitors. For instance, the 3-star hotel may offer a larger room with free use of an 

internet connection, convenient reservation procedures, or ability to provide timely 

problem solving abilities. By applying this high service quality which can usually be 

found in 4- or 5-star hotels, the 3-star hotel may attract customers more than other 

hotels in the same level. Further, high level service may contribute to a better brand 

image that can attract customers. Therefore, service quality is a significant item for 

measuring hotel customer-related performance.  

 

Hotels in Indonesia may use the unique local culture to be different from other 

competitors. For example, a hotel in Bali may offer a special Balinese menu at its 

restaurant. Another hotel in the same area may offer a musical or dance performance 

during dinnertime. Other hotels may use antique architecture to distinguish their 

premises from other hotels in a similar environment. These examples show that hotels 

can create their own value and, distinguish themselves from their competitors, who do 

not provide the same product or service. Customers could have more satisfaction from 

the unique value being offered by the hotel, which might motivate them to return to the 

same hotel in the future. More customers mean a larger market share. It is likely that 

applying a differentiation strategy leads to improved customer loyalty, market share and 

customer satisfaction, thus, improving customer-related performance. Hypothesis 4b 

below formally reflects the above discussion. 

 

Hypothesis 4b : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its customer-related 

performance. 
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3.2.4.3 Competitive Strategy and Hotel Internal Business Process-Related 
Performance 

The third perspective of the SBSC is internal business process performance, which may 

allow managers to identify the most significant factor to achieve customer and 

shareholder goals. In particular, the internal business process consists of three sub-

processes: (1) an innovation process, which is related to identifying the market and 

creating the product or service; (2) an operations process, which is related to building 

the products and services and delivering them; and (3) a post-sale service, which is 

related to support provided to customers after the sale has been made (Kaplan & 

Norton, 1996). The present study focuses on the innovation process; it uses six items to 

measure hotel internal business process performance: customer background information 

compilation, hotel management efficiency enhancement, hotel product’s innovativeness 

and uniqueness, time reduction of operation cycle, time reduction for handling customer 

complaint, and effective problem-solving percentage.  

 

In manufacturing industry, particularly the food processing and technology industries, 

Bangchokdee (2008) found a positive relationship between competitive strategy and 

internal business process performance. Her study listed five internal business process 

items: the number of new products, the percentage of good output to total output 

(production effectiveness), material efficiency, post-sale service quality, and post-sale 

service efficiency. However, the results may not be generalisable to the hotel industry 

because it has different characteristics. For example, the speed of product change in the 

hotel industry is not as fast as in the electronics industry; the hotel industry does not 

focus on a production process as the manufacturing industry does. Therefore, some 

measurement items such as number of new products may not be appropriate for 

measuring internal business process performance in the hotel industry as hotels are not 

required to develop new products each year to win the market, as the manufacturing 

industry must (e.g., electronics industry). 

 

A study by Tavitiyaman et al. (2012) analysed the relationship between competitive 

strategy (focus on brand image, information technology and human resource) and hotel 

performance (financial and behavioural performances) in the US hotel industry. They 

found that the competitive strategy, particularly when linked with human resources 

(HR), has a significant relationship with behavioural performance, and includes the 

different ways of delivering services to customers (which also may represent an internal 
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business process-related performance indicator). Further, they suggested that 

competitive strategies that focus on the HR sector (e.g., investment in HR training and 

development, skilled staff, staff who have the ability to complete tasks effectively) lead 

to a higher level of behavioural performance (e.g., different ways of delivering services 

to customers, customer satisfaction, employee performance). The Tavitiyaman et al. 

(2012) study focused on financial and behavioural performance that includes only one 

indicator of internal business process-related performance (i.e., the different ways of 

delivering services to customers). The current study analyses the effect of competitive 

strategy on internal business process-related performance by employing six 

measurement indicators (See Chapter 4 Section 4.5.4. for further details about these 

indicators).  

 

In the current business environment where customer needs and preferences change 

rapidly (Mia & Clarke, 1999), hotels need to be competitive, which means offering a 

better service to the customer (Orfila-Sintes & Mattsson, 2009). This might come from 

applying a sophisticated customer database system in order to keep quality service for 

repeat customers, for instance. By having a comprehensive customer database system, 

hotels have a better chance to satisfy customers and attract customers to return to their 

hotels. A comprehensive customer database system allows hotel staff to note customer 

preferences and provide individualised service even before the customers’ arrival. This 

system may improve customer satisfaction because customers can obtain personal 

service that exactly addresses their need or preference. For example, customers may be 

given extra pillows in their room or receive a welcome drink of a preferred brand when 

they arrive. This information comes from the customer database which has resulted 

from the employees’ input during a previous visit, and which can be accessed to 

anticipate and satisfy customers when they return. This practice has been applied by the 

Ritz-Carlton hotel to maintain its loyal customers (Zeithaml, Bitner, & Gremler, 2009). 

If hotels can implement this system well with minimum error, they may enhance their 

overall hotel management efficiency, and thus influence customers to come again in the 

future.  

 

Another example of a hotel employing a competitive strategy by using advanced 

technology is the Marriott. This hotel introduced the Marriott Automated Reservation 

System for Hotel Accommodation in the early 1980s (Graf, 2008). The Marriott also 

became the first hotel website to provide information to customers related to room 
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availability and rates of more than 2,400 hotels (Zhao & He, 2008). This system helped 

the hotel to minimise problems that resulted from incorrect reservations. Another 

example of a hotel employing advanced information technology is the Hilton, with its 

technology for self check-in, which allows guests to check into their hotel rooms prior 

to their arrival (Zhao & He, 2008). By applying the competitive strategy using advanced 

technology, these hotels gained a competitive advantage as they created unique value, 

being the first to apply such technology. Moreover, applying an advanced reservation 

system may minimise errors resulting from manual systems and might lead to more 

enhanced hotel management efficiency. As a result, their customers perceived them as 

being better hotels compared to others. This innovation in technology enables hotels to 

speed up their service to customers and to give a proper service according to customer 

needs, thus, improving their internal business process. 

 

Hotels in Indonesia have a better chance to be differentiators because of Indonesia’s 

beautiful natural environment and unique culture. These values may be used by hotels 

to obtain a competitive advantage. For example, hotels in Indonesia may conduct 

differentiation strategy by applying advanced technology for reservation and customer 

database. The customer database may help hotel staff to provide customised service 

based on customer needs. This proper service enhances hotel management efficiency. 

Further, by providing such an innovative service, it helps in reducing customer 

complaint response times and increasing effective problem-solving. In the end, it also 

may reduce the total operation cycle. Therefore, it can be argued that by applying a 

differentiation strategy, the hotel internal business process performance may improve. 

Hypothesis 4c is formulated from this discussion. 

 

Hypothesis 4c : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its internal business 

process-related performance. 
 

3.2.4.4 Competitive Strategy and Hotel Learning and Growth-Related 
Performance 

Being innovative is important for a hotel operating in a competitive environment to 

make it different from other hotels. One key to maintaining this competitiveness is to 

continuously find new ways to improve current products and services. It is imperative 

for companies applying a competitive strategy to have employees who have thorough 

understanding of their daily tasks so they can respond to any situation immediately. By 
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having a better understanding of their tasks, employees are able to make timely and 

appropriate decisions regarding their tasks (Govindarajan, 1988). To be able to have 

these knowledgeable and skilled employees, companies may provide relevant courses 

and other training. For instance, a luxury hotel may want to offer a special menu 

program in its restaurant. To do this, the hotel needs a highly skilled chef who can 

prepare special dishes and who can easily accommodate the changing needs and 

preferences of customers. The manager may provide advanced courses and other 

training to improve the chef’s skills. Hence, skilled employees are important for the 

hotel if it is to employ a competitive strategy. The present study uses the following six 

items to measure hotel learning and growth-related performance: employee satisfaction, 

employee professional ability, employee productivity, employee ability to manage 

emergencies, employee ability to accurately use IT products, and knowledge and 

resource sharing among employees. 

 

A positive relationship between competitive strategy and company learning and growth 

performance has been found by Bangchokdee (2008) in Thailand’s manufacturing 

industry, particularly in the food processing and technology industries. She used three 

items to measure company learning and growth performance: employee efficiency, 

employee satisfaction, and a computerised information system. A study by Neal et al. 

(2005) of 92 UK manufacturing firms found that a company applying a higher 

differentiation strategy tends to use a human-capital-enhancing Human Resource 

Management (HRM) system more extensively than a cost leadership company (Neal, 

West, & Patterson, 2005). The human-capital-enhancing HRM system consists of 

selection, training, performance appraisal, compensation (Youndt, Snell, Dean, & 

Lepak, 1996), and work design (Huselid, 1995). The differentiator companies need 

highly skilled, competent and motivated employees to support the company in 

providing qualified services and innovative products (Guthrie, Spell, & Nyamori, 2002; 

Youndt, et al., 1996). In order to obtain these criteria, the company needs to invest in a 

comprehensive selection, training, performance appraisal and compensation system. 

Highly skilled, professionally competent, and motivated employees are more confident 

in performing their tasks properly. As a result, they may receive a reward for achieving 

a pre-determined or better target. Gaining a reward for good performance may lead to 

the higher satisfaction of employees. Therefore, it can be concluded that a 

differentiation strategy may have an impact on employee satisfaction. However, all the 

previous studies were conducted in the manufacturing industry, which, as explained 
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earlier, may not generalise to the hotel industry (See Section 3.1.4. because of the 

different characteristics between the manufacturing and hotel industries). 

 

McCaskey and Symes (2004) showed that the application of a differentiation strategy 

also has an effect on employee turnover. Based on their analysis, the success of Travel 

Inn hotels in the UK in applying their 100% customer satisfaction campaign has 

decreased employee turnover by 29%. This came about as a result of improved 

employee satisfaction. For example, the training for employees in the above hotel is 

based on the feedback about how they would like to see the design of materials. As a 

consequence, the employees feel more appreciated and have higher motivation to 

participate in achieving company goals (McCaskey & Symes, 2004). However, the 

result was based on only one hotel group (Travel Inn), so more studies are needed to 

generalise the result. 

 

Tavitiyaman et al. (2012) conducted a study of the US hotel industry to analyse the 

relationship between competitive strategy (focus on brand image, information 

technology and human resource) and hotel performance (financial and behavioural 

performances). They revealed that the competitive strategy, particularly related with 

human resource (HR), has a significant relationship with behavioural performance 

including employee performance. Further, they suggested that conducting a competitive 

strategy by prioritising the HR sector (e.g., investing in HR training and development, 

skilled staff, staff who have the ability to complete tasks effectively) leads to a higher 

level of behavioural performance (e.g., different ways of delivering services to 

customers, customer satisfaction, employee performance). They also found a significant 

relationship between competitive information technology (IT) strategy and hotel 

financial performance. However, they found no influence of competitive strategies that 

focus on brand image and IT on behavioural performance, nor the influence of 

competitive strategies focusing on brand image and HR on financial performance. The 

Tavitiyaman et al. (2012) study focuses on financial and behavioural performance 

which includes merely one indicator of learning and growth-related performance (i.e., 

employee performance). The current study analyses the effect of competitive strategy on 

learning and growth-related performance by employing six measurement indicators. 

(See Chapter 4 Section 4.5.4. for further details about the use of these indicators).  
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Based on the above discussion, it can be concluded that hotels need skilled employees 

particularly to apply a differentiation strategy. As hotels in Indonesia are facing intense 

competition − which requires the high capability of employees to understand their daily 

tasks and to immediately respond to any changing situation − hotels need to provide 

relevant courses and other training to improve their employees’ skills. This is more 

important for hotels applying a differentiation strategy rather than those adopting a cost 

leadership strategy. For example, international hotels applying a differentiation strategy 

by being advanced in technology (i.e., having a sophisticated reservation system) need 

skilled employees. Therefore, employees need to attend the relevant training 

programmes provided by hotels. After completing such training, employees have 

improved skills, which help them feel more confident in doing their jobs. This 

confidence leads to greater work satisfaction and may result in lower employee 

turnover, thus, improving learning and growth performance. This discussion leads to 

Hypothesis 4d. 
 

Hypothesis 4d : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its learning and 

growth-related performance. 

 

3.2.4.5 Competitive Strategy and Hotel Social and Environment-related 
Performance 

The hotel industry is one of the largest industries in the world and has a significant 

effect on the environment because of its large water and energy consumption 

(Bohdanowicz & Martinac, 2007). However, its indirect effects on the environment in 

comparison to those of the manufacturing industries, as well as the relative scarcity of  

research on the industry as a whole (Okumus, 2002) resulted in less attention being paid 

to hotel strategies and social-environmental performance. Porter and der Linde (1995) 

propose improving company awareness of environmental issues to improve 

competitiveness. A company needs to undertake innovation by applying either cost 

leadership or differentiation approaches. High costs that result from environmental 

improvements (e.g., training) may be covered by higher savings from other prevention 

activities such as more efficient use of water and lower energy consumption (Molina-

Azorin, Claver-Cortes, Pereira-Moliner, & Tari, 2009). A company may apply a 

competitive strategy by using low energy consumption or recycled products. In a 

tropical country like Indonesia, which does not have a winter season, hotels may use 

solar energy for hot water supplies, decreasing their electricity costs. Hotels can reduce 
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packaging costs by using refillable ceramic containers in bathrooms for liquid soaps and 

shampoos (Sloan, et al., 2009). By engaging in these environment-related actions, hotels 

receive positive recognition from local societies and customers – especially those are 

aware of environmental issues – which project a higher social-environmental 

performance. 

 

Hotels operating in a highly competitive market like Indonesia must innovate to 

maintain their positions in the market by being different from competitors. Hotels 

adopting a differentiation dimension to their competitive strategy are proactive in 

managing their environment by being among the first to apply new products. As a 

response to recent developments in social and environmental performance, differentiator 

hotels may attempt to win a “green” award. They may adopt a new technology related to 

the environment such as energy and water conservation (Bohdanowicz & Martinac, 

2007). Hilton hotel is an example of a differentiation hotel, a pioneer in setting 

environmental performance standards in the industry (Bohdanowicz, 2007). Applying 

an environment-related strategy, hotels gain trust from both employees and customers, 

leading to a better social and environmental reputation (Miles & Covin, 2000). Hotels 

with a poor social and environmental image resulting from an unhealthy and unsafe 

working environment find themselves in a situation where employees lose confidence in 

doing their job and customers lose confidence in using hotel services. It can be argued 

that the more those hotels apply a differentiation strategy by managing their 

environment, the more they improve social-environmental performance. 

 

To be different, hotels should develop unique value. A study by Carmona-Moreno et al. 

(2004) of Spanish hotels reveals that hotels applying more developed environment-

related strategies have a higher level of environmental performance, leading to 

competitive advantage. Hotels that demonstrate greater concern for the environment 

may apply sophisticated waste management policies to garbage and recycled materials. 

Knowledge about how to manage waste becomes a unique value that differentiates a 

hotel. This value becomes a competitive advantage that enables hotels to survive in the 

long-term. The Orchid hotel in Mumbai, India, has demonstrated environmental concern 

since its establishment in 1997. Its architecture was based on environmental awareness 

such as use of natural fiber cement, fertilizer waste for walls, and natural lighting and 

windows to decrease heating and cooling costs (Orchid Hotels, 2011). Until early 2011, 

this hotel was the only hotel worldwide to win over 70 awards in 13 years, including 
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ECOTEL certification, which is awarded to hotels that are environmentally sensitive 

(Orchid Hotels, 2011). This example shows that differentiator hotels like Orchid stand a 

better chance of survival by combining luxury with environmental concern. Another 

study of Spanish hotels suggests that hotels that use extensive operation management 

techniques employ more environmental management practices (Gil, et al., 2001). 

Research suggests that hotels receiving stronger environmental pressures from 

stakeholders employ more extensive environmental management practices.  

 

No study has been found which analyses the effect of applying a competitive strategy 

on social-environmental performance. Having employees who possess environment- 

related knowledge learned during training is one added value for hotels. This also 

means having a competitive strategy. These employees have more experience 

responding to situations related to the environment, such as how to manage hotel waste, 

water, and energy consumption. As a result, hotel environmental performance improves. 

If hotels obey government regulations related to working environments, they are likely 

to be more concerned about the health and safety of their employees (social 

performance). These hotels provide training so employees have a better understanding 

of how to maintain safety in the workplace. Hotels should also support communities by, 

for example, giving donations to natural disaster victims or volunteering for local 

environmental or social associations. By giving such support, hotels improve social and 

environment-related performance. 

 

An extensive review of the literature revealed that no study related to competitive 

strategy and hotel social and environmental performance has been conducted in 

Indonesia. Hotels operating in Indonesia need to follow certain environmental 

procedures, such as obtaining AMDAL (Analisis Mengenai Dampak Lingkungan/ 

Analysis of Environmental Impact) and IPAL (Instalasi Pembuangan Air Limbah/ 

Waste Water Disposal Installation) before they can start business. After establishing 

their business, hotels need to report their environment-related performance to the 

government. Hotels also need to register their employees with the Labor Social Security 

Program (Jamsostek) to secure the employees’ rights to security, safety and welfare 

from their employers (Halim, 2010). Moreover, hotels are required to provide an 

occupational health and safety management system to guarantee a safe working 

environment for their employees. Hence, measuring hotels’ social and environmental 
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performance based on their compliance with the government regulations is relevant in 

the Indonesian business environment.  

 

Particularly for 4- and 5-star hotels, there is a program in Indonesia called the “Green 

Hotel Award” which was launched by the Ministry of Tourism and Creative Economy 

in 2011 (Suara Pembaruan, 2011). Targeting 4- and 5-star hotels, this award has been 

given to hotels that care about the environment and sustainable development. There 

were 24 hotels that received the award of “Green Hotel” in 2011. Of these 24 national 

green hotels, 10 represented Indonesia in a green hotel award competition at the 

ASEAN (Association of South East Asian Nation) level. Thus, this award is an 

incentive that may attract a differentiator hotel to participate, leading to a better image 

as a green hotel (social-related performance), and also to a better environment-related 

performance. 

 

As discussed above, hotels can create social value by giving support to the local 

community; by providing health and safety to their employees; and by obeying 

government regulations relating to social and environmental matters. Hotels can also 

create environmental value by quantifying environmental savings and costs in their 

hotel budgets; by providing training to employees relating to social and environmental 

issues; and by applying energy and water saving practices. By taking such actions, 

hotels will receive positive recognition from the local society: this will increase their 

social performance by improving their reputation. They will also be recognised as 

having done something worthwhile to protect the hotel environment. As a result, more 

customers become aware of the hotel’s reputation and are motivated to prefer that 

particular hotel. All these actions describe hotels’ efforts to be competitive in the 

market. Moreover, hotels applying a differentiation strategy are more likely to pursue all 

these social and environment-related innovative actions compared to hotels applying a 

cost leadership strategy. For example, there are hotels in Bali and Java, which won 

awards for applying high environmental management standards in their business and 

also training local people for employment in nature-based tourism products (Cochrane, 

2009). These differentiators would like to be seen as being different (unique) from other 

hotels with respect to socially and environmentally related positive actions. Therefore, it 

can be argued that applying a differentiation strategy may have a higher impact on 

hotels’ social and environmental performance. The following hypothesis is developed 

from these arguments. 
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Hypothesis 4e : The more a hotel employs a competitive strategy in the form 

of product differentiation, the greater is its social and 

environment-related performance. 

 

3.2.5  Strategic Alliance and Hotel Sustainable Performance 
Competition in Indonesia is becoming intense as it has experienced sound economic 

growth in recent years (Belford, 2010). The tourism industry is also experiencing 

tremendous growth. Data from the Indonesian Central Bureau of Statistics show that the 

number of domestic tourists in Indonesia increased from 10,581,900 in 2007 to 

17,212,700 in 2011, an increase of 62.66% (Biro Pusat Statistik Indonesia, 2012). This 

increase in domestic tourists was also complemented by growth in the number of 

foreign tourists, from 115 million in 2007 to 236 million in 2011, an increase of 105%. 

The hotel average room occupancy rate also increased from 48.36% in 2008 to 52.96% 

by September 2012. In spite of this growth, competition is also increasing (Belford, 

2010) so to take advantage of these developments, it is imperative for local hotels to 

create their competitive advantage to survive in the market. As a response, engagement 

in strategic alliance is likely to provide a good solution. 

 

Research analysing the relationship between strategic alliance and company sustainable 

performance shows various results. Most of the previous studies focused on the effect of 

strategic alliance on financial performance. In the manufacturing industry, for example, 

researchers found that strategic alliance may influence the transaction cost (Lorenzoni 

& Lipparini, 1999); operating income (Hagedoorn & Schakenraad, 1994); and ROI, 

return on sales, and market share growth (Lawson, Petersen, Cousins, & Handfield, 

2009). However, studies by Shrader (2001) and Winata (2005) found no relationship 

between a manufacturer’s engagement in  strategic alliance and its financial 

performance. Some studies suggested that the relationship between strategic alliance 

and financial performance may be mediated by other variables such as managers’ use of 

information technology (Winata, 2005); learning effects (Anand & Khanna, 2000); 

management technique (Draulans, deMan, & Volberda, 2003); alliance competence 

(Lambe, Spekman, & Hunt, 2002); or competitor-oriented strategy (Luo, Rindfleisch, & 

Tse, 2007).  
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The various results concerning the manufacturing industry reported in the studies 

mentioned above motivated the present investigation to apply a similar study in the 

hotel industry as these two industries have different characteristics. For example, the 

hotel industry is a people-oriented industry as it relies on people for delivering its 

product (service) and has a closer relationship with its customers compared to the 

manufacturing industry. Hotel products and services are not standardised; they depend 

on the preferences and needs of customers that are difficult to predict (Winata & Mia, 

2005). They require hotels to engage in alliances with other companies within the 

tourism industry (e.g., airlines, travel agents, tour operators, or even other hotels) to 

provide a better service in order to satisfy the growing sophistication and demands of 

the customer (Pansiri, 2009). Moreover, hotels are a fragmented industry where no 

single hotel has a significant market share; there is high pressure on operating costs and 

the competition within this industry is very intense (Schaffer, 1987). As a result, 

engagement in strategic alliance may assist hotel managers to reduce operating costs 

(e.g., by cooperating with travel agents or tour operators to promote hotel service, thus 

saving marketing costs), and lead to better performance.  

 

According to resource-based view theory, resources are “those (tangible and intangible) 

assets which are tied semi-permanently to the firm.” (Wernerfelt, 1984, p. 172). Based 

on this perspective, a company is engaging in strategic alliance with other companies in 

order to integrate their resources and gain greater value from the integration (Das & 

Teng, 2000). In the hotel industry for instance, hotels need transport industries such as 

airlines and car companies to transport customers from and to hotels. Hotels also need 

travel agents to import customers. By hotel having engagements in strategic alliance 

with transport industries and travel agents, customers may benefit from more-effective 

reservation systems because they can go to just the one place (e.g., travel agent) to order 

transport and accommodation at the same time. This means that hotels provide a greater 

value to their customers by engaging in strategic alliance with transport industries and 

travel agents. 

 

Strategic alliance has become one of the most important means of sustaining company 

growth and competitiveness in the hotel industry (Chathoth & Olsen, 2003) as hotels 

may need to engage in strategic alliance with other parties to meet customer demand 

(Pansiri, 2009). Previous studies have been done to examine the effect of strategic 

alliance on hotel performance. For example, researchers have suggested that strategic 
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alliance may have an effect on financial, managerial, and marketing performance (Boo 

& Mattila, 2002); and on profitability and productivity (Chathoth & Olsen, 2003). 

Preble et al. (2000) suggested that brand alliance might have an impact on hotel profit. 

However, these three studies did not include statistical tests on their propositions. 

Hence, empirical study is required to validate their hypotheses. 

 

Empirical evidence relating to the relationship between strategic alliance and hotel 

financial performance have been found by Espino-Rodriguez and Padron-Robaina  

(2004), and Ozturen (2009). However, they did not test the effect of strategic alliance on 

hotel financial and non-financial performance, which includes social and environmental 

performance. By incorporating these two aspects, hotels might find better ways to 

maintain their sustainability performance (Figge, et al., 2002).  For example, Indonesian 

hotels may engage in strategic alliance with their suppliers in using environmentally 

friendly systems during construction, such as by installing energy-saving lighting, 

water-conserving plumbing fixtures, or air ventilation systems. Such installations reduce 

electricity costs while maintaining the service quality, thus improving hotel financial 

performance. By being environmentally active, local hotels may also be noticed with 

approval by society (i.e., employees, customers) resulting from their compliance with 

government regulations (e.g., maintaining a clean hotel environment), which would 

mean improved hotel social performance. The satisfied customers mean more profit. In 

this case, hotels may benefit from improvements in both environmental performance 

and social performance.  

 

An extensive literature search revealed only one study, by Winata (2005), in the 

Indonesian manufacturing industry context, that examined the relationship between 

strategic alliance and company financial and non-financial (customer, internal business 

process, and learning and innovation) performances. She argued that as Indonesia has a 

collectivist culture where people tend to work in a team (Hofstede, 1980) and trust is 

one of the cultural values of Indonesians (Winata, 2005), then a manufacturer’s 

engagement in strategic alliance is likely to “play an important role in improving 

organisational performance” (Winata, 2005, p. 15). Surprisingly, Winata’s (2005) 

findings suggest that the company’s engagement in strategic alliance has no effect on its 

organisational performance (financial and non-financial perspectives, such as customer 

and learning and innovation performances); however, it does have a significant 

influence on its internal business process performance. She explained that these results 
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may be caused by the Indonesian collectivism value where a company’s engagement in 

strategic alliance is “a common business trait”; hence, it does not provide a competitive 

advantage to a company by doing so (Winata, 2005, p. 209). As a result, engagement in 

strategic alliance may not support a company in improving its performance. She also 

argued that there might be a lack of trust and close cooperation, collaboration and 

communication among Indonesian manufacturing firms, which, in turn, may not support 

strategic alliance relationship with organisational performance. 

 

The results of Winata’s (2005) study may not generalise to the hotel industry. As 

mentioned earlier in this section, the hotel industry characteristic of people-orientation 

may require hotels to engage in strategic alliances with other players in the tourism 

industry to provide a fast and good service that addresses the preferences and needs of 

the individual customer (Pansiri, 2009). Hotels have to give an instant response to their 

on-the-spot customers compared to the manufacturing industry (Winata & Mia, 2005). 

For example, hotel staff need to give an instant answer to their customers when the 

customers ask for information related to a particular tour package, tourist destination in 

the city, flights that are available for certain routes, or accommodation. In order to be 

able to provide these answers to maintain their service quality, hotels may engage in an 

alliance with their suppliers (i.e., travel agents, tour operators or other hotels). By doing 

so, hotels may maintain and improve their service quality. Improved service quality 

may enable hotels to effectively implement their competitive strategy and lead to a 

sustainable relationship with their suppliers and customers. Moreover, a close 

relationship with customers is important for hotels to survive in the highly competitive 

market and maintain their profitability (Kim & Oh, 2004). Thus, managers in the hotel 

industry are more likely to engage in strategic alliance than managers in the 

manufacturing industry. 

 

To the author’s knowledge, no research has been done to analyse the effect of a strategic 

alliance on the financial and non-financial factors, which also include the social and 

environmental perspectives, particularly in the Indonesian hotel industry context. The 

social and environmental indicators are important for providing a more comprehensive 

description to managers about hotel performance. The present study provides a valuable 

contribution by empirically analysing the relationship between strategic alliance and the 

five performance indicators (financial, customer, internal business process, learning and 

growth, social and environmental) in the Indonesian hotel industry. As no study has 
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been conducted to examine the above relationship in the Indonesian hotel industry, there 

is no evidence to conclude whether there is (direct or indirect, positive or negative) a 

relationship between a hotel’s engagement in strategic alliance and its sustainable 

performance in the Indonesian business environment. Although a previous study by 

Winata (2005) in the Indonesian manufacturing industry reported no relationship 

between engagement in strategic alliance and organisational performance (financial, 

customer, learning and growth) − caused by the use of strategic alliance as a common 

business trait rather than competitive advantage − no study has been done to provide 

empirical evidence as to whether the same reason is likely to happen in the Indonesian 

hotel industry. Hence, the present study fills this gap. 

 

3.2.5.1  Strategic Alliance and Hotel Financial Performance 

Conducting a strategic alliance is an important strategy for survival in a highly 

competitive market. For example, a successful strategic alliance may decrease 

transaction costs. This may happen because familiarity between alliance members 

decreases the hierarchical structure, cutting the transaction cost (Lorenzoni & Lipparini, 

1999). Moreover, repeated transactions also potentially lead to lower transaction costs, 

which result in higher profits for the company. Another benefit of conducting strategic 

alliance is that it may result from good brand image, and having a partner with a good 

brand image may bring customers. Famous brand hotels such as the Marriott or Hilton 

have customer loyalty programmes (Canziani, 2008). Hence, using their brand name 

may attract customers more easily. More customers means a higher occupancy rate and 

more income for hotels; thus, a hotel’s financial performance may improve. 

 

Some studies relating to strategic alliance and company financial performance have 

been carried out in the manufacturing industry. For example, Hagedoorn and 

Schakenraad (1994) found that companies focusing on research and development 

alliance have significant influence in higher operating income (Hagedoorn & 

Schakenraad, 1994). However, they focused only on strategic technology alliance. 

Lorenzoni and Lipparini (1999) conducted a longitudinal study in the automatic 

packaging machine industry, which focused on the process of alliance and the ability to 

collaborate. They found that a stable strategic alliance might decrease transaction costs, 

leading to improved profit. Nevertheless, this study was based on only a small sample 

of three Italian manufacturers of automatic packaging machinery. Hence, further studies 

to test this relationship may validate the result. Lawson et al. (2009) suggested that 



Chapter 3 – Literature review and hypotheses development  

66 

having a close alliance with a supplier related to product development may have an 

impact on a company’s financial performance. Data from 111 manufacturers in the UK 

supported their argument that sharing knowledge between alliance partners leads to 

improved product development outcomes, and that financial performance consists of a 

return on investment, return on sales, and market share growth (Lawson, et al., 2009). 

However, the result may not be generalisable to the hotel industry, as hotels have 

characteristics that are different from those of manufacturing industries. The hotel 

industry focuses more on people as it relies on people for delivering its products and 

services while the manufacturing industry focuses more on product development (See 

Section 3.1.4 for differences between manufacturing and hotel industry characteristics). 

As a result, engagement in strategic alliance may be achieved by cooperating with travel 

agents or tour operators to promote hotel services, thus saving marketing costs and 

leading to better performance. 

 

Winata (2005) revealed that there was no positive relationship between the extent of a 

manufacturing firm’s engagement in strategic alliance and its financial performance in 

Indonesia. She argued that this may be caused by the Indonesian cultural characteristic 

of collectivism, where people are more likely to work in a group than individually 

(Hofstede, 1980). In a collectivist society, strategic alliance itself may not be considered 

to be a competitive advantage that improves financial performance. It may happen 

because its competitors also engage in strategic alliance along their supply chain (i.e., 

suppliers and customers). As a result: (1) a company may not get a cheaper price for its 

raw materials, and (2) a company may not get a good selling price for its product. 

Moreover, she suggested that the Indonesian manufacturing companies have insufficient 

“trust and close cooperation, collaboration and communication”, which is required to 

engage in a strategic alliance (Winata, 2005, p. 210). As this study was conducted in the 

Indonesian manufacturing industry, the results need caution when generalising, as the 

manufacturing industry has characteristics that are different from those of the hotel 

industry (See Section 3.1.4 for further explanation).  

 

In the hotel industry, Boo and Mattila (2002) suggested that brand alliance in the hotel 

restaurant context may have an impact on both partners in relation to their financial, 

managerial, and marketing performance. Another study, by Chathoth and Olsen (2003), 

proposed that the use of technology will help the development of a strategic competitor 

alliance, which in turn will improve the productivity and profitability (financial 
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performance) of the allied companies. However, this proposition needs to be statistically 

tested. In a study about the Israeli hospitality industry, Preble et al. (2000) described an 

Israeli partner benefiting from the famous brand of its international partner. The famous 

brand may attract more customers, which in turn enhances company profit. This study 

also needs to be empirically tested to obtain a more reliable and valid result (Zikmund, 

Babin, Carr, & Griffin, 2010). Moreover, the Indonesian hotel industry may have 

different characteristics due to its different cultural and business environment, as it is a 

new emerging market compared to the markets of Israel. For example, Indonesia has a 

unique culture resulting from hundreds of local ethnic groups; these provide the country 

with enormous diversity which is manifested in the hundreds of local dialects and local 

cultures (reflected, for example, in dance, food, musical instruments and handicrafts) 

(Picard, 1997). Hotels in Indonesia may apply elements of this cultural diversity to add 

competitive value and so attract tourists. However, tourists in Israel may have religious 

motivations as the country has some important religious sites for Jews, Christians and 

Muslims (Preble, et al., 2000). Therefore, the results of Preble et al.’s (2000) study must 

be treated with caution when being generalised to the Indonesian hotel industry. 

 

Espino-Rodriguez and Padron-Robaina (2004) stated that the practice of outsourcing 

may have an impact on the financial performance of hotels (return on assets, profit 

margin, and hotel profitability) and on one of the three non-financial performances, the 

hotel activity index. They used indicators such as occupancy rate, extra income per 

room, and number of new products and services to measure the hotel activity index 

(Espino-Rodriguez & Padron-Robaina, 2004). However, they did not find a positive 

relationship between outsourcing and the other two non-financial performances, 

organisational quality and employee welfare. Moreover, their study focused merely on 

outsourcing types of strategic alliance. A study that analyses other types of strategic 

alliance engagements (i.e., vertical and horizontal alliances) is beneficial for obtaining a 

better explanation about the effect of strategic alliance on hotels’ financial and non-

financial performance. 

 

Ozturen and Sevil (2009) conducted a study in North Cyprus to examine the effect of 

hotel collaboration with suppliers and customers on hotel performance. They revealed 

that having high collaboration with customers tends to improve hotels’ net profit 

(Ozturen & Sevil, 2009). Moreover, they suggested that hotel managers considered their 

suppliers as a source to increase their profits by decreasing costs and improving the 



Chapter 3 – Literature review and hypotheses development  

68 

input quality. However, they used only a single indicator (net profit) to measure the 

financial performance. Hence, applying more indicators to measure the impact of 

strategic alliance on hotels’ financial performance would be advantageous.  

 

Concluding the discussion above, it is clear that strategic alliance is a key factor for the 

Indonesian hotel industry to compete in the highly competitive market. By doing this, 

the international partners may derive benefits from sharing knowledge and resources 

with their Indonesian partners (i.e., relating to natural and human resources, Indonesian 

culture, and local markets), and overcome local regulation barriers (Sitawati, 2004). 

Further, their Indonesian partners may benefit from the international brand and its 

advanced technology, such as a sophisticated reservation system. As a result, the 

famous brand name and comprehensive reservation system may attract more customers, 

leading to a higher occupancy rate; thus improving profit. This is because strategic 

alliance may give a competitive advantage to its alliance members so they may obtain 

advantages from each other and decrease competition among themselves (Winata, 

2005), leading to a higher market share (Sarkar, et al., 2001) and more profit 

(Contractor & Lorange, 2002). Strategic alliance also allows hotels to provide more 

services − such as in-house shops, restaurants, travel agents, beauty salons, and a 

medical centre − which increase the hotels’ income. Therefore, it can be argued that 

hotels’ engagement in strategic alliance may lead to a better financial performance. 

Based on the discussion above, Hypothesis 5a is formulated.  

 

Hypothesis 5a : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its financial 

performance. 

 

3.2.5.2  Strategic Alliance and Hotel Customer-Related Performance 

Companies should consider strategic alliance when they enter an emerging market. Peng 

and Heath (1996) analysed the process of state-owned companies to conduct a strategic 

alliance in the emerging socialist countries such as Eastern Europe, the former Soviet 

Republic and China. They concluded that companies operating in an emerging market 

are likely to form external links with other companies in order to obtain proper 

information related to the local business environment, to have access to the required 

resources and to overcome legal issues such as property rights (Peng & Heath, 1996). 

Having this information may support companies in providing better service to 
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customers, thereby resulting in customers returning in the future. However, caution is 

needed if generalising the results to other countries, as this study was conducted in 

state-owned companies in socialist countries, which may have more restrictions 

compared to private companies. 

 

Bucklin and Sengupta (1993) suggested that co-marketing alliance might overcome 

technological uncertainty in the computer and semiconductor industries to support 

companies in developing products to satisfy customers. Sarkar et al. (2001) found that 

companies forming strategic alliance tend to have higher market-based performance in 

the technology company context. They used market share, sales growth, market 

development and product development to measure market performance. However, it 

may not be possible to generalise the results of the manufacturing industry to the hotel 

industry as they have different characteristics (see Section 3.1.4 for difference between 

manufacturing and hotel industries). For example, hotels may not use product 

development − as was used in the study of Sarkar et al. (2001) − to measure customer-

related performance, as hotels do not focus on the production process, as is the case in 

the manufacturing industry. Hence, the product development indicator used in their 

study cannot be applied. 

 

As mentioned in Section 3.1.2, companies engage in strategic alliance for many reasons. 

In the hotel industry, one reason for strategic alliance is to allow the promotion of each 

other’s product (Chathoth & Olsen, 2003). Chathoth and Olsen (2003) gave an example 

of a marketing alliance between Le Meridien and Nikko hotels. These hotels combined 

their assets – sales, marketing, and reservation systems. They also created a one-stop 

booking system for their customers. Moreover, they complemented each other’s 

resources in order to improve customer satisfaction. Le Meridien introduced Nikko 

hotels to its Middle-East customers when Le Meridien conducted a promotion in this 

area, where Nikko does not have properties (AMEinfo, 2001), while Nikko hotels (a 

subsidiary of Japan Airlines) gave Le Meridien a chance to participate in the Japan 

Airlines Mileage Bank loyalty programme. As a result, the number of Japanese 

customers who stay at Le Meridien properties has increased.  By making this alliance, 

both hotels may benefit from improved brand awareness, customer trial and repurchase. 

As a result, they may increase their market share (Chathoth & Olsen, 2003).  
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The empirical study conducted by Ozturen and Sevil (2009) to analyse the relationship 

between hotel collaboration and hotel performance found that collaborating with 

customers and travel intermediaries may have a positive impact on customer 

satisfaction. By having a close relationship with either travel intermediaries or the 

customer, hotels may have better knowledge about customer expectations (Ozturen & 

Sevil, 2009). This is why having strategic alliance may improve customer satisfaction, 

leading to customer loyalty and customer retention. Moreover, they also found that 

collaborating with the customer is the most important step towards increasing the 

quality of hotel products such as customer service. Related to hotel engagement with 

suppliers, Ozturen and Sevil (2009) revealed that collaborating with suppliers is 

imperative in order to improve the quality of hotel products. They stated that good input 

from hotel suppliers such as tour operators is crucial in providing good service to satisfy 

customers (Ozturen & Sevil, 2009). By having a closer relationship with its suppliers, a 

hotel may improve its service quality. For example, hotels may cooperate with a tour 

operator (hotel supplier) to include the hotel’s name in a holiday package. As a result, 

customers need to go to one place only (tour operator) to arrange their holiday, 

including their accommodation. However, it should be noted that customer expectations 

might vary between countries. Therefore, the results need further consideration before 

being extended to other hotels in other countries such as Indonesia.  

 

A study of the Indonesian hotel industry (budget, standard, and premium hotels) 

revealed that “managers tend to over-estimate the customer value they deliver while 

customers under-estimate the customer value they experience” (Nasution & Mavondo, 

2008, p. 211). There was a gap between customer expectation and the hotel’s actual 

performance (Nasution & Mavondo, 2008). The service delivered by Indonesian hotels 

was considered to be below customers’ expectations. The results suggest that hotels 

having higher classification (i.e., standard and premium hotels) provide a higher level of 

customer satisfaction with respect to better service quality. Therefore, it is a good 

strategy if local hotels improve their quality by cooperating with international hotels 

that usually have a good brand image, superior managerial expertise and better customer 

service (Dev, Brown, & Zhou, 2007). Therefore, the present study’s results may extend 

the Nasution and Mavondo (2008) study by adding knowledge about the role of 

strategic alliance in improving customer satisfaction. 
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The former study by Winata (2005) in the Indonesian manufacturing industry reported 

no relationship between engagement in strategic alliance and a company’s customer 

performance. She suggested that this may be because of the geographical factor, in that 

Indonesia is divided into thousands of islands, which may cause communication 

difficulties between alliance partners. Another possible cause is that the Indonesian 

culture of collectivism means that engagement in strategic alliance may not become a 

competitive advantage anymore. However, her findings may not be generalised to the 

Indonesian hotel industry, as this industry needs to cooperate with other parties to meet 

sophisticated customer demand (See Section 3.1.4. for further details). For example, 

manufacturing companies have the choice of whether to engage in strategic alliance or 

to do the whole process of production and marketing by themselves. Furthermore, 

manufacturing companies deal only with suppliers and distributors, and rarely deal 

directly with customers. The tasks are more routine and standardised. Unlike 

manufacturing companies, hotels deal directly with customers, who have different 

requirements and preferences (Winata & Mia, 2005). To give faster and broader 

services, hotels need to be more involved with different types of service companies. 

Hotels may engage in strategic alliance with travel agents and tour operators to speed up 

the customer reservation system. As a result, customers are more satisfied by this 

system because they may save time and cost when reserving a room at hotels. The 

satisfied customers may lead to customer loyalty, so they may come back to the same 

hotels in the future (customer retention). More customers means higher market share. 

Hypothesis 5b is formulated based on these discussions. 

 

Hypothesis 5b : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its customer-related 

performance. 

 

3.2.5.3 Strategic Alliance and Hotel Internal Business Process-Related 
Performance 

The main goal of improving internal business process performance is to allow managers 

to identify the most significant process to achieve customer and shareholder goals 

(Kaplan & Norton, 1996). The internal business process-related performance indicators 

used in the present study are customer background information compilation, hotel 

management efficiency enhancement, hotel product’s innovativeness and uniqueness, 
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time reduction of operation cycle, time reduction for  handling customer complaints, 

and effective problem-solving percentage.  

 

Throughout the world, competition is becoming more intense. The managers of 

companies need to focus on their own company’s core competences in order to maintain 

their sustainability in the market (Prahalad & Hamel, 1990). Cooperating with other 

companies may result in more power in the competitive market, as the alliance partner 

may position itself as a supplier or customer for the product, or even the employee 

(Baum & Oliver, 1991). By having an alliance with suppliers, for instance, companies 

may increase the supply quality, improve product design, deliver efficiency, and avoid 

delay (Lo & Yeung, 2004; Zaheer, et al., 1998).  Furthermore, having a close alliance 

with a supplier is important in the electronics companies as they have rapid technical 

change (Lo & Yeung, 2004). These companies need to monitor new technology 

developments by their suppliers, and make plans together to create a new product. 

Hence, it can be argued that strategic alliance has a positive impact on the internal 

business process performance. 

 

Previous studies in the manufacturing industry pointed out the effect of strategic 

alliance on the internal business process. A study by Monczka et al. (1998) revealed that 

manufacturing companies are likely to conduct strategic alliance for reasons such as 

improving the quality of the material purchased, gaining better access to new process 

technology, reducing time-to-market, and reducing order cycle time. Lo and Yeung 

(2004) suggested that conducting strategic alliance with critical suppliers may improve 

the quality of the process output. They provided a framework for manufacturing 

companies in the Pearl River Delta (PRD) region in Hong Kong to establish a strategic 

alliance (Lo & Yeung, 2004). Lawson et al. (2009) found that sharing knowledge with 

suppliers may lead to improved product development outcomes. Winata (2005) found 

that engagement in strategic alliance has a positive and significant association with 

internal business process performance in the Indonesian manufacturing industry. All 

these studies were conducted in the manufacturing industry, with a primary focus on the 

production process efficiency. The results cannot be generalised to the hotel industry, 

which focuses mainly on people.  

 

The hotel business has to provide fast service directly to the customer, which leads to a 

better internal business process performance. One of the effective indicators for 
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measuring internal business process performance in the hotel industry is the time 

required to complete key processes and tasks such as bookings and the check-in system 

(Denton & White, 2000). In order to decrease the length of time required for a customer 

to place a booking, a hotel may engage in a strategic alliance in its marketing area. For 

example, there is a marketing alliance between seven large hotel brands: Dusit Hotels 

and Resorts; Kempinski Hotels; Landis Hotels and Resorts; Marco Polo Hotels; Omni 

Hotels; Pan Pacific Hotels and Resorts; and The Leela Palaces and Resorts (Chathoth, 

2008). This alliance uses technology as an innovation to create synergy between these 

hotels so they gain better global access to the markets. At the same time, they run a one-

stop Internet website that provides information such as prices and products of all 

member hotels. Some member hotels also recognise other member’s guest recognition 

programmes. Customers may then use their accumulative points at these hotels. As a 

result, customers can make flexible and faster bookings by using this system. Overall, 

this innovation has improved the internal business process of the member hotels.  

 

A study by Espino-Rodriguez and Padron-Robaina (2004) in the Canary Islands hotel 

industry found that an outsourcing type of strategic alliance may improve services so 

that they are better, faster and more efficient. Outsourcing in the hotel industry could be 

for complementary services such as health and sporting facilities, or a laundry service. 

By conducting outsourcing, a hotel can reduce the life cycle of services and add other 

functions to its basic service. As a hotel outsources its laundry activity, for instance, the 

manager has more time to focus on improving customer service activities such as 

providing a faster response to customer complaints. Further, these complementary 

services can be perceived as a value added to the end service by customers. However, 

the Espino-Rodriguez and Padron-Robaina (2004) study focuses only on outsourcing. 

The current investigation extends their study by looking at the influence of all types of 

strategic alliance on internal business process-related performance. 

 

The hotel industry in Indonesia has intense competition. One reason is the increasing 

customer demand (Arsip Berita Indonesia, 2010). This means that hotel managers need 

to have a competitive advantage in order to meet customer expectations, thereby leading 

to enhanced customer satisfaction and attracting more customers. However, due to the 

lack of resources or knowledge, local hotels may engage in strategic alliance to learn the 

required technology or skill from their partners, such as a sophisticated reservation 

system or customer database. As a result, Indonesian hotels may reduce the operation 
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cycle time. It can be argued that after engagement in a strategic alliance, hotels may 

improve their operational efficiency, which leads to a better internal business process 

performance. Hence, Hypothesis 5c is formulated. 

 

Hypothesis 5c : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its internal business 

process-related performance. 

 

3.2.5.4  Strategic Alliance and Hotel Learning and Growth-Related Performance 

Learning from a partner’s knowledge is one benefit of conducting a strategic alliance 

(Preble, et al., 2000). For example, local hotel employees (especially new recruits) may 

have limited know-how, skills and experience related to how to serve customers. This 

may end with customer dissatisfaction, leading to low room occupancy. Realising this 

risk, hotel managers may take the initiative to engage in strategic alliance with training 

consultants to improve employees’ customer service skills and ability. The material can 

be technical (i.e., how to arrange a table for restaurant staff, how to make accurate 

reservations for incoming guests) or non-technical (i.e., how to treat hotel guests in an 

appropriate manner). As a result, hotel employees gain better knowledge, feel more 

confident in doing their job, and thus can perform well. By performing well, employees 

have a better chance to obtain appropriate rewards from their managers, earned by 

achieving predetermined targets. These rewards may lead to greater employee 

satisfaction, resulting in a lower intention to quit (low employee turnover). Hence, it can 

be assumed that strategic alliance may improve company learning and growth 

performance. 

 

Studies in the manufacturing industry have suggested that strategic alliance may have 

an impact on improved employee knowledge as a result of information sharing between 

partners. Having a better understanding of their role may encourage employees to do 

their job better, and thus gain better rewards, resulting in better employee satisfaction 

and lower employee turnover. For example, Lo and Yeung (2004) suggested that 

companies conducting strategic alliance with their suppliers may enhance employee 

involvement in improving product and production process quality. This condition 

resulted from a close buyer−supplier relationship, which may increase communication 

and strategic information sharing activities between employees from both sides relating 

to product quality (Lo & Yeung, 2004). Lawson et al. (2009) suggested that product 
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development managers should facilitate knowledge sharing between the buyer and 

supplier, which may lead to improved product performance. These studies provide 

empirical evidence that strategic alliance has a positive impact on employee skills by 

knowledge sharing between partners.  

 

A case study in construction projects suggested that successful alliance may improve 

organisational performance such as profit and market share (Cheng, et al., 2004). As a 

result of this improved performance, an employee feels more satisfied, leading to 

greater commitment and lower employee turnover. This study stated that there was an 

interdependent process between employee satisfaction and commitment, which enabled 

strategic alliance to endure. The authors proposed a model to explain the relationship 

between strategic alliance and employee satisfaction and commitment, but they 

provided no empirical evidence. Anand and Khanna (2000) conducted a study on 2000 

joint ventures (JVs) and licensing agreements in the US manufacturing industry to 

compare the impact of the learning effect between joint ventures and licensing 

contracts. Results from the multivariate regression analysis showed that the learning 

effect has a significant influence on management alliance. This means that firms 

generate more value as they obtain more experience in the formation of alliance. 

However, this study may be limited to public companies in the manufacturing industry 

that used JV and licensing methods in forming alliance. 

 

There was one study conducted by Winata (2005) in the Indonesian manufacturing 

industry that reported no relationship between engagement in strategic alliance and a 

company’s learning and innovation performance (i.e., number of new products, number 

of new patents, and time to market new products). Winata (2005) suggested that this 

may happen because of the lack of trust and communication between alliance partners 

in the Indonesian manufacturing industry. Another reason was that because of the 

Indonesian collectivist culture, engagement in strategic alliance is already commonplace 

in the Indonesian business environment. Therefore, engagement in strategic alliance in 

Indonesia may no longer be used by companies as a competitive advantage. 

 

Generalisation of this result to the hotel industry needs caution (see Section 3.1.4. for 

more details). For example, strategic alliance in the manufacturing industry may focus 

on improving the production process, while the hotel industry is likely to emphasise the 

development of skills in human resources. Moreover, hotels need to cooperate with 
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other parties within the tourism industry to provide a quality service to their customers 

(Pansiri, 2009). For example, hotels may engage in a strategic alliance with their 

suppliers, such as tour operators, travel agents, airline companies, or even other hotels 

to employ a sophisticated reservation system where customers can make reservations at 

these alliance partners when planning a holiday. Therefore, it is likely that engagement 

in strategic alliance becomes a competitive advantage for hotels to survive in the highly 

competitive market. 

 

Hotels may conduct strategic alliance in order to learn from their partners. For example, 

Preble et al. (2000) proposed that local hotels in Israel might benefit from improved 

staff knowledge resulting from training provided by their foreign partner. Another 

benefit is that local hotels may learn about the comprehensive reservation system owned 

by their international partner (Preble et al., 2000). By being allied, the local hotel gains 

the benefit of learning this knowledge and technology, which may be difficult to obtain 

without a strategic alliance. Unfortunately, these authors did not conduct statistical 

analyses to test their arguments.  

 

A different result relating to the relationship between strategic alliance and employee-

related performance was found by Espino-Rodriguez and Padron Robaina (2004). They 

conducted a study in the Canary Islands hotel industry and revealed that conducting 

strategic alliance through outsourcing did not have an impact on employee welfare 

(Espino-Rodriguez & Padron-Robaina, 2004). Employee welfare was conceptualised by 

personnel remuneration and reward of employees; by job satisfaction and/or employee 

morale; and by stability and growth of employment. It should be noted that this study 

focused on only one type of strategic alliance (outsourcing). Other studies that include 

other types of strategic alliance such as joint venture or licensing would be 

advantageous. Therefore, the present study includes all types of strategic alliance to gain 

a better description of the effect of strategic alliance on hotels’ learning and growth 

performance. 

 

In relation to the condition in Indonesia where customer satisfaction with hotel service 

is relatively lower than managers’ perceptions (Nasution & Mavondo, 2008), it is 

necessary to improve hotel service quality relating to customer expectations and needs. 

Skilful employees are needed to achieve this goal. In response, managers may focus on 

appointing staff who have a customer-oriented attitude and who understand the 
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importance of service quality (Sparks & Weber, 2008). This skill may be obtained from 

induction or training programmes emphasising customer service and service quality. In 

this case, managers may need external partners such as hotel consultants or may need to 

form alliance with foreign partners who are able to provide such staff training. By using 

another party’s expertise, managers benefit by gaining more skilled employees. In the 

end, the more skilled employees can give better customer service, thus improving their 

job performance which in turn leads to lower employee turnover. It can be argued that 

strategic alliance may have a positive influence on company learning and growth 

performance. Hypothesis 5d is formulated based on this argument. 

 

Hypothesis 5d : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its learning and growth-

related performance. 

 

3.2.5.5  Strategic Alliance and Hotel Social and Environment-related Performance 

The social and environment-related performance indicators used in the present study are 

diversity and equality, support for local community, health and safety for workers, local 

recruitment priority for workers, use of environmentally friendly materials, use of 

ecological arguments for marketing campaigns, compliance with relevant social and 

environmental regulations, quantification of environmental savings and costs in the 

hotel budget, employee training on social and environmental issues, and energy and 

water saving practices. 

 

Strategic alliance can be used to achieve a company mission of improving its natural 

environment (Kumar & Malegeant, 2006). By engaging in strategic alliance, a company 

may adopt environmental practices from its partners. Environmental practices in the 

manufacturing industry may be different from those of the hotel industry. For example, 

manufacturers may learn how to overcome their major environmental problems, such as 

how to improve their waste management as some of their waste is considered to be 

corrosive, reactive, and toxic (Kumar & Malegeant, 2006), or how to reduce their 

emissions (air pollution) (Rondinelli, 2002). Failure to implement a production process 

that is free from these issues may cause financial loss, as customers are increasingly 

considering environmental factors before they buy a company’s product (Lamming & 

Hampson, 1996). These issues may not be a major concern in the hotel industry. 

Instead, hotels need to learn about how to manage their energy and water consumption 
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(Molina-Azorin, et al., 2009). Hence, environment-related performance measurement in 

the manufacturing industry may not be applicable to the hotel industry.  

 

Hotels need to engage in strategic alliance to learn about the local community’s values 

and government regulations so that they can project a better company image in the 

community, thus improving their social performance. For example, hotels may apply 

health and safety regulations in the workplace to comply with local government 

regulations, and to improve the safety of customers and employees. Another example, a 

hotel may build a fence around its swimming pool or use rough tiles around wet areas, 

or install child-proof safety power-point switch socket outlets. Hotels may run relevant 

training or courses that deal with workers’ health and safety to improve their staff 

knowledge about this issue (i.e., how to avoid accidents while working in the hotel 

environment such as avoiding slips and falls in the kitchen area). The employees then 

feel safer in conducting their jobs and more confident in performing them well, which 

ultimately improves the hotel’s social performance.  

 

The hotel industry is not an industry that produces pollution like the manufacturing 

industry does. However, hotels affect their environment by consuming large amounts of 

energy such as electricity and water, resulting in high energy and water consumption 

costs. In response, some international hotels have learned to decrease their 

environmental costs by installing solar power panels, fitting energy-efficient light bulbs 

with motion detectors, or by recycling grey water for gardening, washing floors, 

flushing toilets, and so on (Molina-Azorin, et al., 2009). Hotels may also outsource their 

laundries to their alliance partners and keep their hotels’ environment green and clean. 

However, not all hotels have applied an environment-related strategy, because of the 

lack of knowledge and skill or lack of professional advice (Chan, 2008). Particularly in 

Indonesia, the Ministry of Tourism and Creative Economy provides a Green Hotel 

Award to those 4- and 5-star hotels that apply environmental and sustainable 

development activities (Suara Pembaruan, 2011). Therefore, hotels may need to learn 

from their competitors or partners in order to be “green”. By being “green”, hotels will 

improve not only their environmental performance but also their social image. For 

instance, hotels may learn from their alliance partners’ experience about applying 

environment-related responses relating to certain regulations, resulting in certifications 

such as the “eco-labels”, which may attract environmentally sensitive tourists (Molina-

Azorin, et al., 2009). Hotels may also learn from their more experienced partners about 
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how to quantify environmental savings and costs in their budgets, and apply energy and 

water saving practices (i.e., how to save energy and conserve water). By practising these 

environmental management matters, hotels may achieve a safe, clean and healthy 

environment (Mensah, 2006). This can lead to a higher appreciation from their 

employees and customers, which therefore, improves social and environmental 

performance. Hence, it can be argued that engagement in strategic alliance may have an 

impact on social and environmental performances.  

 

Previous studies have shown that employing environmental practices may have a 

positive impact on a company’s financial performance, which then becomes a 

motivation to apply an environment-related strategy. For example, a study by Molina-

Azorin (2009) found that hotels that are environmentally proactive may result in higher 

financial performance. This result is similar to that of a study by Gil et al. (2001), which 

stated that environmental management practices and hotel financial performance have a 

positive relationship. As not all companies have the required resources, skill or 

knowledge needed for the environmentally related strategy, they may need to gain this 

knowledge from their partners. Realising that lack of knowledge becomes a barrier in 

applying environmentally related strategies in the hotel industry, Molina-Azorin (2009) 

suggested that future research should study the influence of tour-operators (hotel 

suppliers and partners) on the environmental performance of  hotels. Apart from gaining 

benefits from improved environmental performance, applying environmentally related 

strategies may also improve hotels’ social performance resulting from their clean, safe 

and healthy environment. Hence, a study that analyses the relationship between a 

strategic alliance and social-environmental performance is crucial. 

 

Some studies have been conducted to analyse the effect of strategic alliance and hotel 

performance by including non-financial performance measures (Espino-Rodriguez & 

Padron-Robaina, 2004; Ozturen & Sevil, 2009). For example, Ozturen and Sevil (2009) 

revealed a positive relationship between supply chain practices and hotel performance. 

The supply chain applications consisted of hotels’ relations with their partners, such as 

suppliers, travel intermediaries, and customers. They measured hotel performance by 

financial indicators (i.e., net profit, production and sales cost) and non-financial 

indicators (i.e., market share, average annual sales growth, customer satisfaction, 

customer loyalty, and quality of hotels’ products). The study by Espino-Rodriguez and 

Padron-Robaina (2004) analysed the effect on hotel performance, both financial and 
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non-financial, of strategic alliance through outsourcing. They used return on assets, 

profit margin, and profitability to measure hotel financial performance. To measure 

non-financial performance, they used organisational quality, employee welfare, and the 

hotel activity index. The results show that there is a positive relationship between 

outsourcing and hotel financial performance. A positive relationship was also revealed 

between outsourcing and the hotel activity index.  

 

However, these two studies did not include the social and environmental perspectives as 

non-financial indicators (Espino-Rodriguez & Padron-Robaina, 2004; Ozturen & Sevil, 

2009). Including social and environmental perspectives in analysing the effect of 

strategic alliance on hotel performance may provide guidance to hotel managers on how 

engagement in a strategic alliance may support hotels in achieving a clean, healthy and 

safe environment and better social and environmental performance. By gaining more 

knowledge about this issue, hotels have a better chance to sustain their position in the 

market. Therefore, the present study contributes by adding the social and environmental 

perspective to measure hotel non-financial performance relating to all types of strategic 

alliance engagement.  

 

Only scant literature was found that focuses on the relationship between strategic 

alliance engagement and hotel social and environmental performance, despite the 

increasing need for social and environmental awareness in the hotel industry. Although 

it does not cause the type of pollution created by the chemical industry, the hotel 

industry may contribute to environmental destruction through its large-scale energy and 

water consumption, especially by chain hotels that have branches around the world. As 

competition in the world’s hotel industry is becoming intense, hotels in Indonesia need 

to attract customers and, therefore, maintain their sustainability in the market. They may 

not do it by themselves; instead, they may need to engage in strategic alliance with 

other parties such as suppliers, customers, or even competitors. For example, hotels 

need support from their local community and their own employees to improve their 

positive (social) image, which may attract customers. In an effort to do so, hotels may 

engage in strategic alliance with local farmers to supply their food (thus, improve food 

freshness and quality, and the local community economy); or they may engage in 

strategic alliance with other parties (i.e., architectural consultants) to provide a healthy 

and safe working environment for their employees. Hotels with a positive social image 

(recognised by local community and employees) will potentially attract more customers. 
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Hotels may also engage in strategic alliance with other hotels or hotel consultants (a) to 

provide training to their employees about current social and environmental regulations; 

(b) to learn how to practice environmental matters such as energy and water saving; or 

(c) to learn how to include social and environmental costs to prepare hotel budgets. By 

engaging in strategic alliance, hotels may learn from their alliance partners’ experience 

about how to improve their performance, based on the social and environmental 

perspectives in order to sustain their existence in Indonesia’s highly competitive market. 

Hypothesis 5e is formulated on the basis of this discussion. 

 

Hypothesis 5e : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its social and 

environment-related performance. 

 

3.2.6 Managerial Use of MAS Information and Hotel Sustainable 
Performance 

As mentioned in Section 3.1.4, the present study conceptualised hotel sustainable 

performance using the Sustainable Balanced Scorecard (SBSC) approach including 

financial and non-financial measures. This approach allows the study to examine hotel 

sustainable performance from five perspectives: financial, customer, internal business 

process, learning and growth, and social and environmental indicators (Epstein & 

Wisner, 2001; Figge, et al., 2002).  

 

Previous studies related to MAS information and company performance have mostly 

been done in the manufacturing industry, which may not be generalisable to the hotel 

industry due to their different characteristics. For example, these two industries have a 

different focus, as the manufacturing industry places more emphasis on the production 

process while the accent of the hotel industry is on people (Harris & Brown, 1998; Mia 

& Patiar, 2001; Winata & Mia, 2005). Providing services to customers in the hotel 

industry is more time-crucial as staff meets customers on the spot. Accordingly, 

customer complaints in hotels need to be solved immediately compared to those of the 

manufacturing industry. Therefore, in this case, hotel managers tend to use more MAS 

information related to customer activity while manufacturing managers tend to 

emphasise production process-related activities.  
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Management accounting studies in Indonesia have found a positive impact of 

managerial use of MAS information on : (1) business unit performance (Faisal, 2006; 

Nizarudin, 2006; Susanto & Gudono, 2007; Syam & Maryasih, 2006), and (2) 

managerial performance (Bagus, 2000). The positive relationship between the use of 

MAS information and business unit performance has been reported by Nizarudin (2006) 

in the manufacturing industry. Faisal (2006) found that managerial use of MAS 

information becomes a mediator in the relationship between the intensity of market 

competition, PEU (Perceived Environmental Uncertainty), and business unit 

performance. Another study highlighted the moderating effect of market competition 

intensity on the relationship between MAS information, business unit performance and 

job satisfaction (Susanto & Gudono, 2007). It should be noted that among those authors, 

only Nizarudin (2006) analysed the direct relationship between the managerial use of 

MAS information and business unit performance. Analysing the direct relationship 

between managerial use of MAS information and performance at the organisational 

level will provide a better understanding of how MAS information may affect 

organisational performance. 

 

A study by Syam and Maryasih (2006) found a positive relationship between MAS 

information (scope and aggregation) and business unit performance in the 

manufacturing, trading and services companies, mediated by decentralisation and 

Perceived Environmental Uncertainty (PEU) variables. Using a sample from the 

banking industry in Central Java and Yogyakarta, Budiarto found that decentralisation 

did not moderate the relationship between MAS (broad scope, aggregation, integration, 

and timeliness) and organisational performance (Budiarto, 2004). A similar result, that 

decentralisation did not moderate the relationship between MAS information and 

managerial performance in the hotel industry, was also reported by Bagus (2000). All of 

these studies (Bagus, 2000; Budiarto, 2004; Faisal, 2006; Nizarudin, 2006; Susanto & 

Gudono, 2007; Syam & Maryasih, 2006) analysed the effect of managerial use of MAS 

information on the overall business unit or managerial performance, not on any specific 

dimension (such as financial, customer) of the performance. As a result, the effect of 

managerial use of MAS information on various aspects of the performance (financial, 

customer, internal business process, learning and growth, social and environmental) 

cannot be identified. 
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These studies, conducted in Indonesia, revealed that MAS information has various 

impacts on performance at either the business unit or managerial level. However, none 

of these studies used the SBSC approach. There remains, therefore, a lack of research 

investigating the relationship between the use of MAS information and hotel sustainable 

performance in Indonesia, especially research based on the SBSC approach. This 

approach may provide a different result as it also includes social and environmental 

aspects of performance. By incorporating these two aspects, it can be argued that 

companies might find better ways to maintain long-term performance (Figge, et al., 

2002). For example, hotels are required to comply with governmental regulations 

related to social and environmental issues. This compliance can be achieved by 

providing training related to these matters for hotel employees. By having know-how 

relating to social and environmental issues, hotel employees gain a better understanding 

of how to implement social and environmental activities in their daily tasks, such as to 

manage waste and energy consumption. As a result, employees may provide a better 

service to customers (i.e., by maintaining a clean environment), especially the ones who 

are concerned about the environment. Customer satisfaction may improve and energy 

efficiency may also be enhanced resulting from the controlled usage of energy 

consumption. Therefore, social and environmental perspectives are crucial to 

supplement the four original BSC perspectives in order to support the hotel’s ability to 

survive. Particularly, the present study uses the following five indicators to measure 

social and environmental performance: health and safety for workers, compliance with 

relevant social and environmental regulations, quantification of environmental savings 

and costs in hotel budget, employees training on social and environmental issues, and 

energy and water saving practices. 

 

Research findings on the benefits of managerial use of MAS information in the hotel 

industry are still limited (Mia & Patiar, 2001; Patiar & Mia, 2008). To the author’s 

knowledge, the only study that analysed the relationship between managerial use of 

MAS information and hotel performance is that undertaken by Patiar and Mia (2008) in 

the Australian hotel industry. However, this study pooled financial and non-financial 

measures together, which may not allow extrapolation of the effect of the managerial 

use of MAS information on each of the hotel sustainable performance aspects (financial, 

customer, internal business process, learning and growth, social and environmental). 

Furthermore, this study did not include social and environmental aspects in measuring 

hotel non-financial performance. Hence, the results from the present study should 
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contribute to how MAS information may effectively support Indonesian hotel managers 

in making better decisions about sustainable performance based on all five perspectives. 

 

Therefore, it can be concluded that examining the relationship between the managerial 

use of MAS information and hotel sustainable performance in the Indonesian hotel 

industry is required. By understanding this relationship, managers may know how to use 

the MAS information in order to improve their hotel performance. This information will 

be useful, especially in the highly competitive Indonesian business environment in order 

to make hotel performance sustainable. 

 

3.2.6.1  Managerial Use of MAS Information and Hotel Financial Performance 

Financial performance is normally used to evaluate cost performance (Gosselin, 2005) 

or company achievement relating to profitability, revenue, and asset utilisation (Kaplan 

& Norton, 1996). Examples of financial performance indicators are return on 

investment and economic value-added (Kaplan & Norton, 1996). In the hotel industry, 

financial performance can be measured from room occupancy or revenue per available 

room (Doran, Haddad, & Chow, 2002; Evans, 2005). The present study uses net profit 

ratio, revenue growth rate, return on assets, and occupancy rate to measure hotel 

financial performance. The relationship between managerial use of MAS information 

and hotel financial performance is discussed below. 

 

Management accounting system (MAS) may provide external information relating to 

external sources such as the customer (Chenhall & Morris, 1986). From a customer 

survey, for example, the company may identify customer preferences in choosing a 

product or service. This information will help managers to create a product or service 

that can attract targeted customers. As a result, a satisfied customer will return to buy 

another product or service in the future. This means that product or service sales may 

increase, leading to increased profitability (Anderson & Mittal, 2000). Moreover, 

returning customers are important to maintain company performance in the long-term, 

as this contributes to profits (Anderson & Mittal, 2000). In fact, companies can increase 

their profit by almost 100% by retaining only 5% more of their customers  (Reichheld & 

Sasser Jr, 1990). Hence, it can be concluded that the use of MAS information may 

increase sales and, in turn, increase financial performance.  
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Previous studies in the manufacturing industry have found that the managerial use of 

MAS information might improve financial performance. For example, Mia (2000) 

found that manufacturing companies operating under the JIT (just-in-time) environment 

with higher use of MAS information tend to have higher profits. By using MAS 

information under the JIT environment, managers are able to know the target and actual 

performance related information. Having this information may allow managers to 

monitor and manage the progress of the production process. In this way, managers may 

avoid additional costs such as those resulting from a defective product. A lower level of 

defective products leads to decreased costs and thus improves profit. Hence, it can be 

argued that the managerial use of MAS information may improve company profit. 

However, Mia (2000) used only a single organisational performance (Return On 

Investment − ROI) in his study. Therefore, he suggested that information about other 

aspects of organisational performance, such as customer satisfaction or customer 

response time, would be advantageous (Mia, 2000). 

 

Empirical evidence supporting the relationship between intensity of market competition, 

managers’ use of MAS information and business unit performance in the manufacturing 

industry has been found by Mia and Clarke (1999). They suggested that in more 

competitive markets, managers make greater use of MAS information and, hence, 

improve business unit performance, including profit. However, this study was 

conducted in the manufacturing industry, so caution is needed in generalising to the 

hotel industry. A positive relationship between managerial use of MAS information and 

company financial performance was also reported by Bangchokdee (2008) in the Thai 

electronics industry. As this study was also conducted in the manufacturing industry, its 

application to the hotel industry needs caution. 

 

Results in the manufacturing industry might not apply to the hotel industry, as these 

industries have different characteristics (Mia & Clarke, 1999; Winata & Mia, 2005). For 

example, as a people-oriented industry, hotels focus more on people as an intensive-

asset investment, while manufacturing companies emphasise high fixed asset 

investment (Brouthers & Brouthers, 2003). Having a highly skilled staff to provide 

customer service is very important in the hotel industry as these staff need to deal with 

customers on the spot. In the manufacturing industry, staff do not have to deal with 

customers in the factory. Hence, in the manufacturing industry, having proper fixed 

assets, such as machinery and equipment, to support an effective production process is 
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more important. Hotels may also gain profits from lower transaction costs compared to 

the manufacturing industry. Customers come to hotels and use their services directly, so 

managers do not have to negotiate, monitor, and force the customers to make a 

transaction (Bowen & Jones, 1986). By gaining this advantage, hotels may improve 

their transaction cost efficiency, leading to improved financial performance.   

 

Anderson & Guilding (2006) found that hotel marketing managers in Australia actively 

compare their activities with competitors by doing market research and observation, 

such as monitoring room prices, food and beverage prices, and entertainment offerings. 

Based on the information gained, they can arrange appropriate marketing strategy to 

attract customers. By having a clearer understanding about customer needs, the 

managers may offer services that will satisfy customers and make them want to stay 

longer, or return in the future. Having more customers means more income for the 

hotels. Thus, it can be concluded that the managerial use of MAS information may 

improve a hotel’s profitability. 

 

In order to survive in a highly competitive market, hotel managers need to monitor the 

external business environment closely, such as checking competitor actions, or the 

economic and political situation. Information relating to these external environments 

can be obtained from the MAS (Chenhall & Morris, 1986). For example, Dawes (2000) 

found a positive relationship between competitor orientation and profitability in 

Australian manufacturing and non-manufacturing industries. By monitoring competitor 

actions, managers may be able to know the competitor’s strengths and weaknesses. 

Based on this information, managers then have a chance to align their capabilities with 

customer preferences and, thus, deliver better customer value. Satisfied customers are 

more likely to prefer the hotel’s services than those of their competitors. As a result, 

more customers would like to come to enjoy the service. Cano et al. (2004) found that 

there is a stronger relationship between market orientation and business performance 

(e.g., ROI, market share, trend analysis) in the service industry, compared to the 

manufacturing industry. This may happen because the service industry has a closer 

interaction with the customer than occurs in the manufacturing industry (Cano, et al., 

2004; Gray & Hooley, 2002). As information relating to the customer and the 

competitors is provided by MAS, it can be argued that hotel managers may use this 

information in order to improve their financial performance. 
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Banker et al. (2000) provided empirical evidence from the US hotel industry that 

customer satisfaction has a positive relationship with future financial performance 

relating to operating profit. This means that the more that customers feel satisfied, the 

more they are likely to return to the hotel, which means more income for the hotel in the 

future. However, the relatively small sample size (18 hotels managed by a hospitality 

company) means that this study needs more empirical evidence for its results to be 

validated. In another study, Mia and Patiar (2001) extended their investigation by 

empirically examining the managerial use of MAS information in the Australian hotel 

industry. Using 35 hotel managers as the sample, they concluded that both general 

managers and departmental managers used MAS information equally for short- and 

long-term decision making. Unfortunately, none of these studies tested the effect of 

MAS information on hotel financial performance. Such a study would be valuable to 

provide information on how the managerial use of MAS information may affect 

financial performance. 

 

In response to the limitations of previous research, Patiar and Mia (2008) conducted a 

study to examine the relationship between MAS information and hotel departments’ 

financial performance. They found that the use of MAS information might affect hotel 

financial performance. However, they raised a concern: although they found that the 

interaction between market competition and managerial use of MAS information does 

not affect financial performance, they found the opposite result for non-financial 

performance. As this was the first study in this area, the results may need validation in 

terms of whether the managerial use of MAS information directly affects financial 

performance in the hotel industry in Indonesia, since Indonesia has a unique culture. 

Because of the unique demography and culture of Indonesia, the hotel industry in this 

country may have high room occupancy resulting from foreign and domestic guests 

who may come to hotels to enjoy Indonesia’s cultural and demographic attractions. 

However, the competition in the Indonesian hotel industry is very tight. To compete in 

this environment, hotel managers need to be updated with information − such as cultural 

festivals, tourist destinations (landmarks and places of interest), foreign guests’ tastes 

and needs, weather forecasts and guests’ feedback − in order to offer better packages, 

which may satisfy guests and attract more customers; ultimately, these improve the 

hotel’s financial performance. All this information can be obtained from MAS. This 

issue needs to be empirically tested in the Indonesian context. Hypothesis 6a has 

therefore been framed to test the strength of this relationship. 
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Hypothesis 6a : There is a positive relationship between the managerial use 

of MAS information and hotel financial performance. 

 

3.2.6.2 Managerial Use of MAS Information and Hotel Customer-related 
Performance 

The second perspective of SBSC is customer performance. By following this 

perspective, managers are able to align their core customer-related performance 

measures with their particular customer and market segments (Kaplan & Norton, 1996). 

Examples of customer performance indicators are customer satisfaction, retention, 

market and account share (Kaplan & Norton, 1996). The present study uses customer 

loyalty, market share, customer satisfaction, new customer acquisition, and service 

quality to measure hotel customer performance. The relationship between managerial 

use of MAS information and a hotel’s customer performance needs exploration. 

 

Companies are shifting their focus from internal capabilities such as product 

performance and technology innovation to more customer-oriented objectives  (Kaplan 

& Norton, 1996). Otherwise, competitors may win customers by aligning their products 

or services more to customer preferences. This is one important factor for achieving 

sustainable performance as companies can create and deliver products or services that 

are valued by customers (Kaplan & Norton, 1996). By winning customer acceptance, a 

company has a better opportunity to exist longer in the market.  

 

Information related to customers can be obtained from MAS information (Chenhall & 

Morris, 1986). Proper MAS information − such as data about customer needs or 

customer satisfaction − can yield significant feedback to the hotel managers. By 

increasing the use of customer-related MAS information, managers can find appropriate 

ways to handle customer complaints; in turn, this will encourage customer retention, 

eliminate negative word-of-mouth comments, and improve customer performance 

(Fornell, 1992; Ngai, Heung, Wong, & Chan, 2007). If the customers are satisfied with 

the company’s services, they will return. Therefore, it can be concluded that the 

managerial use of MAS information may have a significant effect on a company’s 

customer performance. 

 

In the manufacturing industry, the study by Mia and Clarke (1999) found a significant 

relationship between managerial use of MAS information and business unit 
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performance. This study was extended by Faisal (2006) in the Indonesian 

manufacturing industry by adding strategy and perceived environmental uncertainty 

(PEU). He found that managers’ use of MAS information became a mediating variable 

between intensity of market competition and business unit performance, including 

market share, thus confirming the results of Mia and Clarke’s (1999) study. Although 

market share may indicate customer performance, adding more customer-related 

performance indicators will be beneficial to support the argument that managerial use of 

MAS information may affect customer performance. The study by Bangchokdee (2008) 

in the Thai electronics industry also found a significant relationship between managerial 

use of MAS information and company customer performance.  

 

Seeking similar results in the hotel industry needs caution. It should be noted that a 

hotel that operates in a highly competitive environment has characteristics that are 

different from those of the manufacturing industry. Hotel managers meet their 

customers personally on the spot, as any complaints need to be resolved immediately 

(Winata & Mia, 2005). Hence, MAS information relating to customer needs and 

preferences is likely to help hotel managers to increase customer value, sustain existing 

customers numbers and increase market share (Mia & Patiar, 2001).  

 

In the Australian hotel industry, Mia and Patiar (2001) found that hotel managers, both 

general and departmental, are likely to use MAS information relating to price, customer 

satisfaction and profitability more than sales promotion effectiveness and referrals 

information, especially for long term decision making. Although this study used only a 

small sample (35 hotel managers) from one region, the results indicate that hotel 

managers in both senior and middle levels need similar decision-making MAS 

information. This includes customer satisfaction. In a more recent study, Patiar and Mia 

(2008) found a positive relationship between the combined effect of market competition 

and managerial use of MAS information on non-financial performance such as customer 

satisfaction, extent of repeat business, success of staff development plans, and level of 

staff morale. However, these studies did not specifically analyse the effects of the 

managerial use of MAS information on customer retention or market share. Moreover, 

caution is necessary before generalising Mia and Patiar’s (2008) results to the 

Indonesian hotel industry. Like hotels in other countries, hotels in Indonesia also need 

to know customer’s demands and needs. Guests who stay in hotels include both foreign 

and domestic guests. They have different needs, such as different tastes in foods. Some 

guests may require halal food, others may not like spicy food, while another group may 
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be adventurous in their tastes. Hotels should be able to accommodate these various 

tastes and demands by offering different kinds of food, such as traditional and 

international cuisine. Management accounting system (MAS) may provide information 

relating to customer demand and needs; therefore, it can be argued that the managerial 

use of MAS information may improve customer performance. The current study intends 

to determine whether the results of Patiar and Mia (2008) generalise to Indonesian 

hotels.  

 

Previous studies have stated that MAS information might affect customer performance. 

This information (i.e., from customer satisfaction surveys) is relevant for managers to 

understand customers’ needs and expectations. Wrong information may cause 

customers dissatisfaction, leading them to choose another hotel. For example, Nasution 

and Mavondo (2008) found that managers’ perceptions of customer value may be 

different from the customers’ actual experience. They conducted a study of the 

Indonesian hotel industry, focusing on three customer value perspectives: reputation for 

quality, value for money, and prestige. The results from 247 hotel managers in 29 

provinces and 385 hotel customers in Java showed that managers’ perceptions of 

customer value are overly optimistic when compared with customers’ reports. This was 

true for customers of all classes of hotels. In order to overcome this perception gap, 

these authors suggested that Indonesian hotel managers should improve their customer-

related knowledge. Information relating to customers can be obtained from MAS 

information (Chenhall & Morris, 1986), which is likely to improve managers’ customer 

value-related understanding, and thereby improve customer-related performance. 

Considering Nasution and Mavondo’s (2008) suggestion, the present study provides 

empirical evidence about the role of the managerial use of MAS information on 

customer performance in the Indonesian hotel industry. This is particularly important to 

help hotel managers in Indonesia give a proper response to customer complaints, 

leading to improved customer satisfaction, which, in turn, enhances customer retention 

and market share. This discussion leads to the following hypothesis. 

 

Hypothesis 6b : There is a positive relationship between the managerial use 

of MAS information and hotel customer-related 

performance. 
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3.2.6.3 Managerial Use of MAS Information and Hotel Internal Business Process-
related Performance 

Innovation is the key to being different in a competitive market (Porter, 1980, 1985). 

According to Kaplan and Norton (1996), one of the three internal business process 

aspects is the innovation process related to identifying the market and creating the 

product or service accordingly. In the hotel industry, innovation does not mean 

undertaking internal research and development (R&D), as in the manufacturing 

industry. Instead, hotels may introduce a new food menu, provide a buffet breakfast 

with local dishes, or conduct hotel refurbishment to make an innovation. As mentioned 

earlier, internal business process-related performance was assessed using the six 

performance measures listed in Section 3.1.4: customer background information 

compilation, hotel management efficiency enhancement, hotel product’s innovative and 

uniqueness, time reduction of operation cycle, time reduction in handling customer 

complaints, and effective problem-solving percentage. 

 

Intense competition in the globalised business world requires companies to conduct 

performance evaluation based on more than just the internal target determined by 

company managers (Min & Min, 1997; Pavlatos & Paggios, 2009). A single focus on 

the internal target may cause companies to be left behind, compared with their 

competitors. In order to overcome this risk, it is imperative for companies to monitor 

their competitors’ actions and learn from their competitors’ strengths and weaknesses. 

In the hotel industry, for example, competitor-related information may help companies 

to evaluate their current strategic actions, find their own weaknesses, and improve their 

service quality performance (Anderson & Guilding, 2006; Meyer, et al., 1999). This is 

why companies, to improve their performance, need to conduct benchmarking, 

comparing their internal business processes with those they see their competitors using 

(Meyer, et al., 1999).  

 

Hotels intend to place a great emphasis on benchmarking (Pavlatos & Paggios, 2009). 

In order to conduct benchmarking, companies − including hotels − need MAS 

information (Mia, 1993). For example, hotels may have benchmarking relating to their 

operations such as handling complaints, prompt check-in and check-out (Min, Min, & 

Chung, 2002), or speedy services (Wilkins, Merrilees, & Herington, 2007). These 

activities can be applied after learning from competitors to improve their own 

performance in providing fast and accurate service (Min, et al., 2002).  Information 
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relating to competitors can be obtained from MAS information (Chenhall & Morris, 

1986). By using competitors’ information relating to effective customer service as a 

benchmark, hotels may improve their operation cycle timeliness, leading to improved 

internal business process-related performance.  

 

A positive relationship between the managerial use of MAS information and company 

internal business process-related performance has been found in the manufacturing 

industry. For example, Mia (2000) found that the managerial use of MAS information 

may improve company performance operating under a Just In Time (JIT) environment. 

The application of JIT has some benefits such as lower inventory levels, reduced quality 

costs, and greater customer responsiveness (Fullerton & McWatters, 2001). Mia (2000) 

suggested that the greater use of MAS information (i.e., control of costs, quality and 

inventory level, and market share) helps managers to decrease defective products and 

product errors. 

 

A study by Mia and Clarke (1999) found that there is a positive relationship between 

managers’ use of MAS information and their business unit performance. Some of the 

business unit performance indicators used in their study are planned productivity, 

quality, and delivery schedules. The study showed that greater use of the MAS 

information may improve all these indicators, meaning an improved production process 

in the manufacturing industry. Bangchokdee (2008), in the Thai electronics industry, 

found a significant relationship between the managerial use of MAS information and 

company internal business process-related performance.  

 

Different characteristics between the manufacturing industry and the hotel industry 

suggest that results in the manufacturing industry may not generalise to the hotel 

industry (Winata & Mia, 2005). For example, the manufacturing industry is likely to 

focus more on fixed asset investment such as machinery, while hotels tend to emphasise 

people-intensive asset investment (Brouthers & Brouthers, 2003). This different focus 

requires different information. The manufacturing industry needs information relating to 

how to improve the production process, while hotels need information relating to how 

to provide a better service to the customer. Therefore, the impact of the managerial use 

of MAS information in the manufacturing industry may be different from that in the 

hotel industry (Harris & Brown, 1998; Mia & Patiar, 2001), particularly as related to the 

internal business process.  
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One study found an impact of managerial use of MAS information on non-financial 

performance in the hotel industry: Patiar and Mia (2008) found a positive relationship 

between the interaction effect of market competition and the managerial use of MAS 

information on non-financial performance, such as extent of repeat business in the 

context of the Australian hotel industry. By using MAS information, managers may 

decrease the level of repeated activity, which may lead to increased service efficiency 

and service accuracy. Unfortunately, this study did not particularly analyse the direct 

effect of managerial use of MAS information on internal business process-related 

performance, such as customer background information compilation, hotel management 

efficiency enhancement, hotel product’s innovativeness and uniqueness, time reduction 

for handling customer complaints, effective problem-solving percentage, and time 

reduction of the operation cycle. The present study extends Patiar and Mia’s (2008) 

study by analysing on the relationship between the managerial use of MAS information 

and hotel internal business process-related performance. This type of performance is 

important in the hotel industry because hotels need to be efficient so they are able to 

deliver fast and accurate customer service. Therefore, to survive in the market, hotels 

should have accurate and reliable information that will enable them to deliver such 

services to their customers.  

 

From the discussion, it can be concluded that the use of MAS information may help 

managers to evaluate their internal business process, compared to their competitors. By 

having this information, managers may find significant issues in their own business 

processes to improve their operation cycle and solve customer-related problem 

effectively; this, in turn, leads to improved company internal business process-related  

performance. In countries like Indonesia, where many people are already aware of the 

use of information and communication technology (Quibria & Tschang, 2001), MAS 

may be used by hotel managers to find information to solve problems related to 

customers. For example, managers need to overcome problems resulting from customer 

service activities such as wrong invoices. This sort of incident may happen, especially 

when many customers insist on having a fast check-out service during peak service 

times. By having proper information relating to the customer’s length of stay or other 

customer-related MAS information, then such mistakes can be minimised. Having a 

greater understanding of their job will allow employees to feel more confident in 

performing their duties, leading to a higher percentage of problems being effectively 
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solved. In another example, hotels may improve their service speed by gathering more 

MAS information about customers − MAS information about advanced communication 

technology or software packages, which provide a faster and more accurate 

administration process and which leads to a faster operation cycle. The MAS 

information may also be used by hotel managers to monitor their competitor’s package 

of products or services offered to customers, for instance. In this case, hotels are 

required to make innovations, such as creating a special menu in their restaurants, or 

installing sophisticated systems such as online billing and reservation systems or an 

inter-departmental communication system. The MAS information helps managers to 

stay up to date with competitor actions as a benchmark to improve their internal hotel 

business process. The above examples show that managerial use of MAS information 

may have an impact on hotels’ internal business process performance. The following 

hypothesis formalises this argument. 

 

Hypothesis 6c : There is a positive relationship between the managerial use 

of MAS information and hotel internal business process-

related performance. 

 

3.2.6.4 Managerial Use of MAS Information and Hotel Learning and Growth-
related Performance 

The fourth perspective in the SBSC is learning and growth performance. Related to this 

perspective, three categories of intangible assets should be considered: human capital 

(i.e., the skills, talent, and knowledge of employees), information capital (i.e., company 

database, information systems, networks, and technology infrastructure), and 

organisation capital (i.e., company culture, leadership, employees’ ability to share 

knowledge) (Kaplan & Norton, 2004a). The present study uses employee satisfaction, 

employee professional ability, employee productivity, employee ability to manage 

emergencies, employee ability to use IT products, and knowledge and resource sharing 

among employees to measure hotel learning and growth-related performance. The 

relationship between managerial use of MAS information and company learning and 

growth-related performance is explained below. 

 

An employee is considered to be a highly significant resource in the current business 

organisation as employee development can make a positive contribution to company 

performance (Jacobs & Washington, 2003). For example, hotel staff courtesy and 
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customer service ability are amongst the most important factors considered by potential 

customers in choosing a hotel (Min & Min, 1997; Min, et al., 2002). Maintaining 

employee’s satisfaction and providing relevant training to employees become crucial 

factors for managers to improve the ability of employees to provide better customer 

service. Communicating performance targets and explaining the achievement evaluation 

bases may improve the performance of employees (Mia, 1993). As MAS information 

provides feedback on employees’ performance, they may be more motivated to increase 

their efforts, and so receive rewards, which can result in greater job satisfaction. 

Therefore, it can be concluded that the managerial use of MAS information has positive 

impacts on learning and growth-related performance.  

 

There is empirical evidence for the relationship between the managerial use of MAS 

information and company learning and growth-related performance in the 

manufacturing industry. This was provided by Bangchokdee (2008), who found that 

such a relationship exists in the Thai electronics industry. However, the relationship was 

weak, with p < 0.10, so requires more study to validate the result (Bangchokdee, 2008).  

 

The findings from the manufacturing industry may not generalise to the hotel industry 

because of the different characteristics of the industry. For example, dealing with 

customer complaints in the hotel industry is more immediate than in the manufacturing 

industry (Winata & Mia, 2005). This may be caused by the much closer personal 

relationships and faster time of product delivery in the hotel industry, as hotel customers 

are almost always on the spot (Winata & Mia, 2005). Therefore, personal relations in 

the hotel industry become more important than in the manufacturing industry because 

almost all hotel staff always need to interact directly with customers to provide the best 

service. Training is imperative to increase staff skills and knowledge, leading to higher 

confidence in doing their job. As a result, it is important for hotel staff to perform their 

jobs well. 

 

Research in the hotel industry has also revealed a relationship between the managerial 

use of MAS information and employees’ performance. For example, Patiar and Mia 

(2008) stated that the combined effect of market competition and managerial use of 

MAS information has a significant effect on non-financial performance, such as the 

success of staff development plans and the level of staff morale. By using more MAS 

information, hotel managers are able to provide appropriate feedback on performance 
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and rewards for their staff. Consequently, employees feel satisfied with their jobs and 

tend to improve their performance. However, it should be noted that the above study 

analysed only the effect of MAS information on overall non-financial performance, and 

not particularly on learning and growth-related performance. The present study extends 

Patiar and Mia’s (2008) study by investigating the relationship between managerial use 

of MAS information and hotel learning and growth-related performance.  

 

Hotels in Indonesia are facing strong market competition due to the increasing number 

of hotels in top tourist destinations, such as Bali, Jakarta, and Yogyakarta. Therefore, 

hotels need to improve their employees’ skills and knowledge to be able to compete 

with other hotels. It is imperative, then, for managers in an Indonesian environment to 

have MAS information to know what skills should be developed and to train their 

employees accordingly; such skills include the use of a particular technology, and how 

to provide specific customer service. Therefore, it can be argued that the managerial use 

of MAS information will improve employee’s skills and knowledge, thereby increasing 

hotel learning and growth performance. This discussion leads to the following 

hypothesis. 

 

Hypothesis 6d : There is a positive relationship between the managerial use 

of MAS information and hotel learning and growth-related 

performance. 

 

3.2.6.5 Managerial Use of MAS Information and Hotel Social and Environment-
related Performance 

The fifth perspective in the SBSC is social and environmental performance. As 

explained previously, social performance is related to the value added by activities 

conducted by the different stakeholder groups (employees, financial partners, state and 

local authorities, community, and stakeholders) (Perrini & Tencati, 2006). 

Environmental performance describes company activities related to environmental 

issues, such as cost−benefit features related to environmental management processes or 

environmental management of products (e.g. energy consumption cost) (Perrini & 

Tencati, 2006). Social and environmental indicators used in the present study are: 

diversity and equality, support for local community, health and safety for workers, local 

recruitment priority for workers, use of environmentally friendly materials, use of 

ecological arguments for marketing campaigns, compliance with relevant social and 



Chapter 3 – Literature review and hypotheses development  

97 

environmental regulations, quantification of environmental savings and costs in hotel 

budgets, employee training on social and environmental issues, and energy and water 

saving practices. The relationship between managerial use of MAS information and 

company social and environmental performance is discussed below. 

 

In order to successfully practise their sustainability management, companies are 

required to integrate social and environmental aspects into the process of decision- 

making. For example, Shriberg (2002) explained that it is imperative to take economic, 

social and environmental perspectives into account when managers need to make 

decisions related to sustainability in the context of housing-related industries. Some 

hotels have already started to use social and environmental strategies as part of their 

mission and profile. For instance, Bader (2005) suggested that hotels apply sustainable 

practices as a response to the demands of customers, who are becoming more aware of 

environmental issues, or because of environment-related regulations. Another study by 

Chung and Parker (2008) stated that cost reduction and enhanced public relations were 

the biggest motivations for managers of large hotels to be environmentally active.  

 

To achieve their mission, hotels will depend on MAS information, which can link social 

and environmental performance with the existing economic performance to help 

managers make better strategic decisions. For example, hotels may record energy 

consumption costs in their reports to monitor their sustainable performance. Having this 

information may give feedback to managers to consider the appropriate action needed to 

minimise energy consumption, leading to decreased costs and improved profits 

(economic performance). By being actively involved in this type of environmental 

issue, hotels may win a green award, leading to positive recognition and customer 

awareness. This means improved social performance as well as environmental 

performance. 

 

The importance of MAS information, which incorporates social and environmental 

perspectives and other non-financial perspectives, is outlined by Stanger et al. (2002). 

They indicate that MAS information can be used as a tool for managers to manage their 

companies more efficiently. 
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Sustainability accounting provides a useful tool to identify, evaluate and 
manage social and environmental risks, by identifying resource efficiency 
and cost savings, and linking improvements in social and environmental 
issues with financial opportunities. It also allows comparison and 
benchmarking of performance, and identification of best practice. (p.1) 

 

MAS information may provide feedback or indications that will be useful to improve 

company social and environmental performance. For example, hotel managers, 

especially of larger hotels, need to know their consumption of energy and water 

resources in order to become more cost-efficient (Bohdanowicz & Martinac, 2007). 

Hotels in Indonesia, particularly 4- and 5-star hotels, also may benefit from the 

Indonesian government program termed the Green Hotel Award. This award is granted 

to those 4- and 5-star hotels that apply environmental and sustainable development 

activities (Suara Pembaruan, 2011). Newman and Breeden (1992) stated that by being 

“green”, a company might benefit from: (a) media recognition for its social and 

environmental efforts (positive marketing); (b) minimised risks and lower future costs; 

and (c) being competitive because of its green marketing as a response to customer and 

stakeholder expectations.  

 

Hotel managers also need to know about government regulations which can be provided 

by MAS information (Langfield-Smith, 1997), so that they can comply with social and 

environment-related rules, and so avoid sanctions (Bader, 2005). For instance, there is a 

government regulation in Indonesia that requires companies (including hotels) with at 

least 100 employees to apply an occupational health and safety management system 

(Permenaker/Regulation of Manpower Ministry no.05/MEN/1996). By understanding 

and applying this regulation at their workplace, hotels may provide a safe working 

environment. Hotels may also provide training related to this issue so that their 

employees have a better understanding of how to avoid accidents at work (e.g., how to 

clean the floor properly to avoid slipping). As a result, employees feel safe and 

comfortable in pursuing their daily tasks. If the hotel’s environment is safe and clean, it 

will lead to enhanced hotel social and environmental performance. Hotel managers may 

also improve their hotel’s social performance by actively supporting their local 

community, such as by providing donations to the victims of natural disasters. MAS 

information can help them to undertake necessary activity on this matter. Therefore, the 

more that managers use the MAS information, the more it is likely to increase their 

company’s social and environmental performance. 
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Bangchokdee’s (2008) study examined the relationship between managerial use of 

MAS information and company performance based on four BSC perspectives (financial, 

customer, internal-business process, learning and growth) in the Thai manufacturing 

industry, particularly the electronics and food processing industries (Bangchokdee, 

2008). To date, no study in Indonesia, either in the manufacturing or the service 

industry, has provided empirical evidence related to the managerial use of MAS 

information and social and environmental aspects of sustainable performance. This 

investigation undertaken for this dissertation extends Bangchokdee’s (2008) study by 

adding the social and environmental perspectives in investigating the relationship 

between managerial use of MAS information and hotel sustainable performance. 

Incorporating social and environmental indicators into the existing BSC perspective 

may provide better opportunities for companies to sustain economic success (Figge, et 

al., 2002). Moreover, previous studies relating to sustainability in the hotel industry are 

scarce, while results in the manufacturing industry cannot be generalised to the hotel 

industry because they have different characteristics. For example, pollution generated 

by the manufacturing industry may cause great environmental destruction (e.g., the 

chemical industry) whereas in the hotel industry, energy consumption may be the major 

environmental problem. Management accounting system (MAS) information may also 

provide information related to hotel energy consumption; this information will give 

feedback to managers on how to save energy, leading to decreased energy consumption 

and cost, and enhanced profits. Therefore, studies related to the relationship between the 

managerial use of MAS information and a company’s social and environmental 

performance in the hotel industry will be valuable. 
 

In response to the lack of managerial use of MAS information research in the hotel 

industry (Mia & Patiar, 2001; Patiar & Mia, 2008), the present study also focuses on 

that industry’s social and environmental performance; this is because hotel industry has 

the greatest potential for environmental destruction after the manufacturing industry, 

caused by its large resource consumption, mainly of energy and water (Bohdanowicz & 

Martinac, 2007; Gil, Jimenez, & Lorente, 2001). Despite the hotel industry’s impact on 

the environment, research related to hotel sustainability performance attracts less 

attention (Bader, 2005; Chung & Parker, 2008). Moreover, to date, such a study has not 

been done on the Indonesian hotel industry.  

 

A study on the Indonesian hotel industry will be valuable due to its large contribution to 

the Indonesian economic condition and its strong impact on the Indonesian environment 
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caused by high energy and water consumption. For example, hotels may provide 

information to their employees related to the social and environmental issues (i.e., how 

to support the local community, how to maintain health and safety for workers in the 

workplace, government regulations related to social and environmental matters, how to 

manage environmental expense, how to manage energy and water consumption). MAS 

information may also be used by managers as feedback to control social and 

environment-related expenses in the budget. As a result, employees will have a better 

understanding of how to approach social and environmental issues in their daily tasks, 

thereby improving hotel social and environmental performance. It can thus be argued 

that the managerial use of MAS information might improve hotel social and 

environmental performance.  Therefore, hypothesis 6e is formulated as follows. 
 

Hypothesis 6e : There is a positive relationship between the managerial use 

of MAS information and hotel social and environment-

related performance. 

3.3 Chapter Summary  

This chapter has examined the limitations of the previous studies that provide the 

background for this current investigation. From these limitations, seven objectives have 

been developed (See Section 2.2). The relation between limitations of previous studies 

and this study’s objectives will be discussed next, then the research model and 

hypotheses developed for the study will be presented.  

 

The first objective in the current study is to build a theoretical model of the Hotel 

Sustainable Performance (HSP) to measure hotel performance based on a Sustainable 

Balanced Scorecard (SBSC) approach. Studies related to the relationship between 

competitive strategy and strategic alliance in the hotel industry are few. Hence, the 

second objective of the current study is to reveal the effect of competitive strategy on 

strategic alliance. There are also only few studies that analyse the relationship between 

competitive strategy and managerial use of management accounting system (MAS) 

information in the hotel industry. Therefore, the third objective of the current study is to 

reveal the effect of competitive strategy on the managerial use of MAS information. 

Similarly, no studies have yet been conducted on the relationship between strategic 

alliance and managerial use of MAS information in the Indonesian hotel industry. 
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Accordingly, the fourth objective examines the relationship between strategic alliance 

and managerial use of MAS information. 

 

Previous studies showed that, regardless of the importance of company sustainability, 

many companies experienced failure in incorporating sustainability accounts (social and 

environmental aspects) into their reporting system. Many studies have been done, but 

these focus mainly on the financial performance of the company. Further, previous 

studies have conducted analyses on the relationship between competitive strategy and 

company performance without incorporating social and environmental aspects. This 

becomes the background for the fifth study objective, which is to examine the 

relationship between competitive strategy and HSP based on a SBSC approach, 

including social and environmental perspectives.  

 

Research related to strategic alliance and HSP have focused mainly on financial 

performance. Therefore, this study incorporates non-financial performance based on 

SBSC perspectives to analyse the relationship between strategic alliance and HSP − the 

sixth objective. There is also a lack of evidence regarding the effect of managerial use 

of MAS information on hotel sustainable performance. Hence, the seventh objective in 

this study is to examine the relationship between managerial use of MAS information 

and HSP, using five SBSC perspectives: financial, customer, internal process, learning 

and growth, and social and environmental. Finally, the results of the present study 

should become recommendations to management accounting and hospitality academia 

for academic programme development and to hotel firms for achieving sustainable 

performance.  

 

The research model for this study is developed from the discussion above. The hotel 

industry is seen as important as it is one of the largest employers in the world and is one 

of the largest contributors to some nations’ service exporting sectors (Clancy, 1998; 

Frechtling & Horvath, 1999; Mia & Patiar, 2001; Papatheodorou, 1999; Patiar & Mia, 

2008). Hotel managers need to articulate their competitive strategy to improve their 

relationship with customers, competitors, and resources in order to achieve better 

performance (Patiar & Mia, 2009; Phillips, 1999; Rowe, Mason, Dickel, Mann, & 

Mockler, 1994). In this case, hotel managers will also need to engage in strategic 

alliance to maintain their position in the highly competitive market environment. As in 

other industry types, this industry needs fast and accurate MAS information, to be 
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implemented in order to support the sustainability of business operations and to help 

hotel managers make better decisions (Mia & Patiar, 2001; Patiar & Mia, 2008). The 

research model for this study proposes relationships between competitive strategy, 

strategic alliance, managerial use of MAS information, and hotel sustainable 

performance as seen at Figure 3-1. Table 3-2 describes the relationships between the 

research objectives and the hypotheses of this study. 

Figure 3-1 Research Model 
 

 
Table 3-2. Research Objectives and Hypotheses 

 Objectives Hypotheses  

1 To build a theoretical model of the HSP based on SBSC approach  

2 To examine the relationship between competitive strategy and strategic 
alliance 

H1 

3 To examine the relationship between competitive strategy and the 
managerial use of MAS information   

H2 

4 To examine the relationship between strategic alliance and the managerial 
use of MAS information  

H3 

5 To examine the relationship between competitive strategy and HSP H4a-e 

6 To examine the relationship between strategic alliance and HSP H5a-e 

7 To examine the relationship between the managerial use of MAS 
information and HSP 

H6a-e 
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In summary, the hypotheses developed for this study are as follows. 
 

H1 The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its engagement in strategic alliance. 

H2 The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its managerial use of MAS information. 

H3 There is a positive relationship between a hotel’s engagement in strategic 
alliance and its managerial use of MAS information. 

H4a The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its financial performance. 

H4b The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its customer-related performance. 

H4c The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its internal business process-related performance. 

H4d The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its learning and growth-related performance. 

H4e The more a hotel employs a competitive strategy in the form of product 
differentiation, the greater is its social and environment-related performance. 

H5a There is a positive relationship between a hotel’s engagement in strategic 
alliance and its financial performance. 

H5b There is a positive relationship between a hotel’s engagement in strategic 
alliance and its customer-related performance. 

H5c There is a positive relationship between a hotel’s engagement in strategic 
alliance and its internal business process-related performance. 

H5d There is a positive relationship between a hotel’s engagement in strategic 
alliance and its learning and growth-related performance. 

H5e There is a positive relationship between a hotel’s engagement in strategic 
alliance and its social and environment-related performance. 

H6a There is a positive relationship between the managerial use of MAS 
information and hotel financial performance. 

H6b There is a positive relationship between the managerial use of MAS 
information and hotel customer-related performance. 

H6c There is a positive relationship between the managerial use of MAS 
information and hotel internal business process-related performance. 

H6d There is a positive relationship between the managerial use of MAS 
information and hotel learning and growth-related performance. 

H6e There is a positive relationship between the managerial use of MAS 
information and hotel social and environment-related performance. 



Chapter 4  

Research Design and Methodology 

4.0  Introduction 

This chapter describes the research design and methodology used in this study to test 

the eighteen hypotheses developed in the previous chapter. Section 4.1 describes the 

rationale for the research methods used for this study; Section 4.2 explains the sample 

selection. Section 4.3 describes the participants, data collection, and control variable 

used in the present study. Sections 4.4 and 4.5 discuss the questionnaire, and reliability 

and validity tests of the measurement instruments. The section on in-depth interviews 

(Section 4.6) is followed by the chapter’s concluding summary (Section 4.7). 

4.1  Rationale for the Research Methods 

This study used mixed research method. Mixed method of research is defined as a 

research design that combines both qualitative and quantitative methods in a single 

study (Johnson, Onwuegbuzie, & Turner, 2007). Following this approach, the present 

study combines a questionnaire survey and in-depth interviews in order to enhance the 

validity of the research findings and make the discussion of the results more informative 

(Modell, 2010).  

 

The questionnaires were distributed by web-based survey and e-mail, as this method 

was considered to be costless and more convenient to respondents, and can solve 

geographical problems (Zikmund, et al., 2010). For instrument validity, the 

questionnaire has been developed from those used in previous studies (Chenhall & 

Morris, 1986). However, there are risks in using questionnaire surveys, as this method 

may not “(i) fully cover the issues underpinning the research or generate detailed 

answers to the questions, and (ii) provide detailed in-depth information that helps 

correctly explain the results and make discussions informative” (Winata, 2005, p. 108). 

 

In order to complement the survey, this study used semi-structured interviews to “learn 

about critical areas that are not readily assessed through standardized questionnaires” 
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(Harrison, 2009, p. 336). Further, combining a survey with interviews “enables the 

researcher to simultaneously answer confirmatory and exploratory questions, and 

therefore verify and generate theory in the same study” (Tashakkori & Teddlie, 2003, p. 

15).The interviews involved hotel managers in the sample hotels operating in Indonesia. 

The reason for applying a mixed-method research is to improve the confidence related 

to the goodness of the data that are being collected (Sekaran & Bougie, 2010). For 

example, if respondents answer differently to the same questions when they are being 

interviewed compared to when they answer the questionnaire, then it can be concluded 

that the data are less reliable. Hence, using a multi-method research approach is likely to 

minimise any unreliability and improve the validity of the collected data (Modell, 2009, 

2010; Winata, 2005).   

4.2  Sample Selection 

This study used 3-, 4- and 5-star hotels in Indonesia based on data from the Indonesian 

Hotel and Restaurant Association (IHRA). This decision is made based on Uriel et al.’s 

(2001) work in Rodriguez and Cruz (2007, p. 831): 

There is a historical tendency (which presumably will continue into the future) of a 
progressive increase in the demand for services meeting the standard of 3- to 5-star 
establishments… On the other hand, this decision is justified by the criterion of 
corporate homogeneity that exists between these establishments of 3 to 5-stars. In 
this respect, following Uriel et al. (2001, p. 189), there is a clear difference between 
the average size of the hotels of these three categories and the rest, with the former 
showing a clear tourist profile, in that they are susceptible to serving tourist groups, 
whether channelled by tour operators or not. In short, they are establishments with a 
sufficient size to participate in the market with an entrepreneurial criterion. 

 

Classification of 3-, 4-, and 5-star hotels in Indonesia is mandatory, and refers to the 

Indonesian regulations, particularly UU no. 9/1990 (Kementerian Pariwisata dan 

Ekonomi Kreatif Republik Indonesia, 2002). Further, IHRA was appointed as an 

independent organisation that was authorised to justify a hotel classification together 

with the local government. The classification of a hotel is based on two criteria 

(Kementerian Pariwisata dan Ekonomi Kreatif Republik Indonesia, 2002): 
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1. Basic Requirement, such as: 

a. Licensing for hotel operation 

b. Feasibility of hotel installation or equipment 

c. Hygiene 

2. Operational Technique Requirement, such as: 

a. Physical requirement (i.e., number of room, facility) 

b. Management 

c. Service 

 

This single industry (hotel industry) was chosen for this study to control for different 

characteristics of different industries which is also called environmental heterogeneity 

(See, Dess & Davis, 1984; Jermias & Gani, 2004; Moores & Yuen, 2001). It is also 

advisable to focus only on a single industry when conducting a study related with 

environmental management practices in order to obtain a better result (Gil, et al., 2001; 

Handfield, Walton, Seegers, & Melnyk, 1997). 

 

Data from the Indonesian Hotel and Restaurant Association indicated that there were 

363 hotels in the 3-star group, 232 hotels in the 4-star group, and 118 hotels in the 5-star 

group; therefore, in total there were 713 hotels in the population. As a minimum sample 

size of 200 or 300 is considered to be sufficient (Morgan, 1990), the present study used 

the random sampling method by sending e-mails to all 3- to 5-star hotel General 

Managers (GMs) in the population. This method was chosen because it “has the least 

bias and offers the most generalizability” (Sekaran & Bougie, 2010, p. 270). This 

method also has a higher response rate at a cheaper price and faster reply compared to 

mail surveys (Cobanoglu, Warde, & Moreo, 2001). Further, it was assumed that the 

majority of GMs of 3- to 5-star hotels have access to e-mail.  

 

The sample of 3- to 5-star hotels has been chosen because large companies tend to use 

the Balanced Scorecard more than small companies do (Hoque & James, 2000). 

Moreover, these star hotels were selected in order to obtain a clear concept of hotel 

strategy (Harris & Brown, 1998) and to avoid weaknesses related to small-sized tourism 

companies, such as (a) supply dominated by family business; (b) lack of commercial 

drive and initiative; and (c) limited skills of marketing, quality, assurance, pricing 
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policy, cost control and re-adjustment, and a shortage of financial resources (Barros & 

Mascarenhas, 2004; Wanhill, 1997).  

4.3 Participants, Data Collection, and Control Variable 

Respondents in the present study were General Managers (GMs) at 3- to 5-star hotels in 

Indonesia. General Managers of the hotels were chosen as they were able to provide 

information about the use of MAS information and performance (Patiar & Mia, 2008). 

Therefore, they were considered to have in-depth knowledge of all operational aspects 

of their respective hotels including hotel sustainable performance (HSP).  

 

The data were collected following the four-step implementation strategy of Dillman 

(2007). Firstly, based on Indonesian Hotel and Restaurant Association data, telephone 

calls were made to check data accuracy. Secondly, an e-mail was sent with a covering 

letter to the contact person of each hotel in the sample, addressed to the GM. The e-mail 

explained the purpose of the study, and sought the willingness of the GM to participate 

in the study. If the GM accepted, and decided to participate, he or she had to click on a 

web-based survey link attached in the e-mail provided by Lime Survey, the web-based 

survey provider. In the link, the GM would find (a) an introductory letter explaining the 

purpose of the study, the potential benefit of the study, and an assurance of 

confidentiality of their responses, (b) the questionnaire, and (c) a closing letter which 

also invited the GM to participate in an interview. Respondents had the option of 

completing the questionnaire in Indonesian or English. Thirdly, three reminder e-mails 

were sent: two weeks, four weeks and six weeks after the questionnaire package. 

Finally, a follow-up phone call was made two weeks after the last reminder e-mail was 

sent. Each respondent was promised a summary of the results and informed that their 

responses were anonymous in order to encourage them to complete the questionnaire. 

 

In total, 124 responses were received, of which 116 questionnaires were fully 

completed. Thus, the final sample used for data analysis was 116, a response rate of 

16.27% (116/713 times 100%). Table 4-1 presents the sample description and response 

rate. Further details about demographic and general background information of the 

respondents are presented in Appendix C, Figure C-1 to C-6. 
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Table 4-1. Sample Description and Response Rate 

Description Sample Response 

Rate  3- star 4- star 5- star Total 

Total number 
of distributed 
questionnaires 

363 232 118 713 100% 

Total number 
of returned 
questionnaires 

35 43 46 124 17.39% 

Less: 

Number of 
incomplete 
questionnaires 
(missing data) 

(4) (3) (1) (8)  

Total number 
of 
questionnaires 
used in data 
analysis 

31 40 45 116 16.27% 

 

Although the response rate was relatively low, the sample size was acceptable to 

generalise the results. A response rate of between 10% and 20% for a top management 

survey, based on Menon et al.’s suggestion (1996), has also been used in other studies 

such as Gupta and Somers’s (1996) in analysing business strategy and organisational 

performance, Moyes et al.’s (2007) in measuring job satisfaction of accounting 

professionals and Voola et al.’s (2012) in the area of marketing and organisational  

performance. Further, Oppenheim (1992, p. 43) stated that “a sample’s accuracy is more 

important than its size”. Hair et al. (2010) explained the rule of thumb that a minimum 

of five sample elements were required for each variable included in the study. Variables 

used in the present study are: (i) competitive strategy, (ii) strategic alliance, (iii) 

managerial use of MAS information, and (iv) hotel sustainable performance. Even if 

five aspects of hotel sustainable performance were treated as separate independent 

variables (=5 samples × 8 variables = 40 samples), the actual sample size still falls 

within the rules. 

 

In order to check non-response bias for the sample, firstly a one-way analysis of 

variance (ANOVA) test was conducted for participating respondents obtained from each 

of four e-mail deliveries during the distribution of the questionnaires. This test aimed to 

determine whether there was a significant difference between responses of those four e-

mail deliveries based on demographic variables (see Appendix C1 for results of the 

ANOVA test). The results showed no significant difference. Secondly, a t-test was 
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conducted to test the equality of the multivariate means of the first twenty and last 

twenty respondents. The results of these two tests indicated no significant difference 

based on demographic variables used in the questionnaire − variables such as hotel 

category, number of employees, number of rooms, gender and age of respondents (see 

Appendix C2 for results of t-test). Further, during the follow-up phone calls and e-

mails, the non-respondents were asked about their reasons for not participating. The 

answers were various, and included time pressures, receiving too many surveys, 

company confidentiality concerns, and company policy not to respond to surveys. These 

reasons are similar to those given by non-respondents reported in other studies in 

accounting (Baines & Langfield-Smith, 2003; Chenhall, 2005; Hall, 2008; 

Subramaniam & Mia, 2003). Taken together, these results indicate a non-response bias 

for the sample of the current study. 

 

The hypotheses test results were analysed (see Chapter 5) based on hotel category as a 

control variable. This refers to the previous studies, which suggested that the higher the 

hotel category, the higher the hotel performance level (Brown & Dev, 1999; Claver-

Cortes, Molina-Azorin, Pereira-Moliner, & Lopez-Gamero, 2007; Jonsson & Devonish, 

2009; Pine & Phillips, 2005). Hence, the sample was classified into two groups: (a) the 

3-star hotels and (b) the 4- and 5-star hotels. This division was based on the evidence 

that 4- and 5-star hotels have similar characteristics (Gil, et al., 2001; Orfila-Sintes, 

Crespi-Cladera, & Martinez-Ros, 2005). From the total of 116 responses, 31 were 3-star 

hotels, 40 were 4-star hotels, and 45 were 5-star hotels. Due to the small sample size for 

group one (only 31 were 3-star hotels), the hypotheses tests for subsample used 

structural equation modelling (SEM), particularly Partial Least Squares (PLS). Path 

analysis (Ordinary Least Square/OLS) was used to test the hypotheses tests for the full- 

sample. The analysis was then replicated using PLS for robustness purposes (See 

Chapter 5 for the details of hypotheses tests on full sample and sub-samples based on 

hotel category as a control variable). 

 

Following the questionnaire process, interviews were conducted to acquire an in-depth 

understanding of the competitive strategy, strategic alliance, managerial use of MAS 

information, and hotel sustainable performance. Nineteen hotel GMs stated their 

willingness to participate and were interviewed after they completed the questionnaire.  
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4.4 Questionnaire 

Initially, a thorough literature review was conducted to construct variable measurement 

instruments for the present study. From the literature review, pre-established 

instruments that suited the objectives of the present study were selected and then 

adapted, as modifications to the instruments were needed to match the Indonesian 

environments. The modified questionnaire was then translated from English to Bahasa 

Indonesia, and then reviewed by a professional translator.  Finally, a pilot study was 

undertaken to test the instrument’s appropriateness. 

 

4.4.1 Pilot Study to Test the Questionnaire 
Prior to conducting any data collection procedures, this present study was required to 

receive ethical clearance as it includes the participation of humans. The request for 

ethical clearance was forwarded to the Griffith University Human Research Ethics 

Committee after the questionnaire was constructed. Having all the conditions met, this 

study was approved (GU Ref No: AFE/12/11/HREC). 

 

The first phase of the investigation included a pre-test in terms of a pilot study, which 

consisted of three steps. The purpose of this pre-test was to test both the questions and 

the questionnaire (Dillman, 2007). By conducting a pre-test, the researcher can  assess 

whether the questions can “…be correctly understood by respondents and easily 

answered by them” (Morgan, 1990, p. 64). Moreover, pre-test can improve the survey 

quality by increasing clarity and avoiding misunderstandings relating with questions in 

the survey. 

  

The first step of the pilot study was to send the English-version questionnaire to five 

Management Accounting academics in Australia to ensure that the instruments’ original 

meaning and means of measurement were still appropriate. The second step involved 

sending the revised questionnaire to five Indonesian academics in the area of 

Management Accounting who have experience in conducting research using 

questionnaires, and knowledge of both English and Bahasa Indonesia. This step aimed 

to check whether the translated version of the questionnaire to Bahasa Indonesia was 

accurate. Academics were selected due to their understanding of the topic of the study 

and the research design. The final step included interviewing five Indonesian hotel GMs 

to obtain their feedback on the questionnaire to ascertain that the instruments measuring 



Chapter 4 – Research design and methodology  

111 

the variables were well-defined, comprehensive, and relevant. This feedback was used 

to revise the questionnaire again before being sent to the GMs in the main sample. 

Considering the possibility that a GM could be an expatriate (especially for 4- or 5-star 

hotels), the final version of the questionnaire was sent in the two languages: English and 

Bahasa Indonesia.  

4.5 Reliability and Validity Test of the Measurement 

Instruments 

Reliability is “an indicator of a measure’s internal consistency” (Zikmund, et al., 2010, 

p. 305). A reliability test aims to examine the consistency of respondents’ answers to all 

the items in a measure (Sekaran & Bougie, 2010; Zikmund, et al., 2010). This study 

used Cronbach’s coefficient alpha (α) to measure reliability, which is usually used for 

multipoint-scale items (Sekaran & Bougie, 2010; Zikmund, et al., 2010). A higher 

coefficient signifies a better instrument. Zikmund et al. (2010, p. 306) state that the 

scale’s α needs to be at least 0.6 to indicate a reasonable reliability. 

 

In order to test the validity of the instruments in the present study, content validity and 

construct validity were used (Cooper & Schindler, 2008; Sekaran & Bougie, 2010; 

Zikmund, et al., 2010). Content validity is defined as “the subjective agreement among 

professionals that a scale logically appears to reflect accurately what it purports to 

measure” (Zikmund, et al., 2010). It aims to test how well the instruments cover and 

represent the variables used in the present study (Sekaran & Bougie, 2010; Zikmund, et 

al., 2010). In order to meet the requirement for content validity, Winata (2005) 

suggested the use of pre-established instruments; while Cooper and Schindler (2008, p. 

290) recommended subjecting the instrument to the critical examination of a panel of 

persons. As described in Section 4.1, all instruments used in the present study were pre-

established instruments. Furthermore, the instruments were evaluated and revised by 

academics and GMs. Consequently, the requirement of assessing content validity to 

measure variables in this study was fulfilled.   

 

Construct validity requires that “the results obtained from the use of the measure fit the 

theories around which the test is designed” (Sekaran & Bougie, 2010, p. 160). It aims to 

test how well the instruments are selected and operationally defined to indicate which of 

the items are most appropriate for each variable (Sekaran & Bougie, 2010). The data 

from the questionnaire were factor analysed to confirm the theoretical groupings 
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(construct validity) of the items. An instrument is valid if the eigenvalue of the factor, 

which indicates the variance explained by each factor, is more than 1 (Tabachnick & 

Fidell, 2013; Zikmund, et al., 2010). When the factor analysis produces only one factor 

with an eigenvalue greater than one, the variables are uni-dimensional, meaning that 

they are strongly associated with each other and represent a single concept” (Hair, et al., 

2010). Factor loadings represent the level of a measured variable correlated with a 

factor (Zikmund, et al., 2010). The greater the loading, the more valid the variable 

instruments become.  For a sample of about 120 respondents, factors loadings of 0.55 or 

above are considered significant at the 5% level (Hair et al., 2010). Specifically, 

Comrey and Lee (1992) suggested that loadings greater than 0.71 (50% overlapping 

variance) are excellent; from 0.63 to < 0.71 (40% overlapping variance) are very good; 

0.55 to < 0.63 (30% overlapping variance) are good; 0.45 to < 0.55 (20% overlapping 

variance) are fair, and 0.32 to < 0.45 (10% overlapping variance) are poor.  

 

The results of the reliability and validity tests for each of the variables in the present 

study are presented in the following sections. 

 

4.5.1 Competitive Strategy 
As mentioned in Section 3.1.1, the present study set out to analyse competitive strategy 

based on the extent to which a hotel differentiates its products and services from those 

of its competitors. The present study used a self-typing approach where respondents 

were asked to indicate their organisation’s strategy using descriptions based on the 

Porter typology (Porter, 1980, 1985). It used the Govindarajan approach to describe a 

company’s strategic orientation (Govindarajan, 1988).  

 

Respondents were asked to identify their perception of their organisation’s products 

relative to those of their competitors under six headings, as follows: 

1. Product selling price 

2. Percentage of sales spent on human resources development expense 

3. Percentage of sales spent on marketing expense 

4. Product/service quality 

5. A variety of product/service features, such as entertainment facility, Internet 

facility, gym facility, etc.  

6. Brand image 
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One item from Govindarajan’s (1988) study was slightly changed (number 2) from 

“percentage of sales spent on research and development expense” to “percentage of 

sales spent on human resource development expense”. This change was based on the 

pilot study feedback that hotels emphasised human resource development rather than 

research into and development of new products as occurs in manufacturing industries. 

 

The questionnaire uses a Likert-type scale, where 1 represents significantly lower and 5 

represents significantly higher. The overall score shows the competitive strategy applied 

by hotels where a high score means that hotels employ more of a differentiation 

strategy. As Nunnally (1978) suggested, the minimum Cronbach’s alpha should be 0.70; 

consequently, the 0.841 coefficient alpha reported from this study was acceptable 

(Table 4-2). 

 

Table 4-2. Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Competitive Strategy 

 1 2 3 4 5 6 

1. Product selling price 1.000      

2. Percentage of sales on HRD expense 0.378 1.000     

3. Percentage of sales on marketing 

expense 

0.462 0.559 1.000    

4. Product/service quality 0.552 0.370 0.445 1.000   

5. Product/service features 0.507 0.415 0.551 0.614 1.000  

6. Brand image 0.490 0.283 0.377 0.608 0.481 1.000 

Number of cases = 116; Cronbach’s α = 0.841 

 

An orthogonal rotated factor analysis of the items in the competitive strategy instrument 

was carried out to assess the construct validity. Prior to performing factor analysis, the 

suitability data for factor analysis was assessed. The Kaiser-Meyer-Oklin (KMO) value 

was 0.826, exceeding the recommended value of 0.6 (Tabachnick & Fidell, 2013) with 

significant Bartlett’s Test of Sphericity, supporting the factorability of the correlation 

matrix. Table 4-3 shows that each of the six instrument items loads on a single factor, 

explaining 56.894% of the variance in competitive strategy. Varimax rotated factor 

loadings of this instrument show minimum 0.642. Therefore, factor loadings for 

competitive strategy items were significant at a 5% significance level (Hair, et al, 2010). 
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Table 4-3. Factor Loadings for Instrument Measuring the Competitive Strategy 

Product selling price 0.752 

Percentage of sales on HRD expense 0.642 

Percentage of sales on marketing expense 0.744 

Product/service quality 0.829 

Product/service features 0.798 

Brand image 0.747 

Eigenvalue = 3.414, Variance explained = 56.894%  

 

4.5.2 Strategic Alliance 
The present study used the instrument from the study by Bucklin and Sengupta (1993), 

which was also used by Li and Atuahene-Gima (2001), and Winata (2005) in order to 

measure a company’s engagement in strategic alliance in the manufacturing industry. 

However, it has been adopted with minor changes to accommodate the hotel industry 

characteristics. It used a Likert-type scale, where 1 represents strongly disagree and 5 

represents strongly agree (Bucklin & Sengupta, 1993; Li & Atuahene-Gima, 2001). A 

high score indicates a high level of strategic alliance engagement. Each respondent was 

asked to indicate the extent to which their company used strategic alliance relative to 

their competitors over the last three years based on the following four items: 

1. Entered into cooperative agreements with other firms to design new products 

and services 

2. Collaborated with other firms to market new products and services 

3. Joined with other firms to introduce new products and services 

4. Jointly provided support activities for new products and services with other 

firms  

 

Two items from the original Bucklin and Sengupta (1993) study were excluded because 

they focused on new product lines and research and development (which are not the 

main activities in the hotel industry). 

 

Table 4-4 indicates that strategic alliance measurement items have Cronbach’s alpha 

coefficient of 0.746, exceeding the minimum requirement of 0.7 to be categorised as 

having good internal consistency (Nunnally, 1978; Zikmund, et al., 2010).  
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Table 4-4. Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Strategic Alliance  

 1 2 3 4 

Strategic alliance to design new products & services 1.000    

Strategic alliance to market new products & services 0.326 1.000   

Strategic alliance to introduce new products & 

services 

0.340 0.615 1.000  

Strategic alliance to support activities 0.335 0.492 0.580 1.000 

Number of cases = 116; Cronbach’s α = 0.746 

 

The KMO value for strategic alliance instruments was 0.751 with significant Bartlett’s 

Test of Sphericity, therefore factor analysis could be performed. The orthogonal rotated 

factor analysis results reveal that all items measuring the strategic alliance fall into one 

factor with eigenvalue 2.370 (See Table 4-5). It explained 59.244% of the variance in 

strategic alliance. The factor loadings of this instrument were considered significant 

with minimum score of 0.598 (Hair, et al., 2010). 

 

Table 4-5. Factor Loadings for Instrument Measuring the Strategic Alliance  

Strategic alliance to design new products & services 0.598 

Strategic alliance to market new products & services 0.810 

Strategic alliance to introduce new products & services 0.849 

Strategic alliance to support activities 0.797 

Eigenvalue = 2.370, Variance explained = 59.244%  

 

4.5.3 Managerial Use of Management Accounting System (MAS) 
Information 

The present study applies the managerial use of the MAS information instrument 

developed from other relevant studies (Chenhall & Morris, 1986; Patiar & Mia, 2008), 

particularly the study conducted by Patiar and Mia (2008), which also applied this 

instrument to the hotel industry. This instrument assesses managerial use of MAS 

information using the following seven indicators: 

1. Financial aspects of the operation 

2. Non-financial aspects of the operation 

3. Non-financial aspects of the market 

4. Future events 
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5. Likelihood of the future events taking place 

6. Social changes 

7. External environment  

 

Respondents (GMs) were asked to indicate the level of MAS information usage that 

supported them in a decision-making activity. A Likert-type scale was used, where 1 

represents not used at all  and 5 represents very high (Mia & Patiar, 2001; Patiar & Mia, 

2008). Despite some criticism of this self-insight approach, this method is considered to 

be able to improve the quality of managerial self-insight because it uses the actual 

decision makers, such as top managers, as respondents (Chenhall & Morris, 1986; 

Larcker, 1981; Wright, 1977). It can be observed from Table 4-6 that the Cronbach’s 

alpha coefficient is 0.872, indicating a satisfactory reliability level for the instrument 

(Nunnally, 1978; Zikmund, et al., 2010).  

 

Table 4-6.  Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Managerial Use of MAS Information 

 1 2 3 4 5 6 7 

Financial aspects of operation 1.000       

Non-financial aspects of 

operation 

0.530 1.000      

Non-financial aspects of 

market 

0.564 0.536 1.000     

Future event 0.542 0.339 0.531 1.000    

Likelihood of future events 0.395 0.284 0.483 0.578 1.000   

Social changes 0.516 0.620 0.422 0.429 0.467 1.000  

External environment 0.525 0.587 0.560 0.484 0.462 0.676 1.000 

Number of cases = 116; Cronbach’s α = 0.872 

 

The KMO value for managerial use of MAS information instruments was 0.849 with 

significant Bartlett’s Test of Sphericity, therefore factor analysis could be performed. 

Construct validity results for the instrument measuring the MAS information presented 

in Table 4-7 reveals that each of the seven items in the MAS information instrument 

loads on a single factor, indicating a uni-dimensionality character of the instrument. The 

eigenvalue for the factor is 4.020, explaining 57.423% of the variance. With minimum 
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varimax rotated factor loadings 0.681, the factor loadings for the managerial use of 

MAS information items were considered significant (Hair et al., 2010). 

 

Table 4-7. Factor Loadings for Instrument Measuring the Managerial Use of MAS 
Information 

Financial aspects of operation 0.771 

Non-financial aspects of operation 0.739 

Non-financial aspects of market 0.774 

Future event 0.730 

Likelihood of future events 0.681 

Social changes 0.784 

External environment 0.818 

Eigenvalue = 4.020, Variance explained = 57.423%  

 

4.5.4 Hotel Sustainable Performance (HSP) 
The present study has categorised hotel sustainable performance (HSP) as having five 

indicators (financial, customer, internal business, learning and growth, social and 

environmental) based on a Sustainable Balanced Scorecard (SBSC) approach. As there 

is no common standard for measuring HSP in the hotel industry (Bohdanowicz & 

Martinac, 2007; Clarke & Chen, 2007; Evans, 2005; Font, 2002; Holcomb, Upchurch, 

& Okumus, 2007), the present study adapted HSP instruments from several relevant 

studies. The items in this study (financial, customer, internal business process and 

learning and growth performance) were adapted from items developed by Chen et al. 

(2011) based on Kaplan and Norton’s balanced scorecard approach (Kaplan & Norton, 

1992, 1996, 2001). The social and environment performance items were adapted from 

items developed by Holcomb et al. (2007) and Gil et al. (2001), supported by in-depth 

interviews.   

 

From an extensive search of relevant literature, it was found that it is likely that there 

are no objective measures of HSP. As a result, the present study used subjective 

measures by asking the respondents to indicate their hotel’s performance compared to 

that of their competitors. Subjective data have been gathered by using a Likert-type 

scale, where 1 indicates well below average and 5 indicates well above average. This 

method has been used in previous studies to measure organisational performance 

(Abernethy & Lilis, 1995; Avci, et al., 2011; Bangchokdee, 2008; Chen, et al., 2011; 
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Dess & Robinson, 1984; Garrigos-Simon & Marques, 2005; Hoque & James, 2000; 

Jennings, et al., 2003; Patiar & Mia, 2008; Winata, 2005). Despite some criticism of this 

self-insight approach, this method improves the quality of managerial self-insight 

because it uses decision-makers such as top managers as respondents (Chenhall & 

Morris, 1986; Larcker, 1981; Wright, 1977). For example, Dess and Robinson (1984) 

stated that managerial assessments are consistent in general with internal objective 

performance measures. Further, due to confidentiality concerns, it is often challenging 

to obtain actual accounting data from organisations unless these data are published 

publicly (Avci, et al., 2011). Similarly, Dalem et al. (2010) in studying the Bali hotel 

industry referred to their problem in collecting environment-related report data such as 

water consumption, energy consumption, biodegradable cleaning chemicals, and natural 

vegetation. From 100 hotels located in three cities, they could collect only 12 samples 

due to hotels’ concerns about confidentiality or data unavailability. In order to avoid 

similar problems and improve response rates, the current study used self-reported 

financial and non-financial performance measures. 

 

Table 4-8 presents HSP instruments applied for the purpose of this study. Each 

instrument was tested for reliability and validity. The results of these tests are presented 

in the following sections. 
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Table 4-8. HSP Instruments 

Financial Performance  
1. Net profit ratio 
2. Revenue growth rate 
3. Return on assets 
4. Occupancy rate 

Customer Performance  
1. Customer loyalty 
2. Market share 
3. Customer satisfaction 
4. New customer acquisition 
5. Service quality 

Internal Business Process Performance  
1. Customer background information compilation 
2. Management efficiency enhancement 
3. Product’s innovativeness and uniqueness 
4. Time reduction of operation cycle 
5. Time reduction for handling customer complaints 
6. Effective problem-solving percentage 

Learning and Growth Performance  
1. Employee satisfaction 
2. Employee professional ability 
3. Employee productivity 
4. Employee ability to manage emergencies 
5. Employee’s ability to accurately use information technology products 
6. Knowledge and resource sharing among employees 

Social and Environmental Performance  
1. Diversity and equality 
2. Support for local community 
3. Health and safety for workers 
4. Local recruitment priority for workers 
5. Use of environmentally friendly materials 
6. Use of ecological arguments for marketing campaigns 
7. Compliance with social and environmental regulations 
8. Quantification of environmental savings and costs in hotel budget 
9. Employees training on social and environmental issues 
10. Applies energy and water saving practices 

 

 4.5.4.1 Financial Performance 

As described in Table 4-8, hotel financial performance items included (Chen et al., 

2011):  

1. Net profit ratio 

2. Revenue growth rate 

3. Return on assets 

4. Occupancy rate 

 

 



Chapter 4 – Research design and methodology  

120 

Respondents indicated their performance compared to their competitors’ using a Likert-

type scale ranging from 1 (well below average) to 5 (well above average). The hotel 

financial performance variable demonstrated internal consistency with a Cronbach’s 

alpha coefficient of 0.869 (See Table 4-9). 

 

Table 4-9.  Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Financial Performance  

 1 2 3 4 

Net profit ratio 1.000    

Revenue growth rate 0.671 1.000   

Return on assets 0.648 0.577 1.000  

Occupancy rate 0.687 0.585 0.586 1.000 

Number of cases = 116; Cronbach’s α = 0.869 

 

The Kaiser-Meyer-Oklin (KMO) value was 0.826, exceeding the recommended value of 

0.6 (Tabachnick & Fidell, 2013) with a significant Bartlett’s Test of Sphericity, 

indicating the factorability of the correlation matrix. As presented in Table 4-10, factor 

loadings for financial performance instruments loads on a single factor with eigenvalue 

2.880 which explain almost 72% of the variance. It means that this instrument has a uni-

dimensionality character (Comrey & Lee, 1992). 

 

Table 4-10. Factor Loadings for Instrument Measuring the Financial Performance  

Net profit ratio 0.891 

Revenue growth rate 0.834 

Return on assets 0.826 

Occupancy rate 0.842 

Eigenvalue = 2.880, Variance explained = 71.993%  

 

 4.5.4.2 Customer-related Performance 

Following Chen et al. (2011), the present study measured customer-related performance 

based on five items (See Table 4-11):  

1. Customer loyalty 

2. Market share 

3. Customer satisfaction 

4. New customer acquisition 

5. Service quality  
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The extent of customer-related performance was assessed on a Likert-type scale ranging 

from 1 to 5 where 1 indicates well below average and 5 indicates well above average. 

The respondents were asked to respond to each of the six items indicating their hotel’s 

customer-related performance compared that of their competitors. 

  

Tables 4-11 and 4-12 present the results of the Cronbach’s alpha reliability and 

construct validity test of the instrument in the present study. It can be observed from 

Table 4-11 that the Cronbach’s alpha coefficient is 0.832, indicating an acceptable 

reliability level of the instrument (Nunnally, 1978; Zikmund, et al., 2010). With KMO 

value of 0.795 for customer-related performance instruments and significant Bartlett’s 

Test of Sphericity, a confirmatory factor analysis could be applied (Tabachnick & 

Fidell, 2013). Further, Table 4-12 shows the uni-dimensionality character of the 

customer-related performance instrument by having each item loading on a single factor 

and factor loading more than 0.55 (Comrey & Lee, 1992). With eigenvalue greater than 

1, it explains 60.499% of the variance. 
 

Table 4-11. Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Customer-related Performance  

 1 2 3 4 5 

Customer loyalty 1.000     

Market share 0.543 1.000    

Customer satisfaction 0.445 0.473 1.000   

New customer acquisition 0.514 0.413 0.654 1.000  

Service quality 0.408 0.431 0.526 0.637 1.000 

Number of cases = 116; Cronbach’s α = 0.832 

 

Table 4-12. Factor Loadings for Instrument Measuring the Customer-related 
Performance  

Customer loyalty 0.740 

Market share 0.723 

Customer satisfaction 0.804 

New customer acquisition 0.840 

Service quality 0.776 

Eigenvalue = 3.025, Variance explained = 60.499% 
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 4.5.4.3  Internal Business Process-related Performance 

Following Chen et al. (2011), who conducted a study of the hotel industry, six items 

were used to measure internal business process-related performance (see Table 4-13): 

1. Customer background information compilation 

2. Management efficiency enhancement  

3. Product’s quality innovativeness and uniqueness 

4. Time reduction of operation cycle 

5. Effective problem-solving percentage  

6. Time reduction for handling customer complaints  

 

Respondents were asked to indicate on a Likert-type scale their hotel’s internal business 

process performance relative to their competitors’. On the scale, 1 indicates well below 

average and 5 indicates well above average.  

 

It can be observed from Table 4-13 that Cronbach’s alpha coefficient is 0.722, 

indicating a satisfactory reliability level for the instrument (Nunnally, 1978; Zikmund, 

et al., 2010). Confirmatory factor analysis was performed to test that the instrument 

validity met the requirement of KMO (KMO value was greater than 0.6) and significant 

Bartlett’s Test of Sphericity (Tabachnick & Fidell, 2013). Two items (hotel product’s 

quality innovativeness and uniqueness, and effective problem-solving percentage) have 

to be excluded following this requirement, as its factor loading was less than 0.55. Table 

4-14 shows that all six items in the instrument are loaded on a single factor with the 

eigenvalue of 2.200, which explained 54.992% of the variance. Hence, reliability and 

validity criteria have been fulfilled. 

 

Table 4-13.  Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Internal Business Process-related Performance  

 1 2 3 4 

Customer background information compilation 1.000    

Management efficiency enhancement 0.449 1.000   

Time reduction of operation cycle 0.507 0.430 1.000  

Time reduction for handling customer 
complaints 

0.384 0.260 0.346 1.000 

Number of cases = 116; Cronbach’s α = 0.722 
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Table 4-14. Factor Loadings for Instrument Measuring the Internal Business 
Process-related Performance 

Customer background information compilation 0.807 

Management efficiency enhancement 0.722 

Time reduction of operation cycle 0.785 

Time reduction for handling customer complaints 0.641 

Eigenvalue = 2.200, Variance explained = 54.992%  

 

 4.5.4.4  Learning and Growth-related Performance 

Six items to measure the learning and growth-related performance variable were 

adapted from Chen et al.’s (2011) study in the hotel industry, which was based on 

Kaplan and Norton’s balanced scorecard approach (Kaplan & Norton, 1992, 1996, 

2001). The items are: 

1. Employee satisfaction  

2. Employee professional ability 

3. Employee productivity 

4. Employee ability to manage emergencies 

5. Employee ability to use IT products 

6. Knowledge and resource sharing among employees  

 

Table 4-15 shows that this variable has a good internal consistency with Cronbach’s 

alpha coefficient of 0.835 (Nunnally, 1978; Zikmund, et al., 2010). With the KMO 

value being greater than 0.6 and a significant Bartlett’s Test of Sphericity, a 

confirmatory factor analysis could be applied (Tabachnick & Fidell, 2013). To test the 

construct validity, Principal Components Analysis with varimax orthogonal rotation 

was performed. According to Comrey and Lee (1992), the orthogonal factor loading 

should be at least 0.55 with 30% of variance considered to be a good factor (Comrey & 

Lee, 1992). The results, presented in Table 4-16, suggest that factor analysis extracted a 

single factor with an eigenvalue greater than one, which explains a total of 55.456% of 

the variance in learning and growth performance. Table 4-16 presents varimax rotated 

factor loadings of this instrument with a minimum loading of 0.646. Therefore, the 

instrument was considered to meet the criteria for construct validity.  
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Table 4-15. Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Learning and Growth-related Performance  

 1 2 3 4 5 6 

Employee satisfaction 1.000      

Employee professional ability 0.366 1.000     

Employee productivity 0.418 0.509 1.000    

Employee ability to manage 

emergencies 

0.633 0.358 0.597 1.000   

Employee ability to use IT products 0.435 0.540 0.344 0.334 1.000  

Knowledge&resources sharing among 
employees 

0.416 0.355 0.665 0.618 0.345 1.000 

Number of cases = 116; Cronbach’s α = 0.835 

 

Table 4-16. Factor Loadings for Instrument Measuring the Learning and Growth-
related Performance  

Employee satisfaction 0.732 

Employee professional ability 0.684 

Employee productivity 0.806 

Employee ability to manage emergencies 0.810 

Employee ability to use IT products 0.646 

Knowledge & resources sharing among employees 0.776 

Eigenvalue = 3.327, Variance explained = 55.456%  

 

 4.5.4.5  Social and Environment-related Performance 

Lack of data on hotel social and environment-related performance may exist in the 

developing countries caused by relatively weak institutions, standards and appeal 

system (Kemp, 2001). In order to avoid this problem, in-depth interviews with open-

ended questions were conducted by asking five General Managers (GMs) about the 

social and environmental practices that they have applied in their hotels. For social-

related performance items, answers from GMs were in line with Holcomb’s (2007) 

suggestion that in terms of social practice, the community and the workforce were likely 

to be the major concerns emphasised by management (Holcomb, et al., 2007). 

Therefore, four social-related performance items were developed for this study based on 

the interview results. These items were:  
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1. Diversity and equality in the workplace 

2. Support for local community 

3. Health and safety of workers 

4. Priority to hire local staff.  

 

For environment-related performance items, this study used the environmental 

management instrument developed by Gil et al. (2001) which has also been adopted in 

other studies (Claver-Cortes, et al., 2007; Molina-Azorin, et al., 2009). Gil’s instrument 

of environmental management originally had seven items: (1) quantification of 

environmental savings and costs in hotel budget; (2) employees training on 

environmental issues; (3) priority to purchase ecological products; (4) using ecological 

arguments in hotel marketing campaign; (5) facilitate customer collaboration in 

environmental protection; (6) energy and water saving practices; and (7) selective 

collection of paper, oil, glass, etc. Based on the pilot study results with the five 

Indonesian hotel GMs, the present study used six items. These were:  

1. Use of environmentally-friendly materials 

2. Use of ecological arguments in marketing campaigns 

3. Quantification of environmental savings and costs in hotel budget 

4. Employee training on social and environmental issues 

5. Energy and water saving practices 

6. Compliance with social and environmental regulations. 

 

One item was modified (employee training on environmental issues) by including the 

social aspect; hence the item became “employee training on social and environmental 

issues”. One item was added, based on the interview results: compliance to social and 

environmental regulation. This modification and addition was due to Indonesian 

Government regulations. Hotels operating in Indonesia need to follow certain 

environmental procedures − such as following the AMDAL (Analisis Mengenai 

Dampak Lingkungan/Analysis of Environmental Impact) and IPAL (Instalasi 

Pembuangan Air Limbah/Waste Water Disposal Installation) − before they can start 

business. After establishing their business, hotels need to report their environment-

related performance to the government. Hotels also need to register their employees 

with the Labor Social Security Program (Jamsostek) to secure the employees’ rights to 

security, safety and welfare from their employers (Halim, 2010). Moreover, hotels are 

required to provide an occupational health and safety management system to guarantee 

a safe working environment for their employees. Hence, adding one item to measure 
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hotels’ social and environmental performance based on their compliance with the 

government regulations is relevant in the Indonesian business environment. 

 

The Cronbach’s alpha coefficient for ten social and environment-related performance 

instrument items was 0.90, indicating satisfactory internal reliability (Table 4-17). To 

test construct validity for this instrument, exploratory factor analysis with varimax 

rotation was performed. The Kaiser-Meyer-Oklin value was 0.90, exceeding the 

recommended value of 0.60, indicating the factorability of the correlation matrix 

(Tabachnick & Fidell, 2013). Results suggest that factor analysis extracted a single 

factor with an eigenvalue greater than one, explaining 55.543% of the variance. Table 4-

18 presents the rotated factor loadings of the instrument with a minimum loading 0.619. 

According to Hair et al. (2010). factor loadings should be at least 0.55 for about 120 

samples to be considered significant. Hence, the instrument exceeded the criteria for 

construct validity (See Table 4-18).  

 

Table 4-17. Reliability Analysis and Correlation Matrix for Instrument Measuring 
the Social and Environment-related Performance  

 1 2 3 4 5 6 7 8 9 10 

Diversity&equality 1.000          

Support for local 
community 

0.302 1.000         

Health and safety 
for workers 

0.480 0.545 1.000        

Local recruitment 
priority for workers 

0.336 0.467 0.671 1.000       

Use of 
environmentally 
friendly materials 

0.378 0.357 0.601 0.459 1.000      

Ecological 
arguments for 
marketing 
campaigns 

0.379 0.534 0.639 0.554 0.605 1.000     

Compliance with 
social/environmental 
regulation 

0.424 0.500 0.651 0.535 0.690 0.613 1.000    

Quantification of 
environmental 
saving & costs in 
hotel budget 

0.407 0.438 0.550 0.407 0.526 0.390 0.589 1.000   

Employees training 
on social/ 
environmental 
issues 

0.581 0.470 0.554 0.360 0.387 0.383 0.551 0.537 1.000  

Applies energy and 
water saving 
practices 

0.424 0.395 0.574 0.423 0.532 0.476 0.646 0.691 0.552 1.000 

Number of cases = 116; Cronbach’s α = 0.904 
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Table 4-18. Factor Loadings for Instrument Measuring the Social and 
Environment-related Performance  

Diversity and equality 0.619 

Support for local community 0.667 

Health and safety for workers 0.849 

Local recruitment priority for workers 0.701 

Use of environmentally friendly materials 0.752 

Ecological arguments for marketing campaigns 0.753 

Compliance with social/environmental regulation 0.843 

Quantification of environmental saving & costs in hotel budget 0.747 

Employees training on social and environmental issues 0.718 

Applies energy and water saving practices 0.774 

Eigenvalue = 5.554, Variance explained = 55.543%  

4.6  In-depth Interviews 

In-depth interviews were conducted in the present study to complement the survey 

results because they may enable researchers to investigate the interviewee for clarity or 

more detailed information relating to research issues (Tashakkori & Teddlie, 2003). For 

the present study, the interviews focused on the clarification relating to the following 

issues from general managers in the hotel industry: 

1. the application of competitive strategy  

2. the application of strategic alliance 

3. the managerial use of MAS information 

4. social-environment practices 

5. the relationships between competitive strategy, strategic alliance, and managerial 

use of MAS information to support hotel sustainable performance. 

Results from interviews were also used to determine social and environmental 

performance instrument items for the present study. Further, the interview results were 

used to enhance an understanding of how competitive strategy, strategic alliance, and 

managerial use of MAS information may influence a hotel’s sustainable performance. 

 

In the survey questionnaire, general managers were asked to indicate their willingness 

to participate in an interview. In total, nineteen general managers participated in the 

interview: seven from 3-star hotels, five from 4-star hotels, and seven from 5-star 

hotels. Each interview took from 40 to 60 minutes; the proceedings were recorded using 

a mobile phone and by taking brief written notes. The questions were open-ended, and 

were related to the variables used in the present study. Tables 4-19a to 4-19e present the 

profile of each hotel. More details of the interviews are discussed in Chapter 6. 
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 Table 4-19a. Interview Data: Demographic Details and Content Theme −−−− Hotels A to D 

Hotel Hotel A Hotel B Hotel C Hotel D 
Demographic Details     
Hotel Category 4 star 3 star 5 star 3 star 
Company Type National hotel chain National hotel chain International hotel chain National hotel chain 
No. of rooms 191 103 50 91 
No. of employees 260 100 122 99 
Content Theme     
Competitive strategy Differentiation strategy based 

on service quality 
Differentiation strategy 
based on service quality and 
business facility (i.e., media 
centre)  

Differentiation strategy with high 
class customer segmentation, 
luxurious facility, and personalised 
service 

Cost leadership strategy 
(manager focuses on 
discount price strategy) 

Strategic alliance Vertical, horizontal, and 
diagonal 

Vertical and horizontal Vertical and horizontal Vertical and horizontal 

Managerial use of MAS 
information 

Manager uses financial and 
non-financial information 
such as customer demand and 
market-related information 

Manager uses MAS 
information including guess 
comments and competitor 
actions 

Manager uses MAS information 
including personalised customer 
profile 

Manager uses financial and 
non-financial information to 
determine room price 

Social and Environment 
Practices 

Support for local community, 
health and safety for workers, 
local recruitment priority, 
diversity and equality,  
employee training, energy & 
water saving practices, 
compliance to regulation 

Support for local 
community, health and 
safety for workers, local 
recruitment priority, 
diversity and equality, 
employee training, 
energy&water saving 
practices, compliance to 
regulation 

Support for local community, health 
and safety for workers, diversity and 
equality, local recruitment priority, 
employee training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological arguments 
for marketing campaigns, use 
environmentally friendly materials 

Support for local 
community, health and 
safety for workers, local 
recruitment priority, 
diversity and equality, 
employee training, energy & 
water saving practices, 
compliance to regulation, 
use environmentally friendly 
materials 
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Table 4-19b. Interview Data: Demographic Details and Content Theme −−−− Hotels E to H 

Hotel Hotel E Hotel F Hotel G Hotel H 
Demographic Details     
Hotel Category 3 star 4 star 3 star 5 star 
Company Type Government-owned National hotel chain National hotel chain International hotel chain 
No. of rooms 30 146 200 360 
No. of employees 37 137 185 650 
Content Theme     
Competitive strategy Cost leadership strategy 

as it depends on 
government budget 

Differentiation strategy based on 
MICE (Meeting, Incentive, 
Convention, and Exhibition) activity  

Differentiation strategy based 
on strategic location 

Differentiation based on location and 
customised service 

Strategic alliance Focuses more on 
horizontal 

Vertical and horizontal Vertical and horizontal Vertical and horizontal 

Managerial use of 
MAS information 

Manager uses financial 
and non-financial 
information to determine 
appropriate price 

Manager uses financial and non-
financial information collected by its 
market intelligent team 

Manager uses financial and non-
financial information related to 
customer and competitor 

Manager uses financial and non-
financial information such as 
competitor action and customer trend 

Social and 
Environment Practices 

Support for local 
community, health and 
safety for workers, local 
recruitment priority, 
diversity and equality, 
employee training, 
energy & water saving 
practices, compliance to 
regulation, use 
environmentally friendly 
materials 

Support for local community, health 
and safety for workers, diversity and 
equality, local recruitment priority, 
employee training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological arguments 
for marketing campaigns, use 
environmentally friendly materials 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving 
practices,  use environmentally 
friendly materials 

Support for local community, health 
and safety for workers, diversity and 
equality, local recruitment priority, 
employee training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological arguments 
for marketing campaigns, use 
environmentally friendly materials 



Chapter 4 – Research design and methodology  

130 

 

Table 4-19c. Interview Data: Demographic Details and Content Theme −−−− Hotels I to L 

Hotel Hotel I Hotel J Hotel K Hotel L 

Demographic Details     
Hotel Category 4 star 5 star 4 star 5 star 
Company Type National hotel chain National hotel chain National hotel chain International hotel chain 
No. of rooms 219 430 148 246 
No. of employees 190 523 166 187 
Content Theme     
Competitive strategy Differentiation strategy 

based on facility (i.e., largest 
ballroom in the province, 
golf field, water park, theme 
park, outbound area) 

Differentiation strategy based on 
strategic location and personalised 
service 

Differentiation strategy by 
utilising local culture (i.e., local 
art performance, local 
architecture) 

Differentiation strategy based on 
personalised service and luxurious 
facility (i.e., largest ballroom in the 
province, special-made bed) 

Strategic alliance Vertical and horizontal Vertical and horizontal Vertical and horizontal Vertical and horizontal 
Managerial use of 
MAS information 

Manager uses financial and 
non-financial information 
relating to customer and 
competitor 

Manager uses MAS information 
resulting from routine report, 
guess comment, market trend, and 
competitor analysis 

Manager uses both financial and 
non-financial information 

Financial and non-financial 
information are very useful to make 
decision related to room rate, 
promotion and special event 

Social and 
Environment Practices 

Support for local 
community, health and 
safety for workers, diversity 
and equality, local 
recruitment priority, 
employee training, 
compliance to 
social/environmental 
regulation, energy & water 
saving practices,  use 
environmentally friendly 
materials 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological 
arguments for marketing 
campaigns, use environmentally 
friendly materials 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological 
arguments for marketing 
campaigns, use environmentally 
friendly materials 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological 
arguments for marketing 
campaigns, use environmentally 
friendly materials 
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Table 4-19d. Interview Data: Demographic Details and Content Theme −−−− Hotels M to P 

Hotel Hotel M Hotel N Hotel O Hotel P 

Demographic Details     
Hotel Category 5 star 4 star 5 star 3 star 
Company Type National hotel chain International hotel chain National hotel chain National hotel chain 
No. of rooms 312 30 430 129 
No. of employees 465 80 523 120 
Content Theme     
Competitive strategy Differentiation strategy based on 

personalised service and special 
facility for family (i.e., DVD and 
PS3 player at family room) 

Both differentiation (based on 
service quality) and cost 
leadership through discounted 
price (when the room 
occupancy rate <40%) strategies 

Differentiation strategy based on 
personalised service, luxurious 
facility (i.e., private beach, luxurious 
menu) 

Differentiation strategy 
based on service quality and 
4- star facility (i.e., bigger 
room) 

Strategic alliance Vertical and horizontal Vertical and horizontal Vertical and horizontal Vertical, horizontal, and 
diagonal 

Managerial use of 
MAS information 

Financial and non-financial 
information are essential to make 
an effective decision 

Manager uses MAS information 
resulting from daily report (i.e., 
sales call, occupancy, average 
room rate) and competitor 
analysis   

MAS information is used to 
determine room price and strategic 
actions 

Manager uses financial and 
non-financial information to 
make decision relating to 
room price  

Social and 
Environment 
Practices 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological 
arguments for marketing 
campaigns, use environmentally 
friendly materials 

Support for local community, 
health and safety for workers, 
diversity and equality, local 
recruitment priority, employee 
training, compliance to 
social/environmental regulation, 
energy & water saving 
practices,  use environmentally 
friendly materials 

Support for local community, health 
and safety for workers, diversity and 
equality, local recruitment priority, 
employee training, compliance to 
social/environmental regulation, 
energy & water saving practices, 
quantification of environmental 
saving & costs, ecological arguments 
for marketing campaigns, use 
environmentally friendly materials 

Support for local 
community, health and 
safety for workers, diversity 
and equality, local 
recruitment priority, 
employee training, 
compliance to 
social/environmental 
regulation, energy & water 
saving practices,  use 
environmentally friendly 
materials 
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Table 4-19e. Interview Data: Demographic Details and Content Theme −−−− Hotels Q to S 

Hotel Hotel Q Hotel R Hotel S 

Demographic Details    
Hotel Category 3 star 3 star 5 star 
Company Type Family business Family business International hotel chain 
No. of room 56 58 33 
No. of employee 80 60 173 
Content Theme    
Competitive strategy Differentiation strategy based on unique 

interior and cultural package such as 
exclusive dinner at a local temple 

Both differentiation (based on service 
quality) and cost leadership (based on 
discounted price) strategies 

Differentiation strategy based on high 
service quality and attractive 
accommodation packages 

Strategic alliance Vertical and horizontal Vertical, horizontal, diagonal Vertical and horizontal 
Managerial use of MAS 
information 

Manager uses financial and non-financial 
information to determine appropriate price 
and strategic actions 

Manager uses financial and non-financial 
information to determine appropriate price 
and strategic actions 

Manager uses financial and non-financial 
information to determine appropriate price 
and strategic actions 

Social and Environment 
Practices 

Support for local community, health and 
safety for workers, diversity and equality, 
local recruitment priority, employee 
training, compliance to 
social/environmental regulation, energy & 
water saving practices,  use 
environmentally friendly materials 

Support for local community, health and 
safety for workers, diversity and equality, 
local recruitment priority, employee 
training, compliance to 
social/environmental regulation, energy & 
water saving practices, use 
environmentally friendly materials 

Support for local community, health and 
safety for workers, diversity and equality, 
local recruitment priority, employee training, 
compliance to social/environmental 
regulation, energy & water saving practices, 
quantification of environmental saving & 
costs, ecological arguments for marketing 
campaigns, use environmentally friendly 
materials 

 



4.7  Chapter Summary  

This chapter has explained the procedures of collecting data and testing reliability and 

validity of the instruments used to measure the variables in the present study. A multi-

method research method for collecting data (questionnaire survey and in-depth 

interviews) was applied to improve the validity of the results. Cronbach’s alpha 

reliability coefficient and factor analysis for each instrument has been presented. The 

results reveal that all of the measures are uni-dimensional and meet the reliability and 

validity criteria. The following chapter presents the results of hypotheses testing. 
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Chapter 5  

Results 

5.0  Introduction 

This chapter presents the results obtained from the present study. Section 5.1 describes 

the results of the descriptive statistics; Section 5.2 explains the path analysis; Sections 

5.3 and 5.4 describe the appropriateness of path analysis including relevant data 

screening, followed by the results of the hypothesis tests for the full sample. Section 5.5 

presents the hypotheses test results using Partial Least Squares (PLS) and discusses the 

robustness test for the full sample and the small sample size of the sub-samples. The 

summary of the results is presented in Section 5.6. Finally, Section 5.7 concludes this 

chapter.  

5.1  Results of Descriptive Statistics 

Competitive Strategy  

The descriptive statistics of the variables in the present study are shown in Table 5-1.  

 

Table 5-1. Descriptive Statistics 

Variable Minimum 
(Actual) 

Maximum 
(Actual) 

Mean Standard 
Deviation 

Skewness Kurtosis 

X1 1.67 5.00 3.59 0.66 -0.03 -0.13 

X2 1.00 5.00 3.71 0.83 -0.49 0.65 

X3 2.86 5.00 4.19 0.59 -0.28 -0.74 

X4a 2.00 5.00 3.73 0.64 -0.10 0.08 

X4b 2.20 5.00 3.86 0.61 -0.26 -0.11 

X4c 3.00 5.00 4.11 0.42 -0.39 0.04 

X4d 2.50 5.00 3.99 0.53 -0.31 0.10 

X4e 2.80 5.00 4.01 0.52 0.06 -0.17 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = 
financial performance; X4b = customer-related performance; X4c = internal business process-related 
performance; X4d = learning and growth-related performance; X4e = social and environment-related 
performance. 
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The mean of the competitive strategy variable was 3.59 with an actual minimum score 

of 1.67 and actual maximum score of 5.00. The theoretical range was 1 to 5, where 1 

represents a low differentiation strategy (a strong cost leadership), and 5 represents a 

strong differentiation strategy. From frequency analyses using SPSS, 78.2% of the 

respondents focused more on a differentiation strategy, 8.1% of them emphasised both 

differentiation and cost leadership strategies equally, and 13.7% of them put more 

emphasis on a cost leadership strategy.  

 

Strategic Alliance 

The descriptive statistical results presented in Table 5-1 also show that the mean of 

strategic alliance was 3.71 with an actual minimum score of 1.00 and an actual 

maximum score of 5.00. The theoretical range of strategic alliance was from 1 to 5, 

where 1 refers to low engagement in strategic alliance and 5 refers to high engagement 

in strategic alliance. The frequency analysis of strategic alliance shows that 93.4% of 

respondents engaged in strategic alliance with their customers, 95.1% of respondents 

maintained strategic alliance with their distributors, 75.4% of respondents engaged in 

strategic alliance with their competitors, and 35.2% of respondents indicated a diagonal 

type of strategic alliance with companies from other sectors. 

 

Managerial Use of MAS Information 

The mean of managerial use of MAS information was 4.19 with an actual minimum 

score of 2.86 and an actual maximum score of 5.00. The theoretical range of managerial 

use of MAS information was 1 to 5, where 1 indicates that the hotel does not use MAS 

information for decision making, while 5 indicates the hotel uses MAS information to a 

great extent. The frequency analysis of SPSS showed that 94% of the respondents used 

MAS information to a greater than average extent. 

 

Financial Performance 

Table 5-1 also shows that the mean of financial performance was 3.73 with an actual 

minimum score of 2.00 and an actual maximum score of 5.00. The theoretical scale 

ranged was from 1 to 5. A score of 1 indicates a much lower financial performance 

compared to that of leading competitors, while 5 indicates a much higher financial 

performance compared to that of leading competitors. Frequency analysis provided by 

SPSS indicates that 81.9% of respondents suggested a higher financial performance 

compared to that of their leading competitor, 12.9% of respondents suggested a similar 
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financial performance, and 5.2% of respondents reported lower financial performance 

compared to that of their leading competitors. 

 

Customer-related Performance 

The mean of customer-related performance (see Table 5-1) was 3.86, with an actual 

minimum score of 2.20 and an actual maximum score of 5.00. The theoretical range was 

from 1 to 5, with 1 representing a much lower customer-related performance than that of 

leading competitors, and 5 representing a much higher customer-related performance 

compared to that of leading competitors. The frequency analysis of customer-related 

performance shows that 85.4% of respondents indicated a higher customer-related 

performance rather than that of their leading competitors, 10.3% of respondents 

indicated similar customer-related performance compared to that of their leading 

competitors, and only 4.3% of the respondents indicated a lower customer-related 

performance compared to that of to their competitors. 

 

Internal Business Process-related Performance 

According to the results in Table 5-1, the mean of internal business process-related 

performance was 4.11, with an actual minimum score of 3.00 and an actual maximum 

score of 5.00. The theoretical range was from 1 to 5 where 1 represents a much lower 

internal business process-related performance than that of leading competitors, and 5 

represents a much higher internal business process-related performance compared to 

that of leading competitors. Based on frequency analysis provided by SPSS, the results 

show that 97.4% of respondents indicated higher internal business process-related 

performance compared to that of their competitors, while the remainder (2.6%) 

indicated that their internal business process-related performance was similar to that of 

their competitors. No respondents stated that their internal business process-related 

performance was lower than that of their competitors. 

 

Learning and Growth-related Performance 

Table 5-1 illustrates that the mean of learning and growth-related performance was 3.99, 

with an actual minimum score of 2.50 and an actual maximum score of 5.00. The 

theoretical range was from 1 to 5, where 1 represents a much lower learning and 

growth-related performance than that of leading competitors, while 5 represents a much 

higher learning and growth-related performance compared to that of leading 

competitors. Frequency analysis shows that 94% of respondents specified their higher 
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learning and growth-related performance than that of competitors. There were 2.6% of 

respondents who specified similar learning and growth-related performance compared 

with that of competitors, and 3.4% of respondents who indicated a lower learning and 

growth-related performance than that of competitors. 

 

Social and Environment-related Performance 

From Table 5-1, it can be seen that the mean of social and environment-related 

performance was 4.01, with an actual minimum score of 2.80 and an actual maximum 

score of 5.00. A score of 1 indicates a much lower social and environment-related 

performance compared to that of leading competitors, while 5 indicates a much higher 

social and environment-related performance compared to that of leading competitors. 

From the frequency analysis, the results show that 94.8% of respondents indicated a 

higher social and environment-related performance than that of their leading 

competitors. There were 2.6% of respondents who indicated similar social and 

environment-related performance; likewise, 2.6% of respondents indicated a lower 

social and environment-related performance, compared to that of their leading 

competitors. 

5.2  Path Analysis 

Based on the model described in Chapter 3, this study used the path analysis method to 

test the hypotheses that were developed in this study. This method, which is defined as a 

way of “relating the correlation coefficients between variables in a multiple system to 

the functional relations among them” (Wright, 1934, p. 161), was chosen because it may 

identify direct or indirect effects on the relationship between the dependent and 

independent variables used in the research model (Pedhazur, 1997). As described by 

Wright (1934):  

The method of path coefficients is not intended to accomplish the impossible 
task of deducing causal relations from the values of the correlation coefficients. 
It is intended to combine the quantitative information given by the correlations 
with such qualitative information as may be at hand on causal relations to give 
a quantitative interpretation. (p. 193) 

  

A path analytic model contains exogenous and endogenous variables. An exogenous 

variable is a variable that is determined by factors outside the model (equivalent to an 

independent variable); therefore, it is not necessary to explain the variability of an 

exogenous variable or its relationship with another exogenous variable (or variables) in 

the model. An endogenous variable is a variable that depends on the exogenous variable 
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(equivalent to the dependent variable) (Hair, et al., 2010). The symbol Xs represents “the 

measured variables for which data have been collected” (Asher, 1983, p. 14). The 

symbol Ri is “residual or error or disturbance terms that represent those factors not 

actually measured that impinge upon the endogenous variables (Asher, 1983, p. 13). 

The path diagram has are two types of arrows: the first is a one-way arrow (usually 

displayed as going from left to right) that is drawn from the variables taken as 

independent to the variables taken as dependent; the second is a double-headed arrow 

indicating the effects of variables not included in the model (Pedhazur, 1997). This 

diagram, as drawn in Figure 5-1, is useful to visualise the pattern of the relationships 

between the variables in a model (Pedhazur, 1997). 

Figure 5-1. The Model of the Study 
 

For the model in Figure 5.1., competitive strategy (X1) becomes an exogenous 

(independent) variable. Strategic alliance (X2) and managerial use of MAS information 

(X3) are intermediate endogenous (dependent) variables because their variabilities are 

considered when analysing the exogenous variable, competitive strategy (X1). Next, 

managerial use of MAS information (X3) joins competitive strategy (X1) and strategic 

alliance (X2) as exogenous variables in explaining the variability in the ultimate 

endogenous (dependent) variable – hotel sustainable performance (X4) – which consists 
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of financial performance (X4a), customer-related performance (X4b), internal business 

process-related performance (X4c), learning and growth-related performance (X4d), and 

social and environment-related performance (X4e). The term p represents a path 

coefficient or β (a standardized regression coefficient) that describes the direct effect of 

the independent variable on the dependent variable, while residuals (Ri where i = s, t, u, 

v, w, y, z) represents variables not measured in the model, but which still affect 

endogenous variables (Pedhazur, 1997).  

 

With further reference to the model, the present study has seven dependent variables: 

strategic alliance, managerial use of MAS information, financial performance, 

customer-related performance, internal business process-related performance, learning 

and growth-related performance, and social and environment-related performance. 

Pedhazur (1997) stated that: 

Each endogenous (dependent) variable in a causal model can be represented by 
an equation consisting of the variables on which it is hypothesized to be 
dependent and a residual representing variable not included in the model. For 
each independent variable in the equation there is a path coefficient indicating 
the amount of expected change in the dependent variable as a result of a unit 
change in the independent variable. (p. 772) 

 

Technically, path analysis is a conventional multiple regression technique (Pedhazur, 

1997). The regression needs to be executed in stages, based on the numbers of 

dependent variables in the model (Winata, 2005). The present study applied three 

separate multiple regressions. In the first, strategic alliance (X2) was regressed on 

competitive strategy (X1). In the second multiple regression, the managerial use of MAS 

information (X3) was regressed on competitive strategy (X1) and strategic alliance (X2). 

The third multiple regression required HSP (X4a-4e) to be regressed on competitive 

strategy (X1), strategic alliance (X2), and the managerial use of MAS information (X3). 

 

Equation 5.1 below is used to test hypothesis H1, followed by Equation 5.2 to test 

hypotheses H2 and H3. After that, Equations 5.3 to 5.7 were used to test hypotheses 

H4a-e, H5a-e, and H6a-e (see Figure 5-1). Since hotel sustainable performance (HSP) in the 

present study is evaluated following the sustainable balanced scorecard approach that 

includes five perspectives (financial, customer, internal business process, learning and 

growth, social and environmental), Equation 5.3 to 5.7 were used to separately represent 

these five perspectives, as follows.  
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X2 =  p21X1 + p2sRs                                                                           (5.1) 

X3 =  p31X1 + p32X2 + p3tRt               (5.2) 

X4a =  p4a1X1 + p4a2X2 + p4a3X3 + p4auRu                                                                                      (5.3) 

X4b =  p4b1X1 + p4b2X2 + p4b3X3 + p4bvRv                                       (5.4) 

X4c =  p4c1X1 + p4c2X2 + p4c3X3 + p4cwRw                                            (5.5) 

X4d =  p4d1X1 + p4d2X2 + p4d3X3 + p4dyRy                                      (5.6) 

X4e =  p4e1X1 + p4e2X2 + p4e3X3 + p4ezRz            (5.7) 

 

In Equation 5.1 above, X2 is the term for strategic alliance (dependent variable), while 

the independent variable is competitive strategy (X1). p21 is the direct effect of X1 on X2. 

Rs stands for the residuals (unanalysed) effect on X2 that is not included in the equation. 

In this first equation, strategic alliance (X2) was regressed on competitive strategy (X1). 

The path coefficient from competitive strategy to strategic alliance was revealed (p21). 

 

For the Equation 5.2, X3 is the managerial use of MAS information (the dependent 

variable), while the independent variables are competitive strategy (X1) and strategic 

alliance (X2). p31 is the direct effect of X1 on X3 and p32 is the direct effect of X2 on X3. Rt 

stands for the residuals (unanalysed) effect on X3 that is not included in the equation. In 

this second equation, managerial use of MAS information (X3) was regressed against 

competitive strategy (X1) and strategic alliance (X2). Path coefficients from competitive 

strategy and strategic alliance to the managerial use of MAS information were obtained 

(p31 and p32). 

 

For the Equation 5.3, X4a represents financial performance, while p4a1, p4a2, and p4a3 are 

the path coefficients for the direct relationship between competitive strategy (X1), 

strategic alliance (X2), managerial use of MAS information (X3), and the financial 

performance (X4a). The path coefficient (p4au) is the unanalysed relationship between 

exogenous variables (Ru) not included in the model. This third equation performed 

regression of financial performance (X4a) on competitive strategy (X1), strategic alliance 

(X2), and managerial use of MAS information (X3). From this regression, path 

coefficients from competitive strategy, strategic alliance and managerial use of MAS 

information to financial performance were obtained (p4a1, p4a2, and p4a3). 

 

In the Equation 5.4, X4b stands for customer-related performance, while p4b1, p4b2, and 

p4b3 represent the path coefficients for the direct relationship between competitive 
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strategy (X1), strategic alliance (X2), managerial use of MAS information (X3) and the 

customer-related performance (X4b). The path coefficient (p4bv) reflects the unanalysed 

relationship between exogenous variables (Rv) not included in the equation. This fourth 

equation performed regression of customer-related performance (X4b) on competitive 

strategy (X1), strategic alliance (X2), and managerial use of MAS information (X3). From 

this regression, path coefficients from competitive strategy, strategic alliance and 

managerial use of MAS information to customer-related performance were obtained 

(p4b1, p4b2, and p4b3). 

 

In the Equation 5.5, X4c corresponds to internal business process-related performance, 

while p4c1, p4c2, and p4c3 are the path coefficients for the direct relationship between the  

competitive strategy (X1), strategic alliance (X2), managerial use of MAS information 

(X3), and internal business process-related performance (X4c). The path coefficient (p4cw) 

is the unanalysed relationship between exogenous variables (Rw) not included in the 

model. This fifth equation performed regression of internal business process-related 

performance (X4c) on competitive strategy (X1), strategic alliance (X2), and managerial 

use of MAS information (X3). From this regression, path coefficients from competitive 

strategy, strategic alliance and managerial use of MAS information to internal business 

process-related performance were acquired (p4c1, p4c2, and p4c3 respectively). 

 

The variable X4d represents learning and growth-related performance, while p4d1, p4d2, 

and p4d3 are the path coefficients for the direct relationship between competitive strategy 

(X1), strategic alliance (X2), managerial use of MAS information (X3), and the learning 

and growth-related performance (X4d) in the sixth equation (5.6). The path coefficient 

(p4dy) reflects the unanalysed relationship between exogenous variables (Ry) not 

included in the equation. This sixth equation carried out regression of learning and 

growth-related performance (X4d) against competitive strategy (X1), strategic alliance 

(X2), and managerial use of MAS information (X3). From this regression, path 

coefficients from competitive strategy, strategic alliance and managerial use of MAS 

information to learning and growth-related performance were obtained (p4d1, p4d2, and 

p4d3). 

 

Finally, X4e (Equation 5.7) corresponds to social and environment-related performance, 

while p4e1, p4e2, and p4e3 are the path coefficients for the direct relationship between  

competitive strategy (X1), strategic alliance (X2), managerial use of MAS information 
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(X3), and the social and environment-related performance (X4e). The path coefficient 

(p4ez) is the unanalysed relationship between exogenous variables (Rz) not included in 

the model. This seventh equation performed regression of social and environment-

related performance (X4e) on competitive strategy (X1), strategic alliance (X2), and 

managerial use of MAS information (X3). From this regression, path coefficients from 

competitive strategy, strategic alliance and managerial use of MAS information to social 

and environment-related performance were obtained (p4e1, p4e2, and p4e3 respectively). 

 

Exogenous variables are assumed to be dependent on variables that are excluded in the 

equation and which are consequently represented entirely by a residual term. Hence, it 

is assumed that the residuals in the equations above are not correlated with the variables 

in the equation in which they were being performed, nor with any of the variables 

preceding them in the model (Pedhazur, 1997). Based on this condition, this section 

employs the ordinary least squares (OLS) method for calculating the β (standardised 

regression coefficients). The OLS approach has been used by other scholars to test 

relationships between competitive strategy and firm performance (Amoako-Gyampah & 

Acquaah, 2008). 

 

In path analysis, an endogenous variable is regressed on the variables that are 

hypothesised to affect it (Pedhazur, 1997). Accordingly, path coefficients are calculated 

from the particular set of independent variables to dependent variables at particular 

stages. The present study requires three multiple regressions analyses for calculating all 

the path coefficients. The path coefficient of correlation between R (residual) and 

dependent variable (Xi) equals jiR ,
21− where R2

i,j refers to the squared multiple 

correlation of dependent variable i with independent variable j. Based on Figure 5-1, the 

path coefficients from residuals to dependent variables in the present study were 

performed as follows.  

 P2s   =   1,2
21 R−  

 P3t   =  2.1,3
21 R−  

 P4au = 3.2.1,4
21 aR−  

 P4bv = 3.2.1,4
21 bR−  

 P4cw = 3.2.1,4
21 cR−  
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 P4dy = 3.2.1,4
21 dR−  

 P4ez = 3.2.1,4
21 eR−  

 

As previously mentioned, the major benefit of using the path analysis technique is that it 

may identify direct and indirect effects of exogenous variables on the endogenous 

variables in the model (Pedhazur, 1997).  Likewise, Pedhazur (1997) stated that path 

analysis technique may enable the correlation between any two variables to be 

decomposed into a sum of simple (direct) and compound (indirect) paths. Particularly 

related to the present study, the path analysis may identify the direct effect between 

competitive strategy and strategic alliance, followed by the direct effect of the 

exogenous variable (competitive strategy, strategic alliance, and managerial use of MAS 

information) on a hotel’s sustainable performance, and the indirect effect of competitive 

strategy and strategic alliance on the hotel’s sustainable performance via managerial use 

of MAS information. The direct and indirect effects of independent variables on 

dependent variables are presented in Table 5-2. 

 

Table 5-2. Direct and Indirect Effects of Independent Variables on Dependent 
Variables 

Combination of Variables Direct Effects Indirect Effects 
X1 with X2 p21  

X1 with X3 p31  p32p21 

X2 with X3 p32  

X1 with X4a p4a1 p4a2 p21,  p4a3 p31,  p4a3 p32 p21 

X2 with X4a p4a2 p4a3 p32 

X3 with X4a p4a3  

X1 with X4b p4b1 p4b2 p21,  p4b3 p31,  p4b3 p32 p21 

X2 with X4b p4b2 p4b3 p32 

X3 with X4b p4b3  

X1 with X4c p4c1 p4c2 p21,  p4c3 p31, p4c3 p32 p21 

X2 with X4c p4c2 p4c3 p32 

X3 with X4c p4c3  

X1 with X4d p4d1 p4d2 p21,  p4d3 p31, p4d3 p32 p21 

X2 with X4d p4d2 p4d3 p32 

X3 with X4d p4d3  

X1 with X4e p4e1 p4e2 p21,  p4e3 p31, p4e3 p32 p21 

X2 with X4e p4e2 p4e3 p32,  p4e1 p21 

X3 with X4e p4e3  
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The total effect (effect coefficient, EC) can be calculated as ECi = (DE + IE), where ECi 

represents the total effect on the dependent variable i, while DE is the direct effect and 

IE is the indirect effect of the explanatory variables of that specific dependent variable 

(Pedhazur, 1997). Thus, the total effect for the model used in the present study is 

calculated as follows.  

 

EC2 = p21  For strategic alliance 

EC3 = p31 + p32 p21  For managerial use of MAS 
information 

EC4a = p4a1 + p4a2 + p4a3 + p4a2 p21 + p4a3 p31 + 
p4a3 p32 p21 +  p4a3 p32 

For financial performance 

EC4b = p4b1 + p4b2 + p4b3 + p4b2 p21 + p4b3 p31 + 
p4b3 p32 p21 + p4b3 p32 

For customer-related performance 

EC4c = p4c1 + p4c2 + p4c3 + p4c2 p21 + p4c3 p31 + 
p4c3 p32 p21 + p4c3 p32 

For internal business process-related 
performance 

EC4d = p4d1 + p4d2 + p4d3 + p4d2 p21 + p4d3 p31 + 
p4d3 p32 p21 + p4d3 p32 

For learning and growth-related 
performance 

EC4e = p4e1 + p4e2 + p4e3 + p4e2 p21 + p4e3 p31 + 
p4e3 p32 p21 +  p4e3 p32 + p4e1 p21 

For social and environment-related 
performance 

 

A correlation coefficient may be decomposed into not only direct effect (DE) and 

indirect effect (IE) as presented above, but also unanalysed effect (U) and spurious 

effect (S) (Pedhazur, 1997). The unanalysed aspects may emerge related to the 

correlated causes such as when the model has correlated exogenous variables, while the 

spurious effects may have common causes resulting from correlation between 

endogenous variables (Pedhazur, 1997). The calculation of decomposing correlations is 

presented in Appendix D. The summary results of this decomposition of correlations are 

presented in Table 5-17 in Section 5.4.7 after the conduct of hypotheses tests. 

5.3  The Assumptions of Path Analysis and Relevant Data 

Screening 
 

Pedhazur (1997, p. 771) stated five assumptions underlying the application of path 

analysis: 

(i) Relations among variables in the model are linear, additive, and causal, 

meaning there are no interaction relations between variables,  

(ii)  Each residual is not correlated with the variables that precede it in the model,  
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(iii)  There is a one-way causal flow in the system,  

(iv) The variables are measured on an interval scale, and  

(v) The variables are measured without error. 

 

Path analysis is also based on conventional multiple regression techniques. Hence, the 

assumptions underlying multiple regression should also apply to path analysis 

(Pedhazur, 1997). Tabachnick and Fidell (2013) suggested that the following 

assumptions should be checked before proceeding with the regression analysis: 

(i) Ratio of cases to independent variables (IVs) / adequacy of sample size 

(ii)  Absence of outliers among the independent variables (IVs) and dependent 

variables (DVs) 

(iii) Absence of multicollinearity and singularity among the independent variables 

(iv)  Presence of normality, linearity, homoscedasticity, and  

(v) Independence of residuals between the variables 

 

The following sections describe the tests applied to confirm that the above ten 

assumptions could be made, and so ensure that the data were appropriate for path 

analyses and regression analyses. 

 

5.3.1  Linear, Additive, and Causal Relationship between Variables 
Figure 5-1 shows that the model of the present study includes causal relationships 

between variables. Based on the theory and hypotheses developed in Chapter 3, the 

present study proposed that competitive strategy may influence strategic alliance, and 

competitive strategy and strategic alliance cause the change in the managerial use of 

MAS information. Next, the competitive strategy, strategic alliance, and managerial use 

of MAS information cause the change in financial, customer-related, internal business 

process-related, learning and growth-related, and social and environment-related 

performances. 

 

5.3.2  Each Residual is not Correlated with Preceding Variables 
Pedhazur (1997, p. 771) advised that “each residual is not correlated with the variables 

that precede it in the model”. For example, it is assumed that (p3t) is not correlated with 

X1 and X2, and (p3u) is not correlated with X1, X2, and X3 (see Figure 5-1). This means 

that the residuals are not correlated among themselves, or (p3t) is not correlated with 

(p3u).  
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5.3.3  One-way Causal Flow 

From Figure 5-1, it can be concluded that there is only a one-way causal flow in the 

present study, from left to right, or from independent variable to dependent variable. 

Consequently, the reciprocal causation between variables was absent, thus allowing this 

third assumption to be validly made. 

 

5.3.4 Variable Measurement in Interval Scale 
Pedhazur (1997, p. 771) stated that “the variables are measured on an interval scale”. 

The previous chapter has explained that the variable measurement in the present study 

used interval scales; consequently, this assumption is also valid.  

 

5.3.5 Variable Measurement without Error 
The fifth assumption of path analysis is that “the variables are measured without error” 

(Pedhazur, 1997, p. 771). Measurement error in exogenous and endogenous variables 

may weaken regression coefficients and generate biased standard errors (Duncan, 1975). 

In order to check this assumption, Kaplan (2009) suggested developing multiple 

measures for the construct and employing the construct directly into the path analysis, 

while Heise (1969) advised that the variable instruments should have high reliability. 

The present study has constructed variable measurement indicators cautiously based on 

relevant studies and in-depth interviews, and so satisfying the reliability of all 

instruments as each variable in the present study has Cronbach’s alpha value above 0.70 

(see Chapter 4). Further, the model in the present study was prudently built, based on an 

intense literature review (see Chapter 3). 

 

5.3.6 Ratio of Cases to Independent Variables (IVs) 
The sample size is important to determine the generalisability of the analysis results 

(Pallant, 2007). Hair, et al., (2010) suggested that a minimum of five samples per 

variables is needed, while Tabachnick and Fidell (2013) give a formula to calculate 

sample size, taking into account the number of IVs: N > 50 + 8m, where m = number of 

IVs. The present study uses four variables – (i) competitive strategy, (ii) strategic 

alliance, (iii) managerial use of MAS information, and (iv) hotel sustainable 

performance – and three IVs (competitive strategy, strategic alliance, and managerial 

use of MAS information). Firstly, based on Hair et al.’s (2010) suggestion, there should 

be at least 4 variables, each of 5 samples; that is, 20 cases. Even if five aspects of hotel 

sustainable performance were taken into account, there would be 40 cases (That is, in 
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this study there are eight variables: competitive strategy, strategic alliance, managerial 

use of MAS information, financial performance, customer-related performance, internal 

business process-related performance, learning and growth-related performance, and 

social and environment-related performance); multiplying these 8 variables by the 

minimum of 5 samples equals 40 cases. Secondly, based on Tabachnick and Fidell’s 

(2013) formula, the sample size of the present study should be 50 + (8 × 3 IVs) = 74 

cases. Since the actual sample size in the present study was 116, the minimum sample 

size requirements of Hair et al. (2010) and Tabachnick and Fidell (2013) were met.  

 

5.3.7 Absence of Outliers among the Independent Variables (IVs) and the 
Dependent Variables (DVs) 

Multiple regression is highly sensitive to outliers, defined as “a case with such an 

extreme value on one variable (a univariate outlier) or such a strange combination of 

scores on two or more variables (multivariate outlier) that it distorts statistics” 

(Tabachnick & Fidell, 2013, p. 72).  The presence of outliers can “adversely affect 

(distort) the results of the analysis” (Meyers, Gamst, & Guarino, 2006, p. 179). There 

are three methods of detecting outliers: univariate, bivariate, and multivariate detections 

(Hair, et al., 2010). As the present study involves more than two variables, the use of 

bivariate detection is more time-consuming because it emphasises analysing two 

variables at a time (Hair, et al., 2010). Hence, only univariate and multivariate methods 

were used to detect outliers in the present study. 

 

According to Tabachnick and Fidell (2013), univariate outliers can be identified by 

using standardied scores (z score), where cases with standardised scores of more than 

3.29 or less than -3.29 (p < 0.001, two-tailed test) are potential outliers. The results from 

SPSS DESCRIPTIVES indicated that no case had a standardised score of more than 

3.29 or less than -3.29. This means that there were no univariate outliers in the present 

study. 

 

Multivariate outliers can be detected by using Mahalanobis distance, determined by a 

critical Chi-square value at p < 0.001 with the number of independent variables (IVs) as 

degrees of freedom (Hair, et al., 2010; Tabachnick & Fidell, 2013). For the relationship 

between competitive strategy (IV) and strategic alliance (DV), the critical Chi-square 

value is 10.83 (Tabachnick & Fidell, 2013). There was no case found to exceed this 

value. For the relationship between competitive strategy, strategic alliance (the IVs) and 
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managerial use of MAS information (DV), the critical Chi-square value is 13.82 

(Tabachnick & Fidell, 2013). Case 9 was found to be an outlier as it had an indicated 

Mahalanobis distance value of 16.69, exceeding the critical value by 2.87. In the 

regression between competitive strategy, strategic alliance, managerial use of MAS 

information, and five aspects of hotel sustainable performance (financial, customer, 

internal business process, learning and growth, and social environmental), the critical 

Chi-square value is 16.27 (Tabachnick & Fidell, 2013). Again, the results found that 

case 9 indicated a Mahalanobis distance value of 19.21 (exceeding the critical value by 

2.94). This observation was not seen in earlier univariate analysis, meaning that this 

sole case was not unique on any single variable but instead is unique in combination 

(Hair, et al., 2010). 

 

Hair et al. (2010) suggested that outliers required careful consideration before being 

eliminated. Unless the outlier’s case becomes problematic in a particular technique, it 

should be retained to ensure the generalizability of the entire population (Hair et al., 

2010). Further, they advised possible outliers for a case with Mahalanobis distance 

value exceeding 2.5 in small samples and 3 or 4 in large samples. As mentioned above, 

the outliers in the present study (case 9) had excess values of 2.87 and 2.94, not far from 

the boundary. Moreover, Tabachnick and Fidell (2013) suggested that using Cook’s 

Distance, cases with values larger than 1 are a potential problem. Using SPSS 

REGRESSION with Cook’s Distance in the present study, all cases had a maximum 

value less than 1 (including case 9), suggesting that no major problem persisted. 

Therefore, case 9 was preserved for data analysis.  

 

5.3.8 Absence of Multicollinearity and Singularity among the 
Independent Variables 

Multicollinearity and singularity among the independent variables (IVs) are problems 

related to correlation in a regression model (Tabachnick & Fidell, 2013). 

Multicollinearity is found when correlation between variables is high (0.90 and above), 

while singularity exists when variables are redundant, or when one measured variable is 

a combination of two or more of the other variables (Tabachnick & Fidell, 2013). 

Tabachnick and Fidell (2013) warned that including redundant variables in the same 

analysis may alter the size of error terms, thus weakening the analysis. Further, they 

advised that including two independent variables with a bivariate correlation of 0.70 or 

above in the same equation should be avoided. Using Pearson Correlation Coefficients, 
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Table 5-3 shows that there is no bivariate correlation of 0.70 or above between 

independent variables (competitive strategy, strategic alliance, managerial use of MAS 

information). This implies the absence of multicollinearity in the model of the present 

study.  

 

Collinearity diagnostics also could be performed as part of a multiple regression 

procedure by observing Tolerance and VIF (Variance inflation factor) values (Pallant, 

2007). Multicollinearity occurs when tolerance values are less than 0.10 or VIF values 

are above 10. From multiple regression equations provided by SPSS, all tolerance 

values were more than 0.10 or VIF values less than 10. Based on results from Table 5-3, 

all tolerance values and VIF values, and the absence of multicollinearity and singularity 

meant that these requirements in the present study were met. 

 

Table 5-3. Pearson Correlation Coefficients 

 1 2 3 4 5 6 7 8 

1. Competitive 
strategy 

1        

2. Strategic 
alliance 

0.117 1       

3. Managerial use 
of MAS 
information 

0.428** 0.354** 1      

4. Financial 
performance 

0.386** 0.155* 0.388** 1     

5. Customer-
related 
performance 

0.538** 0.248** 0.464** 0.756** 1    

6. Internal 
business 
process-related 
performance 

0.487** 0.414** 0.590** 0.413** 0.588** 1   

7. Learning and 
growth-related 
performance 

0.442** 0.372** 0.459** 0.390** 0.565** 0.534** 1  

8. Social and 
environment-
related 
performance 

0.508** 0.365** 0.491** 0.440** 0.661** 0.623** 0.756** 1 

*   Correlation is significant at the 0.05 level (1-tailed) 
** Correlation is significant at the 0.01 level (1-tailed) 
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5.3.9  The Existence of Normality, Linearity, Homoscedasticity, and 
Independence of Residuals of the Variables 

5.3.9.1  Normality 

Normality refers to the assumption that “each variable and all linear combinations of the 

variables are normally distributed. When the assumption is met, the residuals of analysis 

are also normally distributed and independent” (Tabachnick & Fidell, 2013, p. 78). 

Normality is assessed by either a statistical or a graphical method. With the statistical 

method, skewness and kurtosis were checked to determine the normality of variables. 

Skewness refers to “the symmetry of the distribution; a skewed variable is a variable 

whose mean is not in the center of the distribution” (Tabachnick & Fidell, 2013, p. 79). 

Kurtosis refers to “the peakedness of a distribution; a distribution is either too peaked 

(with short, thick tails) or too flat (with long, thin tails) (Tabachnick & Fidell, 2013, p. 

79). The critical value is (+ 2.58) for the z score of skewness and kurtosis at 0.01 

probability level (Hair, et al., 2010). The statistic value zcan be calculated as follows 

(Hair, et al., 2010):           

                                               

N

skewness
zskewness

6
=  

where N is the sample size. 

 

Descriptive statistics from Table 5-1 show that the values of the zscores were less than 

the critical value of + 2.58. This means that each variable used in the present study can 

be treated as being normally distributed. 

 

Normality can also be checked using the graphical method by inspecting the Normal 

Probability Plot (P-P) of the Regression Standardised Residual (Hair, et al., 2010). The 

normal probability should present “a reasonably straight diagonal line from bottom left 

to top right” (Pallant, 2007, p. 156). It specifies that the differences between the 

obtained and the predicted dependent variable scores are distributed normally. Results 

from Figures 5-2 to 5-8 reveal that the cases in the Normal P-P Plot for all equations 

rest in a reasonably straight line; therefore, the graphical method was considered to 

confirm the statistical method’s assumption of normality.  

 



Chapter 5 – Results 

 151 

 

 

Figure 5-2. Normality Test for Regression of the Competitive Strategy and 
Strategic Alliance (Equation 5.1) 

 

 

 

Figure 5-3. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, and Managerial Use of MAS Information (Equation 5.2) 
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Figure 5-4. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, Managerial Use of MAS Information and Financial 
Performance (Equation 5.3) 

 

 

 

Figure 5-5. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, Managerial Use of MAS Information and Customer-related 
Performance (Equation 5.4) 
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Figure 5-6. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, Managerial Use of MAS Information and Internal Business 
Process-related Performance (Equation 5.5) 

 

 

 

Figure 5-7. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, Managerial Use of MAS Information and Learning and 
Growth-related Performance (Equation 5.6) 
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Figure 5-8. Normality Test for Regression of the Competitive Strategy, Strategic 
Alliance, Managerial Use of MAS Information and Social and 
Environment-related Performance (Equation 5.7) 

 

5.3.9.2  Linearity and Homoscedasticity 

According to the linearity assumption, residuals should have a straight-line relationship 

with predicted dependent variable scores (Tabachnick & Fidell, 2013). Linearity can be 

assessed with a residual scatterplot that shows a rectangular shape, while nonlinearity 

has a curved shape (Tabachnick & Fidell, 2013). Figures 5-9 to 5-15 present residual 

scatterplots with basically rectangular shapes, thus there is no clear relationship between 

the residual and the predicted values. Based on these results, the linearity assumption 

was not violated. 
 

The homoscedasticity assumption refers to the standard deviation of errors of prediction 

for predicted DV scores (Tabachnick & Fidell, 2013). By applying residual scatterplots, 

homoscedasticity is seen when “the band enclosing the residuals is approximately equal 

in width at all values of all predicted DV”, while heteroscedasticity occurs when “the 

band becomes wider at larger predicted values.” (Tabachnick & Fidell, 2013, p. 127). 

Figures 5-9 to 5-15 shows that relationships between variables are roughly similar, 

therefore these data can be assumed to be homoscedastic.  
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5.3.10  Independence of Errors 

Independence of errors refers to the situation when “errors of prediction are independent 

of one another” (Tabachnick & Fidell, 2013, p. 128). The scatterplot pattern should 

appears to be random (instead of having some systematic pattern) to indicate that the 

residuals are independent (Hair, et al., 2010). Considering Figures 5-9 to 5-15 which 

demonstrate random patterns, the independence of errors assumption could be validly 

made. 
 

 

 

 

 

 

 

Figure 5-9. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy and Strategic Alliance 
(Equation 5.1) 
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Figure 5-10. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, and 
Managerial Use of MAS Information (Equation 5.2) 

 

 

Figure 5-11. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, Managerial 
Use of MAS Information and Financial Performance (Equation 5.3) 
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Figure 5-12. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, Managerial 
Use of MAS Information and Customer-related Performance (Equation 
5.4) 

 

 

 

Figure 5-13. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, Managerial 
Use of MAS Information and Internal Business Process-related 
Performance (Equation 5.5) 
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Figure 5-14. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, Managerial 
Use of MAS Information and Learning and Growth-related 
Performance (Equation 5.6) 

 

 

Figure 5-15. Linearity, Homoscedasticity and Independence of Error for the 
Regression of the Competitive Strategy, Strategic Alliance, Managerial 
Use of MAS Information and Social and Environment-related 
Performance (Equation 5.7) 
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From the above discussions, it can be concluded that all assumptions relating to path 

analysis and multiple regressions can be validly made. Accordingly, path analysis to test 

the hypotheses could be carried out. SPSS 19 REGRESSION, particularly the Ordinary 

Least Squares (OLS) method was used to perform the test. All tests were conducted 

with 95% confidence intervals and one-tailed significance test, considering that all 

hypotheses in the present study had directional relationships (Lewis-Beck, 1990). The 

following section presents the results of the hypotheses tests. 

5.4  Results of Hypotheses Tests – Full Sample 

The following sections describe the results of the tests conducted on all hypotheses, 

using the Ordinary Least Squares (OLS) method on data gathered from the complete 

sample of all hotels used on this study. 

 

5.4.1  Test of Hypothesis 1 
Hypothesis 1 was developed from the literature review, as discussed in Chapter 3. It is 

stated as follows. 

 

Hypothesis 1 : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its engagement in strategic 

alliance. 

 

Figure 5-16 presents the model for hypothesis 1, while Equation 5.1 is used to test the 

hypothesis. In this equation, competitive strategy is an independent variable, and 

strategic alliance becomes a dependent variable. 

 

                               X2 =  p21X1 + p2sRs                         (5.1) 

 

Where 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

Rs = Residual error 
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Figure 5-16 The Relationship between Competitive Strategy and Strategic Alliance 
 

Based on the results presented in Table 5-4, competitive strategy did not have a positive 

and significant influence on strategic alliance (p value = 0.212), thus it did not confirm 

Hypothesis 1 (H1). The model in Figure 5-16 explained 1.4% of total variation in the 

strategic alliance (X2) (adjusted R2 = 0.005, F = 1.578). 

 

Table 5-4. Results of Regression Analysis for Strategic Alliance on Competitive 
Strategy (Hypothesis 1) 

Variables Hypothesis Path Coefficient ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H1 p21 0.117 1.256 0.212 

R2 = 0.014;  Adjusted R2  = 0.005;  F (1,114) = 1.578;  p < 0.05 (one-tailed); N = 116. 

 

5.4.2  Test of Hypotheses 2 and 3 
Based on the literature review presented in Chapter 3, Hypotheses 2 and 3 were 

summarised as follows. 

 

Hypothesis 2 : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its managerial use of MAS 

information. 

 

Hypothesis 3 : There is a positive relationship between a hotel’s 

engagement in strategic alliance and its managerial use of 

MAS information 
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Figure 5-17 presents the model for hypotheses 2 and 3, while Equation 5.2 is used to 

test both hypotheses. In this equation, competitive strategy and strategic alliance are 

independent variables, and managerial use of MAS information becomes the dependent 

variable. 

 

X3 =  p31X1 + p32X2 + p3tRt    (5.2) 

 

Where 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

Rt = Residual error 

 

 

 

 

Figure 5-17. The Relationships between Competitive Strategy, Strategic Alliance, 
and the Managerial Use of MAS Information 
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Based on the results presented in Table 5-5, competitive strategy had a positive and 

significant influence on the managerial use of MAS information (path coefficient p31 = 

0.392, t-value = 4.868), confirming Hypothesis 2 (H2). Also from this table, it can be 

concluded that strategic alliance had a positive and significant influence on the 

managerial use of MAS information (p32 = 0.308, t-value = 3.821). Hence, Hypothesis 3 

(H3) was supported. The model in Figure 5-17 explained 27.7% of the total variation in 

the managerial use of MAS information (X3) (adjusted R2 = 0.264, F = 21.615). 

 

Table 5-5. Results of Multiple Regression Analysis for the Managerial Use of MAS 
Information on Competitive Strategy and Strategic Alliance 
(Hypotheses 2 and 3) 

Variables Hypothesis Path 

Coefficient 

ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H2 p31 0.392 4.868 0.000 

Strategic Alliance (X2) H3 p32 0.308 3.821 0.000 

R2 = 0.277; Adjusted R2  = 0.264; F (2,113) = 21.615; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Table 5-4 and 5-5, the following Table 5-6 presents the direct 

and indirect effects of competitive strategy and strategic alliance on managerial use of 

MAS information. 

 

Table 5-6. Direct and Indirect Effects of Competitive Strategy and Strategic 
Alliance on Managerial Use of MAS Information 

 The competitive strategy and 
managerial use of MAS information 

Direct effect p31 0.392 

Indirect effect through strategic alliance p21*p32 

(0.117*0.308) 
0.036 

Total direct and indirect effects  0.428 

 

Land (1969) suggested that the path coefficients should be greater than or equal to 0.050 

to be considered as meaningful. Results from Table 5-6 indicate that competitive 

strategy had a significant direct effect on managerial use of MAS information, but its 

indirect effect through strategic alliance was not meaningful (0.036). This means that 

strategic alliance did not mediate the relationship between competitive strategy and 

managerial use of MAS information. 
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5.4.3  Test of Hypotheses 4a, 5a, and 6a 

The literature review (see Chapter 3) led to the development of Hypothesis 4a, 5a 

and 6a as follows: 

 

 Hypothesis 4a : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its financial performance. 

 

Hypothesis 5a : There is a positive relationship between a hotel’s engagement 

in strategic alliance and its financial performance. 

 

Hypothesis 6a : There is a positive relationship between the managerial use of 

MAS information and hotel financial performance. 

 

Figure 5-18 presents the model for hypotheses 4a, 5a, and 6a; while Equation 5.3 is 

used to test these three hypotheses. In this equation, competitive strategy, strategic 

alliance and managerial use of MAS information are independent variables, and 

financial performance becomes the dependent variable. 

 

X4a =  p4a1X1 + p4a2X2 + p4a3X3 + p4auRu                    (5.3) 

 

Where 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

X4a = Financial performance 

Ru = Residual error 
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Figure 5-18. The Relationships between Competitive Strategy, Strategic Alliance, 
Managerial Use of MAS Information, and Financial Performance 

 

Multiple regression results are presented in Table 5-7 and show that competitive 

strategy had a positive and significant influence on financial performance (path 

coefficient p4a1 = 0.270, t-value = 2.907), confirming Hypothesis 4a (H4a). This table 

also shows that the managerial use of MAS information had a positive and significant 

influence on financial performance (p4a3 = 0.261, t-value = 2.649); thus Hypothesis 6a 

was supported. However, the results indicate that strategic alliance and financial 

performance did not have a significant relationship (p4a2 = 0.031, t-value = 0.346); 

therefore Hypothesis 5a was not supported (described by dotted line in Figure 5-18). 

The model in Figure 5-18 explained 21.1% of total variation in financial performance 

(X4a) (adjusted R2 = 0.189, F = 9.961). 
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Table 5-7. Results of Multiple Regression Analysis for Financial Performance on 
Competitive Strategy, Strategic Alliance, and the Managerial Use of 
MAS Information (Hypotheses 4a, 5a, and 6a) 

Variables Hypothesis Path 

Coefficient 

ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H3a p4a1 0.270 2.907 0.004 

Strategic Alliance (X2) H4a p4a2 0.031 0.346 0.730 

Managerial use of MAS 

information (X3) 

H5a p4a3 0.261 2.649 0.009 

R2 = 0.211; Adjusted R2  = 0.189; F (3,112) = 9.961; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Tables 5-4, 5-5 and 5-7, Table 5-8 (below) presents the direct 

and indirect effects of competitive strategy, strategic alliance and managerial use of 

MAS information on financial performance. 

 

Land (1969) suggested that the path coefficients should be greater than or equal to 0.050 

to be considered as meaningful. Results from Table 5-8 indicate that competitive 

strategy had a significant direct effect on financial performance, but its indirect effect 

through strategic alliance was not meaningful (0.004). The direct effect of competitive 

strategy and its indirect effect (via managerial use of MAS information) on financial 

performance were both meaningful. However, the indirect effect of competitive strategy 

via strategic alliance and managerial use of MAS information on financial performance 

was not meaningful. The results also show that, although the direct effect of strategic 

alliance on financial performance was not significant, it had a relatively significant 

indirect effect (0.080) on the financial performance through managerial use of MAS 

information. 
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Table 5-8. Direct and Indirect Effects of Competitive Strategy, Strategic Alliance and Managerial Use of MAS Information on 
Financial Performance 

 Competitive strategy and 
financial performance 

Strategic alliance and 
financial performance 

Managerial use of MAS 
information and financial 
performance 

Direct Effect p4a1 0.270 p4a2 0.031 p4a3 0.261 

Indirect effect through strategic 
alliance 

p21*p4a2 
(0.117*0.031) 

0.004     

Indirect effect through 
managerial use of MAS 
information 

p31*p4a3 
(0.392*0.261) 

0.102 p32*p4a3 
(0.308*0.261) 

0.080   

Indirect effect through strategic 
alliance and managerial use of 
MAS information 

p21*p32*p4a3 
(0.117*0.308*0.261) 

0.009     

Total direct and indirect effects  0.385  0.111  0.261 
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5.4.4  Test of Hypotheses 4b, 5b, and 6b 

The literature review (see Chapter 3) led to the development of Hypotheses 4b, 5b 

and 6b: 
 

Hypothesis 4b : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its customer-related 

performance. 

 

Hypothesis 5b : There is a positive relationship between a hotel’s engagement 

in strategic alliance and its customer-related performance. 

 

Hypothesis 6b : There is a positive relationship between the managerial use of  

MAS information and hotel customer-related performance. 
 

 

Figure 5-19 presents the model for hypotheses 4b, 5b, and 6b; Equation 5.4 is used to 

test these hypotheses. In this equation, competitive strategy, strategic alliance and 

managerial use of MAS information are independent variables, and customer-related 

performance becomes the dependent variable. 

 

X4b =  p4b1X1 + p4b2X2 + p4b3X3 + p4bvRv   (5.4) 

 

Where 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

X4b = Customer-related performance 

Rv = Residual error 
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Figure 5-19. The Relationships between Competitive Strategy, Strategic Alliance, 
Managerial Use of MAS Information, and Customer-related 
Performance 

 

Multiple regression results as presented in Table 5-9 show that competitive strategy had 

a positive and significant influence on customer-related performance (p4b1 = 0.420, t-

value = 5.045), thus confirming Hypothesis 4b (H4b). Similarly, this table shows that the 

managerial use of MAS information had a positive and significant influence on 

customer-related performance (p4b3 = 0.244, t-value = 2.764); thus Hypothesis 6b was 

supported. However, the results indicate that strategic alliance and customer-related 

performance did not have a significant relationship (p4b2= 0.113, t-value = 1.400); 

therefore Hypothesis 5b was not supported (drawn by dotted line in Figure 5-19). The 

model in Figure 5-19 explained 36.7% of total variation in customer-related 

performance (X4b) (adjusted R2 = 0.350, F = 20.776). 
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Table 5-9. Results of Multiple Regression Analysis for Customer-related 
Performance on Competitive Strategy, Strategic Alliance, and the 
Managerial Use of MAS Information (Hypotheses 4b, 5b, and 6b) 

Variables Hypothesi
s 

Path 
Coefficient 

ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H4b p4b1 0.420 5.045 0.000 

Strategic Alliance (X2) H5b p4b2 0.113 1.400 0.164 

Managerial use of MAS 
information (X3) 

H6b p4b3 0.244 2.764 0.007 

R2 = 0.367; Adjusted R2 = 0.350; F (3,112) = 20.776; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Tables 5-4, 5-5 and 5-9, the Table 5-10 (below) presents the 

direct and indirect effects of competitive strategy, strategic alliance and managerial use 

of MAS information on customer-related performance. 

 

Results from Table 5-10 indicate that competitive strategy had a direct effect on 

customer-related performance, but its indirect effect through strategic alliance was not 

meaningful. Further, the direct effect of competitive strategy and its indirect effect (via 

managerial use of MAS information) on customer-related performance were both 

meaningful as they were greater than 0.050 (Land, 1969). However, the indirect effect 

of competitive strategy via strategic alliance and managerial use of MAS information on 

customer-related performance was not meaningful. The results also show that, although 

strategic alliance had no significant direct effect on customer-related performance, it 

had a meaningful indirect effect on the customer-related performance through MAS 

information. 
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Table 5-10. Direct and Indirect Effects of Competitive Strategy, Strategic Alliance and Managerial Use of MAS Information on 
Customer-related Performance 

 Competitive strategy and 
customer-related performance 

Strategic alliance and 
customer-related 
performance 

Managerial use of MAS 
information and customer-
related performance 

Direct Effect p4b1 0.420 p4b2 0.113 p4b3 0.244 

Indirect effect through strategic 
alliance 

p21*p4b2 
(0.117*0.113) 

0.013     

Indirect effect through managerial use 
of MAS information 

p31*p4b3 
(0.392*0.244) 

0.096 p32*p4b3 

(.308*.244) 
0.075   

Indirect effect through strategic 
alliance and managerial use of MAS 
information 

p21*p32*p4b3 
(0.117*0.308*0.244) 

0.008     

Total direct and indirect effects  0.537  0.188  0.244 
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5.4.5  Test of Hypotheses 4c, 5c, and 6c 

Based on the literature review performed in Chapter 3, Hypotheses 4c, 5c, and 6c were 

framed as follows. 
 

Hypothesis 4c : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its internal business 

process-related performance. 

 

Hypothesis 5c : There is a positive relationship between a hotel’s engagement 

in strategic alliance and its internal business process-related 

performance. 

 

Hypothesis 6c : There is a positive relationship between the managerial use of 

MAS information and hotel internal business process-related 

performance. 

 

Figure 5-20 presents the model for Hypotheses 4c, 5c, and 6c; Equation 5.5 is used to 

test the hypotheses. In this equation, competitive strategy, strategic alliance and 

managerial use of MAS information are independent variables, and internal business 

process-related performance becomes the dependent variable. 

 

X4c =  p4c1X1 + p4c2X2 + p4c3X3 + p4cwRw   (5.5) 

 

Where 

 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

X4c = Internal business process-related performance 

Rw = Residual error 
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Figure 5-20. The Relationships between Competitive Strategy, Strategic Alliance, 
Managerial Use of MAS Information, and Internal Business Process-
related Performance 

 

Multiple regression results are presented in Table 5-11. They show that competitive 

strategy had a positive and significant influence on internal business process-related 

performance (p4c1 = 0.297, t-value = 3.898), thus confirming Hypothesis 4c (H4c). The 

results show that strategic alliance had a positive and significant relationship with 

internal business process-related performance (p4c2 = 0.247, t-value = 3.349), thus 

providing support for Hypothesis 5c. Finally, this table also shows that the managerial 

use of MAS information had a positive and significant influence on internal business 

process-related performance (p4c3 = 0.375, t-value = 4.632); thus Hypothesis 6c was also 

supported. The model in Figure 5-20 explained 46.8% of total variation in internal 

business process-related performance (X4c) (adjusted R2 = 0.454, F = 32.897). 
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Table 5-11. Results of Multiple Regression Analysis for Internal Business Process-
related Performance on Competitive Strategy, Strategic Alliance, and 
the Managerial Use of MAS Information (Hypotheses 4c, 5c, and 6c) 

Variables Hypothesis Path 

Coefficient 

ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H4c p4c1 0.297 3.898 0.000 

Strategic Alliance (X2) H5c p4c2 0.247 3.349 0.001 

Managerial use of MAS 
information (X3) 

H6c p4c3 0.375 4.632 0.000 

R2 = 0.468; Adjusted R2 = 0.454; F (3,112) = 32.897; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Tables 5-4, 5-5 and 5-11, the Table 5-12 (below) presents the 

direct and indirect effects of competitive strategy, strategic alliance and managerial use 

of MAS information on internal business process-related performance. 

 

Results from Table 5-12 indicate that competitive strategy had a direct effect on internal 

business process-related performance, but its indirect effect through strategic alliance 

was not meaningful. The direct effects of competitive strategy and its indirect effect (via 

managerial use of MAS information) on internal business process-related performance 

were greater than 0.050, so both were considered to be meaningful (Land, 1969). 

However, the indirect effect of competitive strategy via strategic alliance and 

managerial use of MAS information on internal business process-related performance 

was not meaningful. Further, the results show that the direct and indirect effects of 

strategic alliance on internal business process-related performance (via managerial use 

of MAS information, X3) were also meaningful. 
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Table 5-12. Direct and Indirect Effects of Competitive Strategy, Strategic Alliance and Managerial Use of MAS Information on 
Internal Business Process-related Performance 

 Competitive strategy and 
internal business process-
related performance 

Strategic alliance and internal 
business process-related 
performance 

Managerial use of MAS 
information and internal 
business process-related 
performance 

Direct Effect 
 

p4c1 0.297 p4c2 0.247 p4c3 0.375 

Indirect effect through strategic 
alliance 

p21*p4c2 
(0.117*0.247) 

0.029     

Indirect effect through 
managerial use of MAS 
information 

p31*p4c3 
(0.392*0.375) 

0.128 p32*p4c3 

(0.308*0.375) 
0.102   

Indirect effect through strategic 
alliance and managerial use of 
MAS information 

p21*p32*p4c3 
(0.117*0.308*0.375) 

0.014     

Total direct and indirect effects  0.468  0.349  0.375 

 



Chapter 5 – Results 

 175 

 

5.4.6  Test of Hypotheses 4d, 5d, and 6d 
As discussed in Chapter 3, Hypotheses 4d, 5d and 6d were framed as follows. 
 

Hypothesis 4d : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its learning and growth-

related performance. 

 

Hypothesis 5d : There is a positive relationship between a hotel’s engagement 

in strategic alliance and its learning and growth-related 

performance. 

 

Hypothesis 6d : There is a positive relationship between the managerial use of 

MAS information and hotel learning and growth-related 

performance. 
 

Figure 5-21 presents the model for Hypotheses 4d, 5d, and 6d; Equation 5.6 is used to 

test the hypotheses. In this equation, competitive strategy, strategic alliance and 

managerial use of MAS information are independent variables, and learning and 

growth-related performance becomes the dependent variable. 

 

X4d =  p4d1X1 + p4d2X2 + p4d3X3 + p4dyRy   (5.6) 
 

Where 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

X4d = Learning and growth-related performance 

Ry = Residual error 
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Figure 5-21. The Relationships between Competitive Strategy, Strategic Alliance, 
Managerial Use of MAS Information, and Learning and Growth-
related Performance 

 

Multiple regression results are presented in Table 5-13 below. This demonstrates that 

competitive strategy had a positive and significant influence on learning and growth-

related performance (p4d1 = 0.311, t-value = 3.656), thus confirming Hypothesis 4d 

(H4d). The results show that strategic alliance had a positive and significant relationship 

with learning and growth-related performance (path coefficient p4d2 = 0.252, p-value = 

0.003); therefore, it provided support for Hypothesis 5d. Finally, this table also shows 

that the managerial use of MAS information had a positive and significant influence on 

learning and growth-related performance (p4d3 = 0.237, p-value = 0.010); thus 

Hypothesis 6d was supported. The model in Figure 5-21 explained 34% of total 

variation in learning and growth-related performance (X4d) (adjusted R2 = 0.322, F = 

19.223). 
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Table 5-13. Results of Multiple Regression Analysis for Learning and Growth-
related Performance on Competitive Strategy, Strategic Alliance, and 
the Managerial Use of MAS Information (Hypotheses 4d, 5d, and 6d) 

Variables Hypothesis Path 
Coefficient 

ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H4d p4d1 0.311 3.656 0.000 

Strategic Alliance (X2) H5d p4d2 0.252 3.073 0.003 

Managerial use of MAS 
information (X3) 

H6d p4d3 0.237 2.622 0.010 

R2 = 0.340; Adjusted R2 = 0.322; F (3,112) = 19.223; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Tables 5-4, 5-5 and 5-13, the Table 5-14 (below) presents the 

direct and indirect effects of competitive strategy, strategic alliance and managerial use 

of MAS information on learning and growth-related performance. 

 

Results from Table 5-14 indicate that competitive strategy had a direct effect on 

learning and growth-related performance, but its indirect effect through strategic 

alliance was not meaningful. The direct effect of competitive strategy and its indirect 

effect (via managerial use of MAS information) on learning and growth-related 

performance were greater than 0.050; therefore both were meaningful (Land, 1969). The 

indirect effect of competitive strategy via strategic alliance and managerial use of MAS 

information on learning and growth-related performance was not meaningful. Further, 

the results demonstrate that the direct and indirect effects of strategic alliance on 

learning and growth-related performance (via managerial use of MAS information, X3) 

were also meaningful. 
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Table 5-14. Direct and Indirect Effects of Competitive Strategy, Strategic Alliance and Managerial Use of MAS Information on 
Learning and Growth-related Performance 

 Competitive strategy and 
learning and growth-related 
performance 

Strategic alliance and learning and 
growth-related performance 

Managerial use of MAS 
information and learning and 
growth-related performance 

Direct Effect 
 

p4d1 0.311 p4d2 0.252 p4d3 0.237 

Indirect effect through strategic 
alliance 

p21*p4d2 
(0.117*0.252) 

0.029     

Indirect effect through managerial 
use of MAS information 

p31*p4d3 
(0.392*0.237) 

0.093 p32*p4d3 

(0.308*0.237) 
0.073   

Indirect effect through strategic 
alliance and managerial use of MAS 
information 

p21*p32*p4d3 
(0.117*0.308*0.237) 

0.008     

Total direct and indirect effects  0.441  0.325  0.237 
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5.4.7  Test of Hypotheses 4e, 5e, and 6e 

The literature review in Chapter 3 resulted in the framing of Hypotheses 4e, 5e, and 6e: 
 

Hypothesis 4e : The more a hotel employs a competitive strategy in the form of 

product differentiation, the greater is its social and 

environment-related performance. 
 

Hypothesis 5e : There is a positive relationship between a hotel’s engagement 

in strategic alliance and its social and environment-related 

performance. 
 

Hypothesis 6e : There is a positive relationship between the managerial use of 

MAS information and hotel social and environment-related 

performance. 
 

Figure 5-22 presents the model for hypotheses 4e, 5e, and 6e; Equation 5.7 is used to 

test these three hypotheses. In this equation, competitive strategy, strategic alliance and 

managerial use of MAS information are independent variables, and social and 

environment-related performance represents the dependent variable. 
 

 

X4e =  p4e1X1 + p4e2X2 + p4e3X3 + p4ezRz   (5.7) 
 

Where 

 

X1 = Competitive strategy 

X2 = Strategic alliance 

X3 = Managerial use of MAS information 

X4e = Social and environment-related performance 

Rz = Residual error 
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Figure 5-22. The Relationships between Competitive Strategy, Strategic Alliance, 
Managerial Use of MAS Information, and Social and Environment-
related Performance 

 

Multiple regression results are presented in Table 5-15 below. These results show that 

competitive strategy had a positive and significant influence on social and environment-

related performance (path coefficient p4e1 = 0.374, t-value = 4.606), confirming 

Hypothesis 4e (H4e). The results show that strategic alliance had a positive and 

significant relationship with social and environment-related performance (p4e2 = 0.233, 

t-value = 2.971); therefore, it provided support for Hypothesis 5e. Finally, this table also 

shows that the managerial use of MAS information had a positive and significant 

influence on social and environment-related performance (p4e3 = 0.249, t-value = 2.884); 

thus Hypothesis 6e was supported. The model in Figure 5-22 explained 39.7% of total 

variation in social and environment-related performance (X4e) (adjusted R2 = 0.381, F = 

24.617). 
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Table 5-15. Results of Multiple Regression Analysis for Social and Environment-
related Performance on Competitive Strategy, Strategic Alliance, and 
the Managerial Use of MAS Information (Hypotheses 4e, 5e, and 6e) 

Variables Hypothesis Path Coefficient ββββ (Beta) t-value Sig. 

Competitive Strategy (X1) H4e p4e1 0.374 4.606 0.000 

Strategic Alliance (X2) H5e p4e2 0.233 2.971 0.004 

Managerial use of MAS 

information (X3) 

H6e p4e3 0.249 2.884 0.005 

R2 = 0.397; Adjusted R2 = 0.381; F (3,112) = 24.617; p < 0.05 (one-tailed); N = 116. 

 

Based on the results in Tables 5-4, 5-5 and 5-15, the Table 5-16 (below) presents the 

direct and indirect effects of competitive strategy, strategic alliance and managerial use 

of MAS information on social and environment-related performance. 

 

Results from Table 5-16 indicate that competitive strategy had a direct effect on social 

and environment-related performance, but its indirect effect through strategic alliance 

was not meaningful. The direct effect of competitive strategy and its indirect effect (via 

managerial use of MAS information) on social and environment-related performance 

were above 0.050, therefore both were meaningful (Land, 1969). The indirect effect of 

competitive strategy via strategic alliance and managerial use of MAS information on 

social and environment-related performance was not meaningful. The results also reveal 

that, the direct and indirect effects of strategic alliance on social and environment-

related performance (via managerial use of MAS information, X3) were meaningful. 

 

As previously mentioned in Section 5.2, a correlation coefficient can be decomposed 

into direct effect, indirect effect, spurious effect, and unanalysed effect (Pedhazur, 

1997). Depending on the causal model, not all correlations consist of those four 

components (Pedhazur, 1997). As the model in the current study has correlations only 

among endogenous variables, it did not identify an unanalysed component. 

Accordingly, Table 5-17 summarises decomposition of correlations consisting of direct 

effects, indirect effects and spurious effects. The spurious effects were identified as a 

correlation among endogenous variables which exist due to a common cause affecting 

the two variables (Pedhazur, 1997). The calculation of decomposing correlation is 

shown in Appendix D. 
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Table 5-16. Direct and Indirect Effects of Competitive Strategy, Strategic Alliance, and Managerial Use of MAS Information on 
Social and Environment-related Performance 

 Competitive strategy and social 
and environment-related 
performance 

Strategic alliance and social 
and environment-related 
performance 

Managerial use of MAS information 
and social and environment-related 
performance 

Direct Effect p4e1 0.374 p4e2 0.233 p4e3 0.249 

Indirect effect through strategic 
alliance 

p21*p4e2 
(0.117*0.233) 

0.027     

Indirect effect through managerial 
use of MAS information 

p31*p4e3 
(0.392*0.249) 

0.098 p32*p4e3 

(0.308*0.249) 
0.077   

Indirect effect through strategic 
alliance and managerial use of 
MAS information 

p21*p32*p4e3 
(0.117*0.308*0.249) 

0.008     

Total direct and indirect effects  0.507  0.472  0.249 
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The results, summarised in Table 5-17 (based on the discussion in Section 5.4.2 to 

5.4.7), indicate that strategic alliance did not mediate the relationship between 

competitive strategy and the five perspectives of sustainable performance due to its low 

path coefficient (below 0.050). Further, the results reveal that managerial use of MAS 

information mediated the relationship between competitive strategy and hotel 

sustainable performance, and also between strategic alliance and hotel sustainable 

performance. 

 

Table 5-17. Decomposition of Correlations 

Combination of 
Variables 

Observed 
Correlation a 

Direct 
Effectsb 

Indirect 
Effectsc 

Spuriousd Total 
Effecte 

X1 with X2 0.117 0.117   0.117 

X1 with X3 0.428 0.392* 0.036  0.428 

X2 with X3 0.354 0.308*  0.046 0.354 

X1 with X4a 0.385 0.270* 0.115  0.385 

X2 with X4a 0.111 0.031 0.080 0.044 0.111 

X3 with X4a 0.388 0.261*  0.127 0.388 

X1 with X4b 0.537 0.420* 0.117  0.537 

X2 with X4b 0.248 0.113 0.075 0.060 0.248 

X3 with X4b 0.464 0.244*  0.220 0.464 

X1 with X4c 0.468 0.297* 0.171  0.468 

X2 with X4c 0.414 0.247* 0.102 0.065 0.414 

X3 with X4c 0.590 0.375*  0.215 0.590 

X1 with X4d 0.441 0.311* 0.130  0.441 

X2 with X4d 0.372 0.252* 0.073 0.047 0.372 

X3 with X4d 0.459 0.237*  0.222 0.459 

X1 with X4e 0.507 0.374* 0.133  0.507 

X2 with X4e 0.365 0.233* 0.077 0.055 0.365 

X3 with X4e 0.491 0.249*  0.242 0.491 

*   Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
a The value of observed correlation is equal to the correlation coefficient 
b The value of direct effect is equal to the path coefficient 
c The indirect effect is caused by strategic alliance or managerial use of MAS information 
d Spurious effect refers to “those compound paths that are mathematically part of the decomposition but 
that do not represent substantively meaningful indirect effects (Asher, 1983, p. 34). In other words, the 
relationship between two variables may be affected by a third variable (Pedhazur, 1997). 
e Total effects = direct effect + indirect effect + spurious effect. 
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The relatively high level of spurious effects between managerial use of MAS 

information (X3) and customer (X4b), internal business process (X4c), learning and 

growth (X4d), and social and environment-related (X4e) performances (p > 0.200) 

indicate that both competitive strategy and strategic alliance may affect (or control) the 

relationship between managerial use of MAS information and these four perspectives of 

sustainable performance. 

5.5  Statistical Test using Partial Least Squares (PLS) 

Section 5.5 will first describe the hypothesis tests conducted on the complete sample of 

hotels, and will then describe the statistics employed for testing the hypotheses on the 

two sub-samples – one comprising the 3-star hotels only, the other comprising a 

combined sub-sample of 4- and 5-star hotels. 

 

5.5.1  Hypotheses Tests on Full-Sample 
Previous scholars have argued that Structural Equation Modeling (SEM) and path 

analysis will produce similar results (Grapentine, 2000). Hence, the current study 

conducted robustness tests to confirm previous results obtained from OLS regression 

analysis by replicating the analysis using Partial Least Squares (PLS) analysis. By 

conducting robustness tests, the current study was able to account for measurement 

error in the latent constructs (Becerra, et al., 2013). Further, the following section 

conducts sub-sample analysis in order to check the invariance of the coefficients across 

groups of hotels. For instance, Becerra et al. (2013) performed robustness test to 

investigate differentiation strategies in the Spanish hotel industry by applying OLS 

followed by PLS. Particularly, the current study used Smart PLS 2.0 developed by 

Ringle et al. (2005).    

 

PLS is a variance-based approach to estimate a path model that consists of latent 

constructs that are measured by various indicators indirectly (World, 1982). This 

method deals with construct measurement and structural relationships between different 

constructs simultaneously (Chin, 1998). It has the ability to minimise the residual 

variances of dependent variables; thus it can estimate the model parameters (Chin, 

1998).  

 

The validity and reliability of measures, and the appropriateness of the causal model, 

have to be investigated by applying a preliminary data analysis (Hair, et al., 2010). 
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Following the procedure advised by Hulland (1999), the PLS model in the current study 

was evaluated; this is presented below. Firstly, the PLS measurement model was 

analysed; secondly, the PLS structural model was evaluated by performing a hypotheses 

test.  

 

5.5.1.1  Measurement Model 

The measurement model indicates relations between observed items and latent 

variables. The model is assessed by examining the reliability of individual items and the 

convergent and discriminant validity of the constructs (Chin, 1998; Fornell & Larcker, 

1981; Lee, Petter, Fayard, & Robinson, 2011). Particularly, the measurement model is 

evaluated by calculating the factor loadings for each variable, reliability (Cronbach’s α), 

composite reliability, and AVE (Average Variance Extracted). 

 

The final factor loadings from the PLS measurement model are reported in Table 5-18. 

The reliability of each variable is assessed using Fornell and Larcker’s (1981) measure 

of composite reliability and Cronbach’s (1951) alpha. As shown in Table 5-19, the 

composite reliability and alpha scores for each variable are above 0.70, which indicates 

acceptable reliability (Hair, Ringle, & Sarstedt, 2011; Nunnally, 1978).  

 

The convergent validity is assessed by examining the AVE statistics. Table 5-18 shows 

that the AVE for each variable is 0.50 and above; it therefore demonstrates adequate 

convergent validity (Chin, 1998; Hair, et al., 2010; Hair, et al., 2011). Further, AVE 

statistics are also used to assess discriminant validity by comparing the square root of 

the AVE statistics to the correlations between the latent variables (Chin, 1998; Hair, et 

al., 2011). Table 5-19 shows that the square roots of the AVEs (diagonal, marked in 

bold and italics) are all greater than the correlations between constructs. Additionally, 

Table 5-18 shows that each item loads higher on the construct it intends to measure than 

on any other construct (Barclay, Higgins, & Thompson, 1995; Chin, 1998). Results 

obtained from these two tests indicate adequate discriminant validity. In conclusion, the 

results from the PLS measurement model demonstrate that each construct in the current 

study exhibits satisfactory reliability and validity.  
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Table 5-18a. Factor Loadings from Final PLS Measurement Model. (X1 to X4a) 

              X1 X2 X3 X4a X4b X4c X4d X4e 
X1 – Brand image 0.780 0.275 0.370 0.430 0.545 0.490 0.399 0.486 
X1 – Percentage of sales spent on human resources development expense 0.605 0.070 0.249 0.102 0.284 0.239 0.249 0.255 
X1 – Percentage of sales spent on marketing expense 0.739 0.187 0.405 0.267 0.427 0.402 0.417 0.412 
X1 – Product/service feature 0.793 0.132 0.258 0.333 0.468 0.332 0.438 0.408 
X1 – Product/service quality 0.839 0.139 0.332 0.278 0.514 0.423 0.376 0.439 
X1 – Product selling price 0.739 0.115 0.344 0.402 0.373 0.308 0.229 0.310 
         
X2 – Design new products & services 0.102 0.580 0.131 0.065 0.163 0.113 0.205 0.233 
X2 – Introduce new products & services 0.261 0.890 0.378 0.227 0.297 0.529 0.386 0.383 
X2 – Market new products & services 0.037 0.752 0.225 0.009 0.049 0.271 0.189 0.206 
X2 – Support activities 0.256 0.832 0.362 0.164 0.220 0.388 0.389 0.298 
         
X3 – External environment 0.350 0.375 0.828 0.373 0.434 0.585 0.468 0.463 
X3 – Financial aspects of operation 0.361 0.187 0.759 0.287 0.315 0.494 0.287 0.370 
X3 – Future event 0.288 0.302 0.725 0.163 0.290 0.366 0.351 0.400 
X3 – Likelihood of future events 0.344 0.252 0.695 0.336 0.452 0.461 0.318 0.354 
X3 – Non-financial aspects of market 0.325 0.264 0.775 0.284 0.431 0.494 0.402 0.394 
X3 – Non-financial aspects of operation 0.220 0.367 0.724 0.237 0.263 0.416 0.302 0.281 
X3 – Social changes 0.413 0.331 0.784 0.383 0.360 0.380 0.383 0.366 
         
X4a – Occupancy rate 0.272 0.228 0.320 0.828 0.549 0.304 0.314 0.304 
X4a – Net profit ratio 0.362 0.176 0.353 0.888 0.568 0.384 0.384 0.402 
X4a – Revenue growth 0.247 0.111 0.290 0.809 0.555 0.308 0.366 0.358 
X4a – Return on assets 0.474 0.122 0.367 0.859 0.582 0.389 0.364 0.412 

X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance; X4c = 
internal business process-related performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 



Chapter 5 – Results 

 187

Table 5-18b. Factor Loadings from Final PLS Measurement Model. (X4b to X4e) 

              X1 X2 X3 X4a X4b X4c X4d X4e 
X4b – Customer loyalty 0.339 0.172 0.331 0.526 0.706 0.387 0.425 0.501 
X4b – Customer satisfaction 0.463 0.131 0.390 0.550 0.809 0.465 0.467 0.554 
X4b – New customer acquisition 0.527 0.161 0.441 0.495 0.872 0.544 0.538 0.534 
X4b – Market share 0.238 0.227 0.287 0.573 0.666 0.345 0.305 0.364 
X4b – Service quality 0.511 0.352 0.403 0.503 0.804 0.515 0.562 0.517 
         
X4c – Customer background information compilation 0.351 0.327 0.375 0.278 0.425 0.774 0.331 0.388 
X4c – Management efficiency enhancement 0.344 0.189 0.602 0.281 0.340 0.730 0.307 0.404 
X4c – Time reduction of operation cycle 0.453 0.221 0.371 0.416 0.548 0.642 0.479 0.532 
X4c – Time reduction for handling customer complaints 0.353 0.528 0.444 0.274 0.388 0.805 0.491 0.500 
         
X4d – Employee ability to manage emergencies 0.276 0.203 0.279 0.221 0.376 0.326 0.753 0.521 
X4d – Employee satisfaction 0.356 0.305 0.459 0.379 0.513 0.483 0.740 0.552 
X4d – Employee ability to use IT products 0.514 0.251 0.270 0.461 0.557 0.421 0.703 0.503 
X4d – Knowledge and resources sharing among employees 0.233 0.245 0.226 0.168 0.349 0.350 0.715 0.482 
X4d – Employee productivity 0.287 0.353 0.393 0.240 0.387 0.363 0.778 0.490 
X4d – Employee professional ability 0.384 0.409 0.428 0.320 0.456 0.430 0.744 0.510 
         
X4e – Quantification of environmental savings & costs in hotel budget 0.304 0.265 0.290 0.340 0.507 0.470 0.534 0.736 
X4e – Ecological arguments for marketing campaigns 0.409 0.211 0.357 0.280 0.460 0.511 0.477 0.745 
X4e – Support for local community 0.329 0.194 0.313 0.272 0.392 0.452 0.435 0.659 
X4e – Diversity & equality 0.435 0.296 0.421 0.383 0.555 0.420 0.423 0.650 
X4e – Use of environmentally friendly materials 0.315 0.339 0.322 0.260 0.441 0.383 0.416 0.743 
X4e – Health & safety for workers 0.435 0.275 0.414 0.394 0.603 0.482 0.631 0.845 
X4e – Local recruitment priority for workers 0.422 0.202 0.306 0.233 0.410 0.413 0.467 0.695 
X4e – Applies energy & water saving practices 0.397 0.305 0.404 0.466 0.538 0.581 0.498 0.772 
X4e – Compliance with social/environmental regulation 0.434 0.310 0.396 0.291 0.499 0.462 0.511 0.837 
X4e – Employees training on social/environmental issues 0.390 0.401 0.445 0.325 0.477 0.407 0.538 0.718 

X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance; X4c = 
internal business process-related performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 
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Table 5-19. Reliability and Average Variance Extracted (AVE) statistics, and correlations from PLS model 

Variable Cronbach’s 
Alpha 

Composite 
reliability 

AVE Correlations 

X1 X2 X3 X4a X4b X4c X4d X4e 

X1 0.847 0.886 0.567 0.753        

X2 0.764 0.846 0.585 0.117 0.765       

X3 0.876 0.904 0.574 0.438 0.390 0.757      

X4a 0.870 0.910 0.717 0.417 0.184 0.398 0.847     

X4b 0.836 0.882 0.601 0.593 0.264 0.488 0.634 0.775    

X4c 0.724 0.828 0.549 0.501 0.477 0.610 0.415 0.595 0.741   

X4d 0.834 0.879 0.548 0.478 0.410 0.480 0.422 0.609 0.546 0.740  

X4e 0.909 0.925 0.554 0.525 0.382 0.501 0.441 0.576 0.616 0.516 0.745 

X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance;  

X4c = internal business process-related performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 
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5.5.1.2 Structural Model 

The structural model indicates relations between latent constructs. In this case, the PLS 

structural model is used to test the hypotheses. Therefore, the analyses of the path 

coefficients are discussed in the following sections, together with the description of the 

significance of the standardised β resulting from the analyses. The analyses were based 

on a bootstrapping procedure that used 5000 samples with replacement, as PLS does not 

make distributional assumptions (Chin, 1998; Hair, et al., 2011). The bootstrap sample 

enables the estimated coefficients to be tested for their significance (Henseler, Ringle, & 

Sinkovics, 2009). The hypotheses tests were based on a full-sample, continued by the 

hypotheses tests for sub-samples in the following section.  

 

Table 5-20 displays the results from the tests of the full-sample. The results are similar 

to those of the OLS hypotheses tests performed in Section 5-4. Of the total of eighteen 

hypotheses, three were rejected. Further, Table 5-21 shows direct and indirect effects 

between variables for full-sample analysis. 

 

Table 5-20. Results from PLS Analysis: Full-Sample (Path coefficients, N = 116) 

From To Path 
coefficient 

t-value p-value Conclusion 

X1 X2 0.121 1.256 0.212 Not significant 

X1 X3 0.373* 5.603 0.000 Significant 

X2 X3 0.312* 3.935 0.000 Significant 

X1 X4a 0.299* 3.592 0.000 Significant 

X2 X4a 0.020 0.328 0.372 Not significant 

X3 X4a 0.258* 2.465 0.007 Significant 

X1 X4b 0.467* 6.629 0.000 Significant 

X2 X4b 0.067 1.094 0.138 Not significant 

X3 X4b 0.257* 2.949 0.002 Significant 

X1  X4c 0.276* 3.574 0.000 Significant 

X2 X4c 0.269* 3.706 0.000 Significant 

X3 X4c 0.384* 4.692 0.000 Significant 

X1  X4d 0.319* 3.641 0.000 Significant 

X2 X4d 0.248* 2.991 0.001 Significant 

X3 X4d 0.243* 2.831 0.003 Significant 

X1  X4e 0.369* 4.064 0.000 Significant 

X2 X4e 0.204* 2.488 0.007 Significant 

X3 X4e 0.256* 2.884 0.002 Significant 
*   Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
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Table 5-21. Decomposition of direct and indirect effects (Full-Sample) 

Combination 
of variables 

Direct     + 
effecta 

Indirect    + 
effect 
through X2

 

Indirect + 
effect 
through 
X3 

Indirect     = 
effect 
through X2  

and X3 

Total Effect 

X1 with X2 0.121    0.121 

X1 with X3 0.373* 0.038   0.411 

X2 with X3 0.312*    0.312 

X1 with X4a 0.299* 0.002 0.096 0.010 0.407 

X2 with X4a 0.020  0.080  0.100 

X3 with X4a 0.258*    0.258 

X1 with X4b 0.467* 0.008 0.096 0.010 0.581 

X2 with X4b 0.067  0.080  0.147 

X3 with X4b 0.257*    0.257 

X1 with X4c 0.276* 0.033 0.143 0.014 0.466 

X2 with X4c 0.269*  0.120  0.389 

X3 with X4c 0.384*    0.384 

X1 with X4d 0.319* 0.030 0.091 0.009 0.449 

X2 with X4d 0.248*  0.076  0.324 

X3 with X4d 0.243*    0.243 

X1 with X4e 0.369* 0.025 0.095 0.010 0.499 

X2 with X4e 0.204*  0.080  0.284 

X3 with X4e 0.256*    0.256 
* Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
a The value of direct effect is equal to the path coefficient 
  

From Table 5-21, it can be concluded that strategic alliance did not have a meaningful  

mediating role for the relationship between competitive strategy and hotel sustainable 

performance based on its low path coefficient (< 0.050). On the other hand, managerial 

use of MAS information played a meaningful role in mediating the relationship between 

competitive strategy and hotel sustainable performance, and also between strategic 

alliance and hotel sustainable performance. These results are similar to previous 

findings based on OLS regression (Table 5-17). The PLS structural model with 

significant path coefficients can be seen at Appendix E. 
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5.5.2  Descriptive Statistics and Hypotheses Tests on Sub-samples 

This section will deal firstly with descriptive statistics, then with the hypothesis tests 

performed on the sub-samples of (a) 3-star hotels and (b) 4- and 5-star hotels. 

 

5.5.2.1  Descriptive Statistics 

The descriptive statistics for 3-star hotels are shown in Table 5-22, and for 4- and 5-star 

hotels in Table 5-23. Each of the eight variables is then discussed in detail. 

 

Table 5-22. Descriptive Statistics for 3-star Hotels 

Variable Minimum 
(Actual) 

Maximum 
(Actual) 

Mean Standard 
Deviation 

Skewness Kurtosis 

X1 1.67 4.50 3.27 0.55 -0.54 1.50 

X2 2.25 5.00 3.36 0.67 0.97 1.00 

X3 2.86 5.00 3.79 0.61 0.33 -0.68 

X4a 2.25 5.00 3.50 0.68 0.60 0.24 

X4b 2.20 4.80 3.58 0.66 -0.35 -0.31 

X4c 2.75 5.00 4.02 0.56 -0.39 -0.11 

X4d 2.67 4.83 3.83 0.55 -0.25 -0.27 

X4e 2.80 4.90 3.82 0.56 0.13 -0.18 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
 

Table 5-23. Descriptive Statistics for 4- and 5-star Hotels 

Variable Minimum 
(Actual) 

Maximum 
(Actual) 

Mean Standard 
Deviation 

Skewness Kurtosis 

X1 2.17 5.00 3.75 0.66 -0.07 -0.51 

X2 1.00 5.00 3.80 0.85 -0.94 1.49 

X3 3.00 5.00 4.34 0.51 -0.27 -0.78 

X4a 2.00 5.00 3.82 0.60 0.26 0.69 

X4b 2.80 5.00 3.96 0.55 0.00 -0.63 

X4c 3.00 5.00 4.22 0.47 0.26 -0.09 

X4d 2.50 5.00 4.05 0.51 -0.31 0.33 

X4e 3.00 5.00 4.08 0.48 0.18 -0.26 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
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Competitive Strategy 

The competitive strategy statistics for 3-star hotels are shown in Table 5-22. The mean 

of the data for the competitive strategy variable was 3.27 with actual minimum score of 

1.67 and actual maximum score of 4.50. The theoretical range was 1 to 5, where 1 

represents a low differentiation strategy (a strong cost leadership), and 5 represents a 

strong differentiation strategy. From frequency analysis using SPSS, 67.7% of the 

respondents focused more on a differentiation strategy, 12.9% of them equally 

emphasised both differentiation and cost leadership strategies, while 19.4% of them put 

more emphasis on a cost leadership strategy. 

 

The competitive strategy statistics for 4- and 5-star hotels are shown in Table 5-23. The 

mean of the competitive strategy variable was 3.75 with an actual minimum score of 

2.17 and an actual maximum score of 5.00. The theoretical range was 1 to 5, where 1 

represents a low differentiation strategy (a strong cost leadership), and 5 represents a 

strong differentiation strategy. From frequency analysis using SPSS, 83.5% of the 

respondents focused more on a differentiation strategy, 5.9% of them equally 

emphasised both differentiation and cost leadership strategies, while 10.6% of them put 

more emphasis on a cost leadership strategy. 

 

Strategic Alliance  

The descriptive statistics results presented in Table 5-22 for 3-star hotels show that the 

mean of strategic alliance was 3.36 with an actual minimum score of 2.25 and an actual 

maximum score of 5.00. The theoretical range of strategic alliance was from 1 to 5, 

where 1 refers to low engagement in strategic alliance and 5 refers to high engagement 

in strategic alliance. The frequency analysis of SPSS showed that 54.8% of the 

respondents were above the average in their engagement in strategic alliance. The 

frequency analysis of strategic alliance show that 96.8% of respondents engaged in 

strategic alliance with their customers, 96.8% of respondents maintained strategic 

alliance with their distributors, 77.4% of respondents engaged in strategic alliance with 

their competitors, and 32.3% of respondents indicated their involvement in a diagonal 

type of strategic alliance with companies from other sectors. 

 

The descriptive statistics results presented in Table 5-23 for 4- and 5-star hotels show 

that the mean of strategic alliance was 3.80 with an actual minimum score of 1.00 and 

an actual maximum score of 5.00. The theoretical range of strategic alliance was from 1 



Chapter 5 – Results 

 193 

to 5, where 1 refers to low engagement in strategic alliance and 5 refers to high 

engagement in strategic alliance. The frequency analysis of SPSS provided that 84.7% 

of the respondents’ engagement in strategic alliance was greater than average. Further, 

the frequency analysis of strategic alliance show that 94.1% of respondents had 

engagement in strategic alliance with their customers, 94.1% of respondents maintained 

strategic alliance with their distributors, 74.1% of respondents engaged in strategic 

alliance with their competitors, and 36.5% of respondents indicated their involvement in 

a diagonal type of strategic alliance with companies from other sectors. 

 

Managerial Use of MAS Information 

The mean of managerial use of MAS information for 3-star hotels was 3.79, with an 

actual minimum score of 2.86 and an actual maximum score of 5.00. The theoretical 

range of managerial use of MAS information was 1 to 5, where 1 indicates the hotel 

does not use MAS information for decision making, while 5 indicates the hotel uses 

MAS information to a great extent. The frequency analysis of SPSS showed that 80.6% 

of the respondents were above average in their use of MAS information. 

 

The mean of the managerial use of MAS information for 4- and 5-star hotels was 4.34, 

with an actual minimum score of 3.00 and an actual maximum score of 5.00. The 

theoretical range of managerial use of MAS information was 1 to 5, where 1 indicates 

the hotel does not use MAS information for decision making, while 5 indicates the hotel 

uses MAS information to a great extent. The frequency analysis of SPSS revealed that 

98.8% of the respondents were above average in their use of MAS information. 

 

Financial Performance 

Table 5-22 shows that for 3-star hotels, the mean of financial performance was 3.50 

with an actual minimum score of 2.25 and an actual maximum score of 5.00. The 

theoretical scale was from 1 to 5. A score of 1 indicates much lower financial 

performance compared to that of leading competitors, while 5 indicates much higher 

financial performance compared to that of leading competitors. Frequency analysis 

provided by SPSS indicates that 71% of respondents suggested higher financial 

performance compared to that of their leading competitor, 22.6% of respondents 

suggested a similar financial performance, while 6.5% of respondents reported a lower 

financial performance compared to that of their leading competitors. 
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Table 5-23 reveals that for 4- and 5-star hotels, the mean of financial performance was 

3.82, with an actual minimum score of 2.00 and an actual maximum score of 5.00. The 

theoretical scale was from 1 to 5. A score of 1 indicates much lower financial 

performance compared to that of leading competitors, while 5 indicates much higher 

financial performance compared to that of leading competitors. Frequency analysis 

provided by SPSS indicates that 85.9% of respondents claimed a higher financial 

performance than that of their leading competitor, 9.4% of respondents suggested a 

similar financial performance, while 4.7% of respondents reported lower financial 

performance compared to that of their leading competitors. 

 

Customer-related Performance 

The mean of customer-related performance for 3-star hotels (see Table 5-22) was 3.58, 

with an actual minimum score of 2.20 and an actual maximum score of 4.80. The 

theoretical range was from 1 to 5, with 1 representing much lower customer-related 

performance than that of leading competitors, and 5 representing much higher customer-

related performance compared to that of leading competitors. The frequency analysis of 

customer-related performance shows that 67.7% of respondents indicated higher 

customer-related performance rather than that of their leading competitors, 19.4% of 

respondents indicated similar customer-related performance, compared to their leading 

competitors, and only 12.9% of the respondents indicated lower customer-related 

performance compared to that of their competitors. 

 

For 4- and 5-star hotels, the mean of customer-related performance (see Table 5-23) was 

3.96, with an actual minimum score of 2.80 and an actual maximum score of 5.00. The 

theoretical range was from 1 to 5, with 1 representing much lower customer-related 

performance than that of leading competitors, and 5 representing much higher customer-

related performance compared to that of leading competitors. The frequency analysis of 

customer-related performance shows that 91.8% of respondents indicated higher 

customer-related performance than that of their leading competitors, 7.1% of 

respondents indicated similar customer-related performance, and only 1.2% of the 

respondents indicated lower customer-related performance compared to that of their 

competitors. 
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Internal Business Process-related Performance 

For 3-star hotels (Table 5-22), the mean of internal business process-related 

performance was 4.02, with an actual minimum score of 2.75 and an actual maximum 

score of 5.00. The theoretical range was from 1 to 5, with 1 representing much lower 

internal business process-related performance than that of leading competitors, and 5 

representing much higher internal business process-related performance compared to 

that of leading competitors. Based on frequency analysis provided by SPSS, the results 

show that 90.3% of respondents indicated higher internal business process-related 

performance compared to that of their competitors, 6.5% of respondents indicated 

similar internal business process-related performance, and only 3.2% of the respondents 

indicated lower internal business process-related performance compared to that of their 

competitors. 

 

For 4- and 5-star hotels (Table 5-23), the mean of internal business process-related 

performance was 4.22, with an actual minimum score of 3.00 and an actual maximum 

score of 5.00. The theoretical range was from 1 to 5, with 1 one representing much 

lower internal business process-related performance than that of leading competitors, 

while five represents much higher internal business process-related performance 

compared to that of leading competitors. Based on frequency analysis provided by 

SPSS, the results show that 97.6% of respondents indicated higher internal business 

process-related performance compared to that of their competitors, while 2.4% of 

respondents indicated an internal business process-related performance that was similar 

to that of their leading competitors. 

 

Learning and Growth-related Performance 

Table 5-22 illustrates that the mean of 3-star hotel learning and growth-related 

performance was 3.83, with an actual minimum score of 2.67 and an actual maximum 

score of 4.83. The theoretical range was from 1 to 5, with 1 representing much lower 

learning and growth-related performance than that of leading competitors, and 5 

representing much higher learning and growth-related performance compared to that of 

leading competitors. Frequency analysis showed that 87.1% of respondents specified 

that their higher learning and growth-related performance was higher than that of 

competitors. There were 6.5% of respondents who specified similar learning and 

growth-related performance to that of competitors, and 6.5% of respondents who 
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indicated a lower learning and growth-related performance than that was lower than that 

of their competitors. 

 

Table 5-23 illustrates that the mean of 4- and 5-star hotel learning and growth-related 

performance was 4.05, with an actual minimum score of 2.50 and an actual maximum 

score of 5.00. The theoretical range was from 1 to 5, with 1 representing much lower 

learning and growth-related performance than leading competitors, and 5 representing 

much higher learning and growth-related performance compared to that of leading 

competitors. Frequency analysis shows that 96.5% of respondents specified that their 

higher learning and growth-related performance was higher than that of their 

competitors. There were 1.2% of respondents who specified similar learning and 

growth-related performance to that of competitors, and 2.4% of respondents who 

indicated lower learning and growth-related performance than that of competitors. 

 

Social and Environment-related Performance 

As shown in Table 5-22, the mean of 3-star hotel social and environment-related 

performance was 3.82, with an actual minimum score of 2.80 and an actual maximum 

score of 4.90. A score of 1 indicates much lower social and environment-related 

performance compared to that of leading competitors, while 5 indicates much higher 

social and environment-related performance compared to that of leading competitors. 

From the frequency analysis, the results show that 87.1% of respondents indicated 

higher social and environment-related performance than that of their leading 

competitors. There were 3.2% of respondents who indicated similar social and 

environment-related performance and 9.7% of respondents indicated lower social and 

environment-related performance, compared to that of their leading competitors. 

 

In reference to Table 5-23, the mean of 4- and 5-star hotel social and environment-

related performance was 4.08, with an actual minimum score of 3.00 and an actual 

maximum score of 5.00. A score of 1 indicates much lower social and environment-

related performance compared to that of leading competitors, while 5 indicates much 

higher social and environment-related performance compared to that of leading 

competitors. From the frequency analysis, the results show that 97.6% of respondents 

indicated higher social and environment-related performance than that of their leading 

competitors. There were 2.4% of respondents who indicated a social and environment-

related performance similar to that of their competitors. 
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5.5.2.2  Hypotheses Tests 

Previous studies have shown that the higher the star category, the higher the hotel 

performance level (Brown & Dev, 1999; Claver-Cortes, Molina-Azorin, Pereira-

Moliner, & Lopez-Gamero, 2007; Jonsson & Devonish, 2009; Pine & Phillips, 2005). 

As previously mentioned in Section 4.2 (Sample Selection), the sample was divided into 

two sub-samples – (a) 3-star hotels and (b) 4- and 5-star hotels – to investigate whether 

there were differences in results between these two groups. This classification was 

based on the assumption that 4-star hotels had very similar characteristics to those of 5-

star hotels (Gil, et al., 2001; Orfila-Sintes, et al., 2005).  

 

From the full-sample of 116 hotels, 31 were 3-star hotels, 40 were 4-star hotels, and 45 

were 5-star hotels. Although the 3-star hotels were only 31 in number, previous scholars 

have stated that PLS can be used for small sample sizes, starting from 30 cases (Chin & 

Newsted, 1999). The appropriateness of PLS for small sample sizes may result from its 

highly robust coefficients with respect to multicollinearity and skew response 

distributions (Cassel, Hackl, & Westlund, 2000), which may become an issue in a 

small-sample study. PLS have been used in other studies with small sample size, such 

as that of Hoque (2011) who conducted a study in the management accounting area with 

34 in the sample. Hence, PLS were used to analyse the hypotheses with these 

subsamples of 3-star, and 4- and 5-star hotels.  

 

The model for the sub-sample hypotheses analyses was similar to the model for the full-

sample as presented in Appendix E. In order to apply hypotheses tests for sub-samples, 

data were split with the latent variable scores into two subgroups after running a PLS 

Algorithm calculation in Smart PLS 2.0. Based on these data, bootstrap calculation was 

conducted to find the path coefficient for each relationship. The results of the 

hypotheses tests are presented in Tables 5-24 and 5-26.  

 

Table 5-24 presents the results of hypotheses tests on 3-star hotels. The results show 

five relationships that were not significant; therefore, five hypotheses were not 

supported. The results for the full sample (see Table 5-20) were different from those of 

4-and 5-star hotels (see Table 5-26). It should be noted that the relationships between 

strategic alliance and financial performance, and also between strategic alliance and 

customer-related performance, are consistently not significant in all cases, either for the 

full sample or for the sub-sample group. After presenting the results of hypotheses tests 
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based on the 3-star hotel sample in Table 5-24, the following Table 5-25 shows the 

decomposition of direct and indirect effects between variables in 3-star hotels. The 

results of PLS structural model for full sample and both sub-samples with significant 

path coefficients can be seen in Appendix E. 

 

Table 5-24. Results from PLS analysis: 3- star hotels (Path coefficients, N = 31) 

From To Path coefficient t-value p-value Conclusion 
X1 X2 0.391* 2.781 0.005 Significant 

X1 X3 0.392* 2.837 0.004 Significant 

X2 X3 0.302* 2.168 0.038 Significant 

X1 X4a 0.567* 3.125 0.002 Significant 

X2 X4a 0.117 0.965 0.171 Not significant 

X3 X4a 0.042 0.472 0.320 Not significant 

X1 X4b 0.577* 4.185 0.000 Significant 

X2 X4b 0.020 0.332 0.371 Not significant 

X3 X4b 0.215* 2.015 0.048 Significant 

X1 X4c 0.381* 2.411 0.011 Significant 

X2 X4c 0.185* 1.989 0.028 Significant 

X3 X4c 0.444* 3.346 0.001 Significant 

X1 X4d 0.134 1.263 0.108 Not significant 

X2 X4d 0.241* 2.086 0.042 Significant 

X3 X4d 0.343* 2.152 0.037 Significant 

X1 X4e 0.411* 3.093 0.002 Significant 

X2 X4e 0.032 0.487 0.315 Not significant 

X3 X4e 0.476* 3.586 0.000 Significant 
* Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
 

As previously mentioned, from Table 5-24 it can be concluded that there are two 

relationships which consistently showed up as being non-significant either in the full-

sample or in the sub-sample group; these are (a) between engagement in strategic 

alliance and financial performance and (b) between strategic alliance and customer-

related performance. For this group of 3-star hotels, there are three other non-significant 

relationships: between managerial use of MAS information and financial performance, 

between competitive strategy and learning and growth-related performance, and 

between strategic alliance and social and environment-related performance. 
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Table 5-25.  Decomposition of direct and indirect effects (3-star hotels) 

Combination 
of variables 

Direct     +        
effecta 

Indirect    + 
effect 
through X2

 

Indirect + 
effect 
through 
X3 

Indirect        = 
effect through  
X2  and X3 

Total 
Effect 

X1 with X2 0.391*    0.391 

X1 with X3 0.392* 0.118   0.510 

X2 with X3 0.302*    0.302 

X1 with X4a 0.567* 0.046 0.016 0.005 0.634 

X2 with X4a 0.117  0.013  0.130 

X3 with X4a 0.042    0.042 

X1 with X4b 0.577* 0.008 0.084 0.025 0.694 

X2 with X4b 0.020  0.065  0.085 

X3 with X4b 0.215*    0.215 

X1 with X4c 0.381* 0.072 0.174 0.052 0.679 

X2 with X4c 0.185*  0.134  0.319 

X3 with X4c 0.444*    0.444 

X1 with X4d 0.134 0.094 0.134 0.040 0.402 

X2 with X4d 0.241*  0.104  0.345 

X3 with X4d 0.343*    0.343 

X1 with X4e 0.411* 0.013 0.186 0.056 0.666 

X2 with X4e 0.032  0.075  0.107 

X3 with X4e 0.476*    0.476 
* Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
a The value of the direct effect is equal to the path coefficient 
 

Table 5-25 provides direct and indirect effects between variables for 3-star hotels. The 

results show that managerial use of MAS information mediated the relationship between 

competitive strategy and sustainable performance and between strategic alliance and 

sustainable performance, except for financial performance (path coefficient < 0.050). 

The results also indicate that engagement in strategic alliance had a significant 

intervening (or mediating) effect on the relationship between competitive strategy and 

managerial use of MAS information, and between competitive strategy and two 

perspectives of hotel sustainable performance: internal business process, and learning 

and growth. 
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Table 5-26. Results from PLS analysis: 4- and 5-star hotels (Path coefficients, N = 
85) 

From To Path coefficient t-value p-value Conclusion 
X1 X2 0.096 1.064 0.145 Not Significant 

X1 X3 0.277* 3.004 0.001 Significant 

X2 X3 0.269* 2.582 0.006 Significant 

X1 X4a 0.232* 2.371 0.010 Significant 

X2 X4a 0.038 0.575 0.283 Not Significant 

X3 X4a 0.262* 2.218 0.015 Significant 

X1 X4b 0.438* 4.928 0.000 Significant 

X2 X4b 0.059 0.928 0.178 Not Significant 

X3 X4b 0.228* 2.092 0.019 Significant 

X1 X4c 0.273* 3.179 0.001 Significant 

X2 X4c 0.305* 3.812 0.000 Significant 

X3 X4c 0.359* 4.202 0.000 Significant 

X1 X4d 0.373* 3.695 0.000 Significant 

X2 X4d 0.261* 2.909 0.002 Significant 

X3 X4d 0.222* 2.396 0.009 Significant 

X1 X4e 0.366* 3.563 0.000 Significant 

X2 X4e 0.247* 2.716 0.004 Significant 

X3 X4e 0.204* 1.971 0.026 Significant 
* Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
 

Table 5-26 presents the results of hypotheses tests on 4- and 5-star hotels. It can be 

concluded from this table that there are three hypotheses that were not supported. The 

results were similar to those of the full-sample analysis (see Table 5-20). These findings 

from 4- and 5- star hotels confirmed that the results on full-sample analysis (Table 5-20) 

were also significant for 4- and 5- star hotels.  Further description related to direct and 

indirect effects between variables for 4- and 5-star hotels can be seen in Table 5-27. 

 

Table 5-27 provides direct and indirect effects between variables for 4- and 5-star 

hotels. From this table, it can be concluded that managerial use of MAS information had 

a significant intervening effect on the relationship between competitive strategy and five 

perspectives of hotel sustainable performance (path coefficient < 0.050). This table also 

shows that engagement in strategic alliance had no mediating effect on the relationship 

between competitive strategy and managerial use of MAS information as well as 

competitive strategy and hotel sustainable performance. 

 



Chapter 5 – Results 

 201 

Table 5-27. Decomposition of direct and indirect effects (4- and 5-star hotels) 

Combination 
of variables 

Direct     +        
effecta 

Indirect  + 
effect 
through X2

 

Indirect + 
effect 
through 
X3 

Indirect effect  = 
through  
X2  and X3 

Total 
Effect 

X1 with X2 0.096    0.096 

X1 with X3 0.277 0.026   0.303 

X2 with X3 0.269    0.269 

X1 with X4a 0.232 0.004 0.073 0.007 0.316 

X2 with X4a 0.038  0.071  0.109 

X3 with X4a 0.262    0.262 

X1 with X4b 0.438 0.006 0.063 0.006 0.513 

X2 with X4b 0.059  0.061  0.120 

X3 with X4b 0.228    0.228 

X1 with X4c 0.273 0.029 0.099 0.009 0.410 

X2 with X4c 0.305  0.097  0.402 

X3 with X4c 0.359    0.359 

X1 with X4d 0.373 0.025 0.061 0.006 0.465 

X2 with X4d 0.261  0.060  0.320 

X3 with X4d 0.222    0.222 

X1 with X4e 0.366 0.024 0.056 0.005 0.451 

X2 with X4e 0.247  0.055  0.302 

X3 with X4e 0.204    0.204 
* Significant at 0.05 level (one-tailed) 
X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial 
performance; X4b = customer-related performance; X4c = internal business process-related performance; X4d 

= learning and growth-related performance; X4e = social and environment-related performance. 
a The value of the direct effect is equal to the path coefficient 
 

5.6  Summary of the Results 

In summary, all relevant tests have been conducted to obtain data analysis results for the 

present study. As previously explained in Chapter 3, eighteen hypotheses were 

developed for the present study and were tested as reported in the previous sections. 

Table 5-28 summarises the results. 
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Table 5-28. Summary of Hypotheses Test Results  

Hypotheses Results  
(Full-Sample) 

Results 
(3-star) 

Results  
(4- & 5-star) 

H1 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its engagement in strategic 
alliance 

Not Supported Supported Not 

Supported 

H2 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its managerial use of MAS 
information. 

Supported Supported Supported 

H3 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
managerial use of MAS information. 

Supported Supported Supported 

H4a 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its financial performance. 

Supported Supported Supported 

H4b 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its customer-related performance. 

Supported Supported Supported 

H4c 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its internal business process-
related performance. 

Supported Supported Supported 

H4d 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its learning and growth-related 
performance. 

Supported Not 

Supported 

Supported 

H4e 
The more a hotel employs a competitive 
strategy in the form of product differentiation, 
the greater is its social and environment-related 
performance. 

Supported Supported Supported 

H5a 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
financial performance. 

Not Supported Not 

Supported 

Not 

Supported 

H5b 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
customer-related performance. 
 

Not Supported Not 

Supported 

Not 

Supported 
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H5c 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
internal business process-related performance. 

Supported Supported Supported 

H5d 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
learning and growth-related performance. 

Supported Supported Supported 

H5e 
There is a positive relationship between a 
hotel’s engagement in strategic alliance and its 
social and environment-related performance. 

Supported Not 

Supported 

Supported 

H6a 
There is a positive relationship between the 
managerial use of MAS information and hotel 
financial performance. 

Supported Not 

Supported 

Supported 

H6b 
There is a positive relationship between the 
managerial use of MAS information and hotel 
customer-related performance. 

Supported Supported Supported 

H6c 
There is a positive relationship between the 
managerial use of MAS information and hotel 
internal business process-related performance. 

Supported Supported Supported 

H6d 
There is a positive relationship between the 
managerial use of MAS information and hotel 
learning and growth-related performance. 

Supported Supported Supported 

H6e 
There is a positive relationship between the 
managerial use of MAS information and hotel 
social and environment-related performance. 

Supported Supported Supported 

 

5.7  Chapter Summary    

This chapter has described the tests undertaken for the present study. It started by 

explaining the checking and testing of data in order to ensure that the assumptions in 

path analysis and regression could be validly made. This was followed by hypotheses 

tests using OLS and PLS. Finally, an overall summary was provided of the hypotheses 

that were supported and those that were not supported. The next chapter discusses these 

results, points out the limitations of the study undertaken, and finally suggests the 

implications of the results for theory development and practice.  



 

Chapter 6  

Discussion of Results, 
Contributions, Limitations and 
Conclusions 

6.0  Introduction 

This chapter summarises the results of the present study. Section 6.1 discusses the 

results, Section 6.2 describes the contributions, Sections 6.3 presents limitations and 

directions for future research, and the study’s concluding summary is provided in 

Section 6.4. 

6.1  Discussion of Results 

The results (of hypotheses tests and personal interviews) are now discussed in relation 

to each hypothesis. 

 

6.1.1  Competitive Strategy and Strategic Alliance 
This section discusses the results of hypotheses tests on the relationship between 

competitive strategy and strategic alliance, including the results from interviews with 

General Managers.  

 

6.1.1.1  Hypothesis 1: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its engagement in strategic alliance. 

 

The results presented in Table 5-4 in Chapter 5 indicate that competitive strategy was 

not significantly associated with hotels’ engagement in strategic alliance. Thus, 

hypothesis H1 was not supported. Similar results were obtained from the analyses of 

both the full-sample and the sub-sample of 4- and 5-star hotels (see Section 5.5). On the 

other hand, the results from the sub-sample of 3-star hotels supported this hypothesis. 
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An interpretation of these results is that the hotel managers (especially those in 4- and 5-

star hotels) may not focus on engaging in strategic alliance when they pursue 

differentiation strategies. These higher star hotels are considered to have their own 

resources to apply their competitive strategies. For instance, with their financial 

strength, 4- and 5-star hotels are able to keep their technology updated. For example, 

up-market hotels such as Marriott with its advanced reservation system and Hilton with 

its self-service check-in and check-out system, are also investing in their human assets 

through training and career development programmes in order to provide high standards 

of service quality (Zhao & He, 2008). It can be concluded that these up-market hotels 

are likely to have sufficient financial, technological, and skilled employee resources to 

stay competitive, and as a result, may be unlikely to engage in strategic alliance. 

Therefore, hypothesis H1 was not supported. 

 

A differentiation strategy is based on the ability of a company to persuade customers 

that its product is superior or unique compared to products offered by competitors 

(Bordean, et al., 2010). The 4- and 5-star hotels may engage in strategic alliance in 

order to improve their market share, such as by forging marketing alliance – a move that 

is becoming more common in the hotel industry. This strategy has been applied by two 

Indonesian national chains (4-star hotels), Prime Plaza Hotels & Resort and Horizon 

Hotels (Prime Plaza Hotel, 2007). Together, they establish marketing tools to be used in 

a joint marketing program. However, by merely engaging in strategic alliance through 

forging marketing strategies, hotels may not necessarily acquire competitive value as 

such practices are already being applied by other 4- and 5-star hotels. 

 

A hotel that wants to apply a competitive strategy, particularly in the form of product 

differentiation, has to be able to deliver a superior product value to its customers. 

However, sometimes a hotel (particularly a 3-star hotel) does not have enough resources 

to do this by itself. In the case of Indonesian international joint ventures (IJVs) for 

example, the managers of Indonesian firms can engage in strategic alliance with 

international firms to benefit from the strength of greater financial resources, 

technological and international service experience to improve their firms’ reputations 

(Sitawati, 2004). Hence, a local hotel in Indonesia may engage in strategic alliance with 

an international hotel chain in order to improve its reservation system technology or 

customer service skills. As most local hotels have limited financial or technological 

resources to expand their business, engaging in strategic alliance with international 
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partners may give a local hotel the competitive advantage necessary to be sustainable 

relative to its rivals.  

 

The results of the current study extend Joshi et al.’s (1998) study in the 

telecommunication industry. These authors found that companies that emphasise more 

on product differentiation will be more engaged in forming strategic alliance. The 

current study provides a deeper understanding of product differentiation by identifying 

the categories of hotels that may gain the most benefit by applying strategic alliance as 

their competitive strategy. Unlike Joshi et al.’s (1998) study which used Miles and 

Snow’s (1978) strategic typology, the current study used Porter’s (1980). The current 

study also extends previous studies (Becerra, et al., 2013; Bordean, et al., 2010; Jonsson 

& Devonish, 2009; McCaskey & Symes, 2004) in the hotel industry which revealed that 

hotels are familiar with the application of competitive strategies in the form of product 

differentiation. However, unlike those previous studies, the current study had provided 

an analysis of the effect of competitive strategy on strategic alliance. The current study 

did. 

 

6.1.1.2  Interviews with Managers 

The results for Hypothesis 1 are further supported by information obtained through the 

personal interviews with the selected hotel General Managers (GMs) as respondents. 

The results provided no evidence to suggest that the hotels’ competitive strategy, 

particularly in the form of product differentiation, was positively and significantly 

associated with hotels’s engagement in strategic alliance.  

 

The results for Hypothesis 1 did not support the argument that hotels with a 

differentiation strategy, especially 4- or 5- star hotels, are more likely to engage in 

strategic alliance in order to survive in the highly competitive market. A differentiation 

strategy is based on the ability of a company to persuade customers that a product is 

superior or unique compared to those offered by competitors (Bordean, et al., 2010). As 

engaging in strategic alliance is already a common practice for 4- and 5-star hotels, a 

manager adding this strategy may not directly improve his/her hotel’s unique value.  

The managers of these 4- and 5-star hotels may consider other factors such as brand 

image, service quality, or strategic location as their competitive advantage, rather than 

engaging in strategic alliance.  
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Examples of hotels that focus on brand image, service quality and strategic location all 

together can be found in luxurious 5-star hotels such as Hotels C, H, L, and S. All these 

hotels belonged to an international brand chain and targeted high-class customers. They 

were strategically located in main tourist destinations; some even had their own private 

beaches. They all had a famous brand and also had a relatively high percentage of loyal 

customers (between 20 and 30%). The manager of Hotel L, for example, stated that 

throughout the world, hotels belonging to his chain had a very high reputation for being 

strategically located, and for having excellent services and premium facilities. This 

particular brand required each of its properties to fulfil a 5-star requirement standard, 

wherever it was established. A similar story was described by the manager of Hotel S, 

which also had luxurious facilities and a very high reputation, and was one of the most 

expensive hotels in Indonesia. For a 4-star hotel, the manager of Hotel I, which was a 

member of a domestic chain, stated that his differentiation strategy to satisfy both the 

business and leisure travellers was to offer them with 5-star facility and high service 

standards, despite its 4-star brand. This 5-star facility standard is evidenced from its 

ballroom, which is the largest in the province and other facilities such as a golf park, 

water park, theme park, and outbound area. These facilities which differentiated the 

hotel from others are financed by the hotel’s (or chain’s) own resources. Therefore, to 

be unique, these 4- and 5-star hotels would not need to engage in strategic alliance. 

 

Conversely, a different situation was faced by 3-star hotel managers (see Section 5.5.2.2 

about the hypotheses test results for 3-star hotels). For example, the manager of Hotel D 

stated that the approach he would adopt for a 3- star hotel like his company, in order to 

cope with a highly competitive market (see Table 4-19a) was to offer special value to 

customers as this would ensure his establishment stood-out in comparison to similar 

class hotel. Particularly, he mentioned that: 

Compared to our (international chain) competitor, we lack of knowledge and skill 
to manage our hotel professionally. We also do not have advanced technology 
like they do. Moreover, if we do not do something different, even the lower star 
hotel may beat us. 
 

The manager of Hotel B, another 3-star hotel, chose media as his hotel differentiation 

value. He said that a hotel needed a lot of promotion in order to be recognised by its 

potential customers. He focused on engaging strategic alliance with journalists as this 

profession is the one that publishes stories on events in the media – especially in 

newspapers and on television. He equipped his hotel with a media centre to enable 
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journalists to file their reports from there. He invited the Minister of Tourism to open 

his hotel as this would automatically attracted journalists’ attention, thereby gaining free 

publicity in the market. 

 

A hotel that is able to differentiate is more likely to cope with the latest trends in the 

market. However, sometimes this type of hotel (particularly a 3-star hotel) does not 

have its own resources to conduct the strategy. For example, a differentiator hotel may 

want to provide the most sophisticated reservation system, but does not have financial 

resources or technological know-how to apply it. As a solution, this hotel may want to 

engage in strategic alliance with another hotel that has the resources it needs. Hence, for 

3-star hotels, the more a hotel employs a competitive strategy in the form of product 

differentiation, the greater is its engagement in strategic alliance. 

 

6.1.2  Managerial Use of MAS Information 
This section discusses the results of hypotheses tests on the relationship between (a) 

competitive strategy and managerial use of MAS information and (b) strategic alliance 

and managerial use of MAS information, supported with results from the interviews. 

 

6.1.2.1  Hypothesis 2: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its managerial use of MAS information. 

 

The results presented in Table 5-5 in Chapter 5 indicate that hotel competitive strategy, 

particularly in the form of product differentiation, was positively and significantly 

associated with managerial use of MAS information. Similar results were obtained from 

both full-sample and sub-sample analyses (see Section 5.5). Thus, hypothesis H2 was 

supported. 

 

The results underpin the argument that hotel managers improve the use of MAS 

information when they employ differentiation strategy. Hotels must have values that 

differentiate themselves in a highly competitive industry, since focusing only on cost 

leadership strategies does not secure sustainable performance (Kandampully & 

Suhartanto, 2000; Lee, et al., 2003). To maintain competitive advantage, hotels need 

information about customers and competitors, which may derive from MAS information 

(Chenhall & Morris, 1986). A differentiator hotel is likely to be more customer-oriented 
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(Zhou, et al., 2009). As a result, this type of hotel always tries to follow the latest trend 

in delivering the best quality service to its customers. In order to be able to know about 

this latest trend in the market, the hotel needs customer-related MAS information. For 

example, it is imperative for differentiator hotels to know their customers’ expectations 

of the service. Some customers perhaps like to have early breakfast while other 

customers may be concerned about the view from their room window. These specific 

wishes can be discovered if hotels have complete information about their customers. 

Similarly, an Indonesian hotel may organise cultural events that have not been held yet 

by their competitors, to attract the attention of potential guests. This strategy might only 

work if hotels have information about their competitors. This customer- and competitor-

related MAS information can help managers to effectively make their decisions to 

choose a proper differentiation strategy.  

 

These results extend those of a previous study by Bangchokdee (2008), who also found 

a positive relationship between competitive strategy and managerial use of MAS 

information. However, she focused her study on the manufacturing industry, which 

characteristics are different from those of the hotel industry (see Table 3-1 in 

Chapter 3). The results also provide empirical evidence in support of Chenhall and 

Langfield-Smith’s (1998) study, which argued that companies applying a differentiation 

strategy may need more intensive use of MAS information. An earlier study by Chong 

and Chong (1997) found a significant relationship between a prospector-type company 

and managerial use of MAS information at the SBU level; however, the current study 

extends this to the organisational level. Further, studies in the manufacturing industry 

(Abernethy & Guthrie, 1994; Boulianne, 2007; Khan, et al., 2010) revealed that 

prospector-type companies are likely to use more MAS information than defender-type 

companies. The current study validates these studies’ results by using samples from the 

hotel industry, using the Porter strategy typology. 

 

6.1.2.2  Hypothesis 3: 

 There is a positive relationship between a hotel’s engagement in strategic alliance and 

its managerial use of MAS information. 

 

Table 5-5 in Chapter 5 shows that hotel engagement in strategic alliance was positively 

and significantly associated with the managerial use of MAS information; therefore 
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hypothesis H3 was supported. Further, similar results were obtained for both the full-

sample and sub-sample analyses in Section 5.5. 

 

The above results support the argument that hotel managers improve their use of MAS 

information after establishing strategic alliance. A reason for this is that hotel managers 

need financial and non-financial information to solve potential problems among alliance 

partners and to strengthen the alliance. For example, there is a need to measure and 

report on companies’ activities after they establish alliance; for example, how to record 

fixed assets and inventories owned by each partner (Kinney, 2001). In this case, each 

partner has to track its alliance and transaction activities. A management accounting 

system may provide information related to these activities in order to help the managers 

in making proper decisions. Without proper information, managers may make wrong 

decisions, which can lead to misinterpretation and conflict between partners. Hence, 

having the right information is crucial for maintaining the strategic alliance relationship. 

 

The hotel industry is a highly fragmented industry. As a result, engaging in strategic 

alliance can be a solution to gain market share (Olsen & Roper, 1998). This may apply 

for a hotel in Indonesia which may experience lack of financial resources, knowledge or 

technology to compete with its international competitors. By engaging in strategic 

alliance with a tour operator, for instance, an Indonesian hotel may establish a one-stop 

reservation system for its customers. In this case, the tour operator partner will require 

the most recently updated information relating to (for example) hotel events and hotel 

room prices. Thus, the MAS information should be made available so that the hotel 

manager can determine the room rate and pass the information on to the tour operator. 

Therefore, MAS information is beneficial for hotel managers who have engaged in 

strategic alliance. 

 

The results of this study also extend Hakansson and Lind’s (2004) case study by using 

large sample and providing statistical evidence to support the argument that managers 

need proper management accounting system information after establishing strategic 

alliance. This information is useful to help the alliance partners adapt to each other and 

coordinate their joint activities (Hakansson & Lind, 2004). Likewise, the current study 

supports remarks by Anderson and Sedatole (2003) that MAS information is essential to 

assist managers in developing inter-firm trust and assessing decision-process 

compatibility between alliance partners, leading to a successful alliance. 
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6.1.2.3  Interviews with Managers 

The results for Hypotheses 2 and 3 are further supported by information obtained 

through the personal interviews with the selected hotel GMs as respondents. For 

Hypothesis 2, the results provide evidence that a hotel’s competitive strategy, 

particularly in the form of product differentiation, was positively and significantly 

associated with the managerial use of MAS information. Related to Hypothesis 3, the 

results show that the managerial use of MAS information was positively and 

significantly associated with a hotel’s engagement in strategic alliance. 

 

As proposed in Hypothesis 2, hotels with a differentiation strategy may need MAS 

information to create a competitive advantage that can differentiate them from their 

competitors. From the interviews, for example, the manager of Hotel B applied a 

differentiation strategy based on an advanced business facility by providing a media 

centre (see Table 4-19a). He noticed that to compete with other 3-star hotels like his 

own, he needed a value offer to make his hotel more prominent than his competitors. He 

mentioned that: 

The competition for this segment is very intense. We need to find a specific value 
for each of our [chain] hotel to be different. Everyone offers cheap price 
nowadays. [Therefore] Although we are only 3-star, we choose to provide 4-star 
service and facility. 
 

Information, either financial or non-financial, becomes important when a hotel offers a 

specific value to survive in the battle against its competitors. Some hotels (Hotels A, C, 

H, J, L, M, P, O and S) provided high service quality with personalised service to their 

customers, such as tailored room service or a special facility for a family room. Other 

hotels gave better facilities such as bigger room size (Hotels I and P) or chose a strategic 

location for their property (Hotels G, H, and J). Utilising local culture, some hotels 

offered a cultural package (Hotel Q). For example, the manager of Hotel C (see Table 4-

19), a 5-star hotel that belonged to an international hotel chain, noted: 

Our customers mainly come from overseas such as Europe and United Kingdom. 
They are willing to pay our high price. For this type of customer, we need to give 
them the best treatment. For example, we have a customer database contains of 
all information related to the specific customer so we already know about them 
before they enter their room. We address the customer with their name since the 
day they arrive at hotel, we can deliver their ordered food to their room. We give 
the best we can to satisfy our customers. 
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Another example of a differentiation strategy offered by a hotel was described by the 

manager of Hotel M, a 5-star hotel: 

We focus on Australian market. As they like to bring family to spend the [school] 
holiday, we built family room with special facility for children such as DVD and 
Playstation. So, if they booked the room with information that they will bring 
children, we will offer this room to them. 

 

When a hotel manager wants to create a competitive strategy that emphasises 

differentiation, he or she needs MAS information to help in choosing the most suitable 

strategy. This information contains not only financial but also non-financial 

information, such as that related to customers and competitors. All of the interviewed 

hotel managers, for instance, informed that they employed a market intelligence officer 

to obtain information about customer preferences and competitor actions. This officer 

had to report periodically about customers (e.g., customer complaints) and competitors 

(e.g., room rates, events). Based on this information, the hotel manager reviewed 

alternatives to attract customers; for example, conducting new events or improving 

hotel facilities. In the case of the manager of Hotel B, he informed of wanting to equip 

his 3-star hotel with facilities offered by 4- or 5-star hotels to distinguish his hotel from 

other 3-star hotels. In order to know which facility would be appropriate for his hotel, 

he conducted a survey about other competing hotels before building the property. As a 

result, he found that a media centre would provide his hotel’s competitive advantage. 

This is an example of the claim that the more a hotel manager wants to apply a 

competitive strategy, the more he needs MAS information.   

 

The results for Hypothesis 3 found a positive and significant relationship between hotel 

engagement in strategic alliance and the managerial use of MAS information. In 

Indonesia, hotels and restaurants have an association called the Indonesian Hotel and 

Restaurant Association (IHRA) (previously ITHA/Indonesian Tourist Hotel 

Association) and which has established a branch in each province and regency. The 

main aim of this association is to improve cooperation between members in order to 

promote the Indonesian tourism industry in the global market. The members conduct a 

meeting every month to discuss recent issues such as problems with certain suppliers or 

customers, and to share information such as room prices and occupancy rates.  

 

In the situation of high competition, hotels need to engage in strategic alliance to 

survive in the market. The IHRA supports a member hotel by assisting it in conducting 
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strategic alliance, either with other hotels in the association or with other companies 

(such as suppliers) and customers. By joining this association, a hotel is able to share 

information with other IHRA members. For example, when a hotel has a problem with 

its supplier (e.g., an unsatisfactory marketing effort) or customer (e.g., unpaid accounts), 

the manager will inform the other members during the monthly meeting to warn them 

about the risks of conducting alliance with these particular suppliers or customers. This 

information is useful to help hotels survive. As stated by the manager of Hotel N, a 4-

star hotel (see Table 4-19): 

In our [IHRA] monthly meeting, we agreed upon our room price range as we 
cannot let one hotel put too low price or too high price. It happened before, it 
destroyed our market. We gave sanction to the [particular] hotel. We cannot let it 
happen again.  

 

After established strategic alliance, hotel managers need to update information with 

their alliance partners. The MAS information supports the hotel manager in maintaining 

the strategic alliance relationship. With the hotel’s tour operator ally, for example, the 

hotel manager has to give up-to-date information about room prices and special events 

so that the tour operator can promote the hotel to targeted customers, using the latest 

information. Some hotel managers provide space for their tour operator partners on site 

at the hotel to facilitate and accelerate information transfer. Hence, MAS information is 

essential to support the hotel managers in making decisions, after strategic alliances 

have been established. 

 

6.1.3  Financial Performance 
Three relationships are discussed in this section are between: (a) competitive strategy 

and financial performance, (b) strategic alliance and financial performance, and (c) 

managerial use of MAS information and financial performance. Interviews with 

managers then complete this section. 

 

6.1.3.1  Hypothesis 4a: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its financial performance. 

 

The results presented in Table 5-7 in Chapter 5 indicate that competitive strategy was 

positively and significantly associated with hotel financial performance. Thus, 
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hypothesis H4a was supported. Similar results were obtained for both full-sample and 

sub-sample analyses in Section 5.5. 

 

An interpretation of the results is that the more a hotel employs a differentiation 

strategy, the more it may improve its financial performance. Strong competition in the 

hotel industry has encouraged hotels to seek a competitive strategy that can differentiate 

them from their competitors (Sandvik & Sandvik, 2003). Without having a unique value 

for its competitive strategy, a hotel may experience difficulty in attracting customers. 

For example, the manager of a 4-star hotel in a highly competitive market like 

Indonesia’s wants to offer low room prices. There are a lot of hotel competitors in the 

same area who offer similar prices (Lovelock, Patterson, &Wirtz, 2011). However, apart 

from offering a low price, the competitors also personalise their customer services, 

apply unique architecture or interior design to their properties, or create cultural 

packages for customers staying in their hotels. Strategies like these will attract even the 

most loyal customers away from their (original) place of choice to competitors who are 

able to provide these different types of value. For a similar, or even slightly higher 

price, customers will prefer the hotel that offers this differentiation. By having more 

customers, the occupancy rate of the hotel will increase, thus leading to higher income. 

 

In a country like Indonesia, which has a unique culture, a hotel does not need to adopt 

expensive innovations to establish a differentiation strategy. For example, a hotel may 

only need to add a traditional dish to its menu, or invite local dancers to hold a 

performance during a weekend dinner. By applying these strategies, a hotel can create 

its own value, which can differentiate it from its competitors (Lovelock, et al., 2011). 

Therefore, a hotel should take the chance of having its own differentiation value to win 

customers away from its competitors. When a hotel can find its proper competitive 

strategy by differentiation, more customers may come. 

 

A study by Zhou et al. (2009) found an indirect relationship between differentiation 

strategy and financial performance in the hotel industry, mediated by market 

performance. The results of the current study extend Zhou et al.’s (2009) study by 

providing empirical evidence that there is a direct relationship between a hotel applying 

a competitive strategy in the form of product differentiation and its financial 

performance. This current study’s results also confirmed a previous study by McCaskey 

and Symes (2004), who found a significant impact of differentiation strategy on hotels’ 
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financial performance. Moreover, the current study’s results are consistent with a 

previous study by Avci et al. (2011) who reported that prospector-type (more 

innovative, more differentiation) hotels had higher financial performance compared to 

defender-type (more cost leadership) hotels.  

 

6.1.3.2  Hypothesis 5a: 

There is a positive relationship between a hotel’s engagement in strategic alliance and 

its financial performance. 

 

The results presented in Table 5-7 in Chapter 5 indicate that strategic alliance was not 

significantly associated with hotel financial performance. Thus, hypothesis H5a was not 

supported. Similar results were obtained for both full-sample and sub-sample analyses 

in Section 5.5. 

 

A possible explanation for the lack of significant results is the Indonesian collectivism 

value. Previous scholars suggest that a firm’s engagement in strategic alliance in a 

collectivist society such as Indonesia’s is a common business trait (Winata, 2005). 

Accordingly, the alliance itself may not give a competitive advantage to the hotel, and 

thus have no influence on financial performance. Hotels in Indonesia become members 

of IHRA (see Section 6.1.2.3) which helps them to conduct strategic alliance, especially 

with hotel competitors. Joining this association as a form of developing strategic 

alliance is not a competitive advantage itself, because every hotel should become the 

member to gain knowledge and expertise from the association’s other members. A hotel 

may not sell its products or services at a better price than that of its competitors, as the 

competitors might engage in similar alliance with suppliers and customers. Moreover, in 

a collectivist country like Indonesia, managers are likely to put less focus on cost-

benefit calculations when engaging in an alliance (Triandis, 1995).  

 

Strategic alliance can help companies to respond to environmental uncertainties 

(Burgers, Hill, & Kim, 1993). For example, to deal with fast changing customer needs 

and preferences, a hotel manager would need to have the flexibility related to 

investment in the technology such as a marketing information system. As he or she may 

lack financial or human resources, engaging in strategic alliance can be a viable option. 

However, merely engaging in strategic alliance will not automatically enhance a 

manager’s understanding of customer preferences. After the engagement, the manager 
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needs – customer-related information – to develop important customer insights, from 

which the company can create more value for its customers. For instance, knowing 

customer booking patterns will help managers to determine the right time to advertise 

their promotional activities. Thus, hotel managers create opportunities to attract 

potential customers, leadings to higher income. MAS information includes customer-

related information. Then, managerial use of MAS information can be used as a 

mediating variable to improve financial performance after the hotel has engaged in 

strategic alliance. 

 

The results of the present study provide empirical evidence to support previous studies, 

which have argued that there is no direct effect between engagement in strategic 

alliance and financial performance (Anand & Khanna, 2000; Bucklin & Sengupta, 

1993; Draulans, et al., 2003; Lambe, et al., 2002; Luo, et al., 2007; Winata, 2005). 

There needs to be a mediating variable to support the impact of strategic alliance on 

financial performance, such as managerial use of MAS information. 

 

6.1.3.3  Hypothesis 6a: 

There is a positive relationship between the managerial use of MAS information and 

hotel financial performance. 

 

The results presented in Table 5-7 in Chapter 5 indicate that managerial use of MAS 

information was positively and significantly associated with hotel financial 

performance. Thus, Hypothesis H6a was supported. Similar results were obtained from 

full-sample and subsample analyses for 4- and 5-star hotels (see Section 5.5). However, 

results from 3-star hotels did not support this relationship. 

 

The interpretation of the results is that managerial use of MAS information, both 

financial and non-financial, is essential for a large hotel, as the information can be used 

by the hotel manager to make a responsive decision by learning about current problems, 

results, and opportunities (Ferris & Haskins, 1988). A hotel manager has to deal with 

customer problems directly and solve them on the spot (Winata & Mia, 2005). Hotel 

managers may benefit from having MAS information as a resource to give feedback on 

their hotel’s current operation. This benefit may result from the hotel’s information 

system database which has financial and non-financial information. Management 

accounting system (MAS) information then can be used by the manager to monitor 
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current activity progress, and to continue creating action plans about any required 

maintenance or improvement needs. For instance, a 4- or 5-star hotel manager may try 

to find information about the latest information system technology to improve the speed 

of customer service. Based on this information, the manager may make a plan to invest 

in the new technology that in the end may attract customers, resulting in a higher 

income. Further, 4- and 5-star hotels’ customers are high income group customers, who 

demand high quality and unique service. Each hotel in this group has to monitor 

customer preferences and competitors’ products to satisfy its customers. Therefore, 

MAS information is essential for this group of hotels. 

 

In the case of 3-star hotels, MAS information may not be used extensively to improve 

hotel financial performance. For example, 3-star hotels in Indonesia may benefit from 

the country’s unique demography and culture such as beautiful nature, warm climate, or 

traditional art. These hotels may have tourists (either foreign or domestic) stay at these 

hotels simply to enjoy the Indonesian natural sites or local art village located close to 

the hotels. These hotels rely on the nature of the land, and provide a simple service to 

their customers. Since the customers of this group of hotels are middle-income earners, 

these hotels are competing more on price than quality. Consequently, 3-star hotels 

cannot apply high room prices. Further, due to their nature as 3-star hotels, they have 

limited facilities, so that the managerial use of MAS information will not help to meet 

customer preferences that would improve financial performance. For example, due to 

lack of resources, the manager of a 3-star hotel may not be able to provide facilities 

such as a sophisticated reservation system or a wide variety of choices on the restaurant 

menu. Although MAS information is available, this limitation prevents the managerial 

use of MAS information from fully satisfying customer needs that would lead to higher 

financial performance. Thus, hypothesis H6a was not supported for 3-star hotels. 

 

The results of the current study (based on full-sample and sub-sample analyses of 4- and 

5-star hotels) empirically support the work of Mia (2000) and Bangchokdee (2008) 

which showed that managerial use of MAS information has a significant influence on 

company financial performance. However, they did their study in the manufacturing 

industry; the present study extends their findings by focusing on the hotel industry. This 

study also supports Patiar and Mia’s (2008) results, which showed that MAS 

information has an influence on hotel financial performance. However, their study was 

conducted at the departmental level (Room Department and Food and Beverage 
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Department); which means that the results only consider financial performance at these 

particular departments. This study has extended their findings by analysing hotel 

financial performance at the organisational level, including all hotel departments.  

 

6.1.3.4  Interviews with Managers 

The above interpretations of the results for Hypotheses 4a, 5a, and 6a are supported by 

the information collected through the personal interviews with the hotel GMs.  

 

The results for Hypothesis 4a indicate a positive and significant relationship between 

competitive strategy and financial performance. From the interviews, all hotel managers 

admitted that the competition in Indonesia was so intense that a hotel had to find its own 

value to make it different from other hotels. The manager of Hotel K, a 4-star hotel, had 

been in his new position for only one year. He realised that due to the strong 

competition in his area, he had to create a specific value to attract customers. He stated 

(see Table 4-19c): 

As a hotel manager, I need to be smart to make my hotel outstanding [compare to 
our competitors]. Indonesia is very rich in culture. [And] The people in this area 
still respect their culture very much. It created idea in my mind, why not use the 
local culture as our competitive advantage? 

 

Having this idea in mind, the manager of Hotel K finally decided to present local dance 

and local music entertainments every night, combined with the hotel’s local architecture. 

After applying these additional events, he said that more customers were willing to stay 

at his hotel, which meant more income. 

 

Most of the managers stated that they were aware of the high cost of applying a 

differentiation strategy; however, customers were the most important factor in obtaining 

income for the hotel. In the situation of very strong competition, a hotel could not rely 

on applying competitive prices to attract customers. Most of the hotels saw the benefit of 

Indonesian culture, such as a traditional uniform for staff, a local menu, traditional dance 

and music, or antique architecture to provide a high quality service for customers. Some 

hotels used Indonesia’s natural beauty to combine a private beach or golf resort with 

their property. All of these competitive strategies were meant to attract more customers, 

and thus to lead to a higher hotel profit. 
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The results for Hypothesis 5a indicate that a hotel’s engagement in strategic alliance is 

unlikely to influence its financial performance directly, unless the alliance is supported 

by managerial use of MAS information. All of the interviewed hotel managers had 

engaged in strategic alliance, usually with their suppliers, customers, or even 

competitors. These strategic alliances are required to satisfy the growing sophistication 

and demands of the customers (Pansiri, 2009). With suppliers such as tour operators, for 

instance, hotel managers are likely to communicate intensively, as tour operators assist 

the managers in promoting the hotel’s products and services. Hotel managers need to 

provide daily information about room rates and special events. Based on this 

information, tour operators will promote the hotel to its potential customers. This 

information has to be updated as it can change in minutes, based on the occupancy rate 

or a specific situation such as a natural disaster or political event. Hence, having up-to-

date information is very beneficial in maintaining strategic alliance. 

 

It can be concluded that maintaining the availability of relevant information between 

alliance partners is imperative. The alliance needs not only financial, internal, and 

historical information but also non-financial, external and future-oriented information, or 

so-called MAS information. Hence, managerial use of MAS information is a key to 

having successful and timely information with alliance partners. The views expressed by 

the managers during the interviews are consistent with these results. All of the hotel 

managers agreed upon the substantial role of alliance partners (e.g., suppliers) in 

marketing their products and services. For example, the manager of Hotel S, a 5-star 

hotel, stated: 

Suppliers play important role in selling our product. We give them our 
accommodation package [information] which resulting in good contribution to 
our occupancy rate. 

 

A similar expression was shown by the manager of Hotel M, another 5-star hotel: 

Our hotel has [engagement in] strategic alliance with travel agent and companies, 
especially related with room reservation. Normally we provide them information 
about room rate, hotel facility and hotel special event. The results is significant 
for our occupancy rate as most of our customers come either from travel agent or 
companies.  

 

Another comment, from the manager of Hotel G, a 3-star hotel, described strategic 

alliance with competitors: 
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There is regular meeting with other hotels in this province [supported by IHRA] 
to share room rate and occupancy information to maintain fair competition [and 
fair price]. 

 

These expressions indicate that strategic alliance was not a competitive advantage for 

hotels, as all of them did the same thing. However, with the support of the managerial 

use of MAS information, hotel managers may get benefits by obtaining proper 

information from their alliance partners. With suppliers, managers have the benefit of 

receiving information related to market trends. With customers, managers may gather 

information about customers’ needs and preferences. With competitors, managers may 

get information about the range of room rates. By having all this accurate and timely 

information from alliance partners, hotel managers have the opportunity to find an area 

which offers them a competitive advantage that, in the end, may attract customers and 

improve financial performance. 

 

The results for Hypothesis 6a indicate a positive and significant relationship between 

managerial use of MAS information and financial performance, especially for 4- and 5-

star hotels. The essential role of MAS information is to support managers in learning 

about current problems, results, and opportunities (Ferris & Haskins, 1988). By 

understanding the current situation, hotel managers will be able to manage hotel 

operations efficiently, which also means saving on costs that would result from 

inefficient operations. For example, by having proper information about energy 

consumption, a manager may determine if the use of energy has been appropriate or can 

be minimised without influencing service quality. Consequently, the manager may find a 

way to reduce energy costs, and thus improve profits.  

 

At interview, the managers of hotels recognised the benefit of having MAS information 

to give feedback on their current operations. This benefit may result from a hotel’s 

information system database, which holds financial and non-financial information. This 

MAS information then can be used by the manager to monitor current activity progress, 

and continue by creating action plans about any required maintenance or improvement 

activities. For instance, from the kitchen suppliers and kitchen expense provided by 

MAS information, the manager may evaluate which kitchen suppliers are able to give 

the most favourable prices for daily cooking ingredients. As a result, the manager may 

gain a higher profit, resulting from a more efficient kitchen and lower expense. As 

mentioned by manager of Hotel C, a 5-star hotel: 
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We have an integrated system which contains financial and non-financial 
information, link from front office to back office and cashier. We use [MAS] 
information resulting from this database to improve our current strategy and 
make future plan, make our operation more efficient. 

 

Even with competitors, hotel managers also need MAS information. As described by the 

manager of Hotel F, a 4-star hotel: 

[MAS] Information related with room rate and occupancy rate is very important 
for us to determine our own room price every day [appropriately]. Usually our 
market intelligent team call our hotel competitors every evening in order to find 
out this information.   
 

A different situation is faced by 3-star hotel managers (see Section 5.5.2.2 about the 

hypotheses test results for 3-star hotels). For these managers, the use of MAS 

information may not significantly improve their financial performance due to their 

limited facilities. This condition was mentioned by the manager of Hotel P, a 3-star 

hotel: 

We have difficulties to compete with 4-star hotels as we do not have big 
swimming pool or restaurant with variety of menu. Further, our employee is also 
not as skilful as those of larger hotels.  

 

Resulting from this limitation, the manager of a 3-star hotel may not be able to fully use 

MAS information to meet customer needs and preferences that would lead to financial 

performance. Although the information is available, the manager cannot use it to 

improve financial performance. The manager of Hotel Q, another 3-star hotel, stated that 

despite his efforts to provide the best service to customers, he cannot fully satisfy their 

needs due to the limited facilities that are associated with this category of hotel. Like 

other 3-star hotels, his hotel did not have facilities that were as complete as those of 4- 

or 5-star hotels (i.e., limited variety menu in the restaurant, room facilities, and 

employee skills). As a result, he cannot charge his customers high room prices. 

 

From all these reports, it can be concluded that MAS information may influence hotel 

financial performance directly, especially in the 4- and 5-star hotels. MAS information 

assists hotel managers to organise hotel operations in order to be efficient. Efficiency 

also means that the manager may try to find alternatives to reduce costs and elevate 

financial performance. In this case, MAS information may help the manager to 

determine how to be more economical, and so gain more profit. 
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6.1.4  Customer-related Performance 

Three relationships discussed in this section are between: (a) competitive strategy and 

customer-related performance, (b) strategic alliance and customer-related performance, 

and (c) managerial use of MAS information and customer-related performance. Finally, 

interviews with managers complete this section. 

 

6.1.4.1  Hypothesis 4b: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its customer-related performance. 

 

The results presented in Table 5-9 in Chapter 5 reveal that competitive strategy was 

positively and significantly associated with hotel customer performance. Thus, 

Hypothesis H4b was supported. Similar results were obtained in both full-sample and 

sub-sample analyses in Section 5.5. 

 

The results might be interpreted as showing that the hotel’s increasing application of 

competitive strategy, particularly in the form of product differentiation, improves a 

hotel’s customer performance. A successful differentiation strategy may add value and 

give an advantage to the hotel as customers consider its products and services to be 

superior to those of the competitors (Porter, 1985). This value sometimes yields a 

premium price paid by customers. A hotel chain that always targets a strategic location 

for its property will have to pay a high price for the land. Another hotel, which wants to 

build a luxurious resort, may need to spend more to have its own private beach and high 

quality villas. Another hotel may be required to expend more to equip its property with 

sophisticated technology. These examples of differentiation strategy have one main aim: 

to attract customers.  

  

Differentiation strategy in the hotel industry is not based only on a luxurious facility or 

strategic location. Another important factor that may draw customer attention is service 

quality (Chen, et al., 2011). For example, if a customer complains at the check-out 

session about the view from their room, the differentiator hotel that focuses on good 

customer service may offer a rebate and upgrade on return. In another case, the manager 

of a differentiator hotel may prepare a traditional room decoration based on (for 

example) the guest’s birthday or wedding anniversary. A hotel in Bali may offer a 

special Balinese menu or traditional Balinese massage. These small and personal details 
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of customer service will make customers feel comfortable, and motivate them to return 

in the future (Kandampully, 2007). This satisfied customer may also engage in positive 

word-of-mouth recommendations to his/her friends and relatives about the excellent 

service that he/she enjoyed at the hotel. As a result, more people will acknowledge that 

hotel and want to try it for themselves. Hence, the differentiation strategy may become a 

way to enhance a hotel’s customer performance. 

 

The results of the current study extend the findings of previous studies by McCaskey 

and Symes (2004), who argued that differentiation strategy may increase market share. 

Moreover, the current study supports the previous study by Avci et al. (2011), who 

revealed that prospector-type (more innovative, more differentiation oriented) hotels 

have a higher market share, higher customer satisfaction and better company image 

compared to defender-type (more cost leadership) hotels. The current study also 

supports the findings of Zhou et al. (2009) that differentiation strategy may improve 

service quality and customer satisfaction. The current study extends these two studies by 

adding two more instruments to measure customer performance: customer loyalty and 

new customer acquisition. As more customers become satisfied with hotel services, the 

more they are willing to come again in the future. 

 

6.1.4.2  Hypothesis 5b: 

There is a positive relationship between a hotel’s engagement in strategic alliance and 

its customer-related performance. 

 

The results presented in Table 5-9 reveal that strategic alliance did not have a significant 

influence on hotel customer performance. Therefore, Hypothesis H5b was not supported. 

Similar results were obtained for both full-sample and sub-sample analyses in Section 

5.5. 

 

Strategic alliance may assist alliance partners to overcome technological uncertainty 

(Bucklin & Sengupta, 1993), to promote each other’s products (Chathoth & Olsen, 

2003), to gain market share (Sarkar, et al., 2001) or to respond to environmental 

uncertainties (Burgers, et al., 1993), including rapidly changing environments in the 

emerging market (Marino, et al., 2008). Despite the benefits, strategic alliance may not 

always give competitive advantage to the alliance partners due to the lack of trust, 

commitment, communication, or information exchange between partners (Adobor, 
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2002; Cullen, Johnson, & Sakano, 2000; Medina-Munoz & Garcia-Falcon, 2000). Lack 

of information (namely, MAS information) may invite conflict between partners 

resulting from misinterpretations and different perceptions (Cullen, et al., 2000; Kale, 

Singh, & Perlmutter, 2000). By having relevant information on hand, a company may 

foster a relationship with its partners, leading to better cooperation (Schreiner, Kale, & 

Corsten, 2009; Thomas & Trevino, 1993) and performance.  

 

The reason for non-significant relationships between strategic alliance and customer-

related performance may relate to the Indonesian society’s character of collectivism. In 

this type of society, engagement in strategic alliance may be a common business 

activity (Winata, 2005). Therefore, being a member of strategic alliance in such a 

society may not enhance a hotel’s customer-related performance straightaway. Further, 

in the case of the Indonesian hotel industry, the hotel membership of IHRA (see Section 

6.1.2.3) may enhance opportunities to engage in strategic alliance, especially with other 

hotels (competitors). However, mere engagement in strategic alliance does not give 

capability to attract customers, because all hotels do the same. A hotel manager needs to 

conduct further action after his/her engagement in strategic alliance in order to draw this 

to customers’ attention. For example, after engaging in strategic alliance with a travel 

agent, a hotel manager shares information about his customers’ needs and preferences 

due to some specific event (can be obtained from MAS information). In a highly 

competitive environment such as the hotel industry, such customer-related information 

represents a particularly valuable and critical form of knowledge (Schreiner, et al., 

2009). Based on this information, the travel agent may arrange a package that will 

attract this particular type of customer, thus improving customer-related performance. 

Hence, managerial use of MAS information may mediate the relationship between 

strategic alliance and customer-related performance. 

 

The current study provides empirical evidence to support Rindfleisch and Moorman’s 

(2003) argument that strategic alliance (particularly among competitors) may not have a 

positive effect on a company’s customer orientation. This is caused by highly intensive 

alliance, in which companies put more emphasis on how to do better than their partner–

competitor instead of focusing on their customers (Gatignon & Deshpande, 1994; Luo, 

et al., 2007; Moorman, 1995; Rindfleisch & Moorman, 2003). The results of the current 

study extend the previous study in the Indonesian manufacturing industry by Winata 

(2005), who found no direct relationship between engagement in strategic alliance and a 
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company’s customer performance. This current study also extends the work of Shrader 

(2001) who found no significant relationship between a company’s engagement in 

strategic alliance and its performance (sales growth, market share, R&D intensity and 

advertising intensity). Both studies argued that there are other factors that can moderate 

this relationship. 

 

6.1.4.3  Hypothesis 6b:  

There is a positive relationship between the managerial use of MAS information and 

hotel customer-related performance. 

 

The results presented in Table 5-9 in Chapter 5 indicate that managerial use of MAS 

information was positively and significantly associated with customer-related 

performance. Therefore, Hypothesis H6b was supported. Similar results were obtained 

from both full-sample and sub-sample analyses in Section 5.5. 

   

An interpretation of the results is that managerial use of MAS information may assist 

hotel managers in conducting actions in order to attract customers. The knowledge of 

customers’ needs and preferences is essential for a hotel manager in order to be able to 

cater the right service. A customer who is on a hypertension diet, for instance, may ask 

for no salt in his/her meal. In a Moslem majority country such as Indonesia, a hotel may 

have to be aware of the halal (permitted to eat according to Islam religion) food 

condition. Another customer who is on a business trip may need a room equipped with a 

printer and scanner. All of these special needs and preferences have to be recognised by 

the hotel staff, otherwise the customer may complain and cannot enjoy his/her stay at 

the hotel. Therefore, MAS information becomes crucial in achieving customer 

satisfaction, leading to a better customer performance. 

 

Having the right information on hand is crucial for hotel managers in order to be able to 

give the best service to customers. Customers may have expectations that are different 

from those of the hotel manager (Nasution & Mavondo, 2008). Some customers may 

value service more highly than price – which may not be what the manager expects. 

Other customers may appreciate the availability of business facilities, while other 

customers may be satisfied with basic facilities in their rooms. The hotel manager, 

together with the staff, should be aware of all these circumstances. Therefore, MAS 

information is relevant to give knowledge and feedback to the manager about customer 
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data and customer complaints. As a result, the manager may then conduct appropriate 

actions in serving the hotel’s customers.  

 

The results of the current study provide empirical support for a previous study by 

Bangchokdee (2008), who found a significant relationship between managerial use of 

MAS information and customer performance in the manufacturing industry. In the hotel 

industry, Mia and Patiar (2001) found that hotel managers in senior and middle levels 

need similar MAS information for making decisions, including decisions related to 

customer satisfaction. Further, Patiar and Mia (2008) found a positive relationship 

between the combined effect of market competition and managerial use of MAS 

information on non-financial performance such as customer satisfaction. The current 

study extends Mia and Patiar’s (2001) study, and Patiar and Mia’s (2008) study, by 

adding more customer-related performance items for analysing the relationship between 

managerial use of MAS information and hotel customer-related performance. These 

items are customer loyalty, market share, customer satisfaction, new customer 

acquisition, and service quality. 

 

6.1.4.4  Interviews with Managers  

The above interpretations of the results for Hypotheses 4b, 5b, and 6b are supported by 

the information collected through the personal interviews with the hotel GMs.  

 

The results for Hypothesis 4b indicate a positive and significant relationship between 

competitive strategy and customer-related performance. The managers of Hotels B, E, L 

and O had experience of being managers at other hotels overseas. They stated that hotels 

in Indonesia have their own character due to Indonesia’s rich culture and its people, and 

these make it difficult to draw comparisons with hotels in other countries. The manager 

of Hotel L, a 5-star hotel, chose to return to Indonesia after managing a hotel overseas. 

He said that although the hotel industry in Indonesia is very competitive – as it is 

anywhere else in the world – there is still the chance to explore differentiation strategies 

that may appeal to customers. This chance may come from the local culture, nature, or 

the character of local people. By offering these differentiation strategies, hotels may 

attract customers to enjoy their facilities. To describe how competitive strategy in 

Indonesia may attract customers, the manager of Hotel Q, a 3-star hotel, stated: 
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We offer special dinner at temple package; this is an exclusive package with 
premium price with a guarantee to give surprise to our guests more than they can 
expect. The actual result shows us that guests [who are] taking this package are 
highly satisfied and never imagine that they can obtain such a wonderful service 
that provide them an unforgettable night.  

 

In some cases, a high price for a premium service is not important for a customer 

staying in a hotel, as the hotel’s service is the factor that will encourage them to return. 

This uniqueness, obtained from superior service, is not only valuable to attract new 

customers, but also to maintain existing customers. The manager of Hotel C, a 5-star 

hotel, stated: 

More than 30% of my guests are repeated customers, they come every year to 
spend their holiday in Indonesia with their family. Our staff knows them well and 
memorised their names and habits. With this relatively high ratio of my repeated 
customers, I have to concentrate on keeping them and making sure they are 
happy. Price is not the concern for these customers. 

 

The manager of Hotel R, a 3-star hotel, also emphasised the importance of hotel service 

as a means to maintain its customers: 

The most important [strategy] for us is how to maintain our product and service as 
customer will talk to everyone about our product [and service]. 

 

A similar idea was expressed by the manager of Hotel J, a 5-star hotel: 

Apart from our strategic location, our personalised service attract customer to 
come again. 

 

By applying a differentiation strategy such as high quality service or strategic location, a 

hotel may gain a specific value that cannot easily be copied or imitated by its 

competitors. This specific value will differentiate the hotel from its competitors, and in 

the end may appeal to more customers. Hence, the more a hotel can employ its 

competitive value through differentiation, the more it has the chance to attract 

customers. 

 

The results for Hypothesis 5b indicate that strategic alliance did not have a significant 

relationship with customer-related performance. During the interviews, all managers 

explained their high dependence on information, either from their supplier, competitor, 

or customer. Information about competitors’ room prices and room occupancy rates can 

change in minutes; a customer who stays at a hotel can complain at any time, and 

requires a prompt response; a supplier (e.g., tour operator) may need a quick decision 

related to a package based on the latest number of participants. All these factors can 
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interrupt a hotel’s operations in its effort to provide the best customer service. Hence, 

managerial use of MAS information can be a solution to solve these problems. 

 

The selected hotel managers realised the benefit of engaging in strategic alliance in 

order to get relevant information. The new manager of Hotel B, a 3-star hotel, described 

his close relationship with customers, although he had just moved into this hotel from 

another hotel in the same city. 

I like to maintain close communication with my customer. I have some loyal 
customers who like to directly call me to order a room or to arrange for some 
service when they have event for their office. Sometimes they also [tell me their] 
complain. I do not mind doing this [communicating directly with customers] as I 
want to keep informed about what my customer want. When I move to this hotel, 
they follow me. They do not care which hotel I represent. They trust me. 

 

One of the activities in the hotel industry that is designed to attract customers is 

conducting what is termed Meeting, Incentive, Convention and Exhibition (MICE). 

In order to sell MICE-related products, a hotel has to develop and maintain a direct 

relationship with its potential buyers (e.g., meeting planner) by visiting them 

regularly. This relationship has been suggested as the most effective way to build a 

long-term relationship between hotel salespeople and a meeting planner – a 

relationship that can lead to a successful selling process (Kotler, Bowen, & Makens, 

2010; Lee, Su, & Dubinsky, 2005). This process needs proper information about 

what the meeting planner needs (e.g., about potential customers). Wrong information 

may lead to a late service offer or wrong interpretation. During the interviews, hotel 

managers mentioned their efforts to regularly visit their potential buyers or 

customers. For instance, the manager of Hotel F, a 4-star hotel, said that he regularly 

communicated with his potential buyers, including paying a monthly visit. This visit 

aimed to gain information on future events such as meetings or conventions, or other 

opportunities for cooperation. It was important for his hotel that he put more focus on 

MICE activities rather than ordinary room selling, due to strong competition. Only 

by having proper information from potential customers would the hotel manager be 

able to offer a product that may attract customers. 

 

The results for Hypothesis 6b indicate a positive and significant relationship between 

managerial use of MAS information and customer-related performance. From the 

interviews, the function of MAS information as a benchmark in winning against 

competitors was described by the manager of Hotel R, a 3-star hotel: 
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As our benchmark, we need information related to competitor in order to realize 
our strength and weaknesses compared to those of our competitors [in order to 
attract customers]  
 

All of the hotel managers who participated in the interviews admitted that MAS 

information, both in financial and non-financial forms, was very valuable in making 

decisions. For instance, hotel managers need financial-related information such as 

occupancy rates and room rates. Similarly, hotel managers also need non-financial 

information related to competitors, market surveys, geopolitical conditions, customer 

demands, and market trends (see Table 4-19 for the summary of interview results). This 

information may be useful to determine the room price or whether to conduct a special 

promotional program. By having all of this information delivered in an accurate and 

timely manner, hotel managers may make the appropriate decisions and act accordingly. 

As the manager of Hotel I, a 4-star hotel, stated: 

These data is useful for us to be familiar with current market situation so we will 
be able to arrange strategic action in making decision.  

 

It can be concluded from the interviews that MAS information is the key for a hotel 

manager to win customers in the highly competitive Indonesian market. Financial and 

non-financial MAS information will assist a hotel manager in making proper decisions, 

and also lead hotel staff to conduct proper actions in serving hotel customers. As a 

result, customers may feel satisfied and remain loyal to this particular hotel. 

 

6.1.5  Internal Business Process-related Performance 
The results of testing three relationships explained in this section are: (a) between 

competitive strategy and internal business process-related performance, (b) between 

strategic alliance and internal business process-related performance, and (c) between 

managerial use of MAS information and internal business process-related performance. 

Finally, interviews with managers related to these hypotheses complete this section. 

 

6.1.5.1  Hypothesis 4c: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its internal business process-related performance. 

 

The results presented in Table 5-11 in Chapter 5 indicate that competitive strategy was 

positively and significantly associated with hotels’ internal business process-related 
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performance. Therefore, Hypothesis H4c was supported. Similar results were obtained 

for both full-sample and sub-sample analyses in Section 5.5. 

 

The results might be interpreted as showing that a hotel’s internal business process-

related performance will be increasingly improved by the more the hotel applies 

competitive strategies, especially in the form of product differentiation. A hotel needs to 

have a competitive value as its unique resources (assets) and distinctive skills may 

distinguish it from those of its competitors (Bharadwaj, Varadarajan, & Fahy, 1993; 

Porter, 1980, 1985). In the hotel industry, providing service quality is one of the highest 

skills that attract customers (Chen, et al., 2011) and can be a key factor for applying a 

differentiation strategy. The capability to provide high service quality also represents 

the ability to meet customer needs and preferences in an accurate and timely manner. In 

order to be able to perform this capability, a differentiator hotel may apply a 

comprehensive information system so it can operate more efficiently. For example, a 

differentiator hotel in Indonesia may employ a comprehensive customer database 

system because this type of hotel wants to get the latest and most accurate information 

related to customers so that it can deliver a superior service. By delivering the customer 

service accurately, the hotel may save time and expense resulting from minimised 

service errors and customer complaints. As a result, the hotel is able to operate more 

efficiently; this means an improved internal business process-related performance.  

 

The results of the current study extend the findings of a previous study by Bangchokdee 

(2008), who revealed a positive relationship between competitive strategy and internal 

business process-related performance in the manufacturing industry. The results also 

support Tavitiyaman’s (2012) study in the US hotel industry which found that applying 

competitive strategy, especially by having highly-skilled staff, may enhance the ways of 

delivering services to customers (or, hotel management efficiency enhancement). The 

current study adds five more indicators to measure internal business process-related 

performance: customer background information compilation, hotel product’s 

innovativeness and uniqueness, time reduction for handling customer complaints, 

effective problem-solving percentage, and time reduction of operation cycle. Thus, it 

can be concluded that applying a competitive strategy (particularly in the form of 

product differentiation) can improve a hotel’s operational efficiency in providing 

services to customers, which also means increasing internal business process-related 

performance. 
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6.1.5.2  Hypothesis 5c: 

There is a positive relationship between a hotel’s engagement in strategic alliance and 

its internal business process-related performance. 

 

The results presented in Table 5-11 in Chapter 5 indicate that hotel engagement in a 

strategic alliance was positively and significantly associated with its internal business 

process-related performance. Therefore, Hypothesis H5c was supported. Similar results 

were obtained for both full-sample and sub-sample analyses in Section 5.5. 

 

An interpretation of the results is that a hotel’s engagement in strategic alliance may 

enhance its internal business process-related performance. One of the effective 

indicators for measuring internal business process performance in the hotel industry is 

the time required to complete key processes (Denton & White, 2000). For example, a 

hotel may engage in an alliance with another hotel to create a reservation system and 

membership program using a one-stop internet website. After registering as a member, 

the customer can get information from the hotel website about prices and products of all 

participating hotels, and then continue with the reservation. Consequently, the customer 

gets the advantage of a more flexible and faster booking system. Another example 

would be an international hotel that engages in an alliance with a local tour operator and 

a local airline company to create a particular holiday package to a specific tourist 

destination. Customers need to go to only one place (e.g., the tour operator) to plan their 

holidays, including flight and accommodation. In this case, the international hotel gives 

a faster reservation service to the customer. By gaining faster reservation through the 

booking system, the whole operation cycle becomes faster. Customers save more in 

costs and time, leading to a better hotel internal business process. 

 

The results of the current study were in line with other studies, such as those of Lo and 

Yeung (2004), Lawson et al. (2009) and Winata (2005), who found that engagement in 

strategic alliance has a positive and significant association with internal business 

process-related performance in the manufacturing industry. In the hotel industry, the 

results of the current study provide empirical evidence supporting Chathoth’s (2008) 

study, which indicated that conducting strategic alliance in the marketing area may 

result in better access to markets. He gave the example of a marketing alliance between 

several large hotels that run a one-stop Internet website. This website enables customer 
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to check information and book services from any of the participating hotels, thus 

improving the hotels’ internal business process. The current study also supports the 

study by Espino-Rodriguez and Padron-Robaina (2004), who suggested that 

outsourcing may have an impact by providing a better, faster, and more efficient hotel 

service. The current study extends their study by adding six more items to measure hotel 

internal business process: customer background information compilation, hotel 

management efficiency enhancement, hotel product’s innovative and uniqueness, time 

reduction of the operation cycle, time reduction for handling customer complaints, and 

effective problem-solving percentage. 

 

6.1.5.3  Hypothesis 6c: 

There is a positive relationship between the managerial use of MAS information and 

hotel internal business process-related performance. 

 

The results presented in Table 5-11 in Chapter 5 reveal that managerial use of MAS 

information was positively and significantly associated with hotel internal business 

process-related performance. Therefore, Hypothesis H6c was supported. Similar results 

were obtained for both full-sample and sub-sample analyses in Section 5.5. 

 

The interpretation of the results is that a hotel’s internal business process-related 

performance will be increasingly improved the more the hotel applies competitive 

strategies, particularly in the form of product differentiation. In Indonesia, people are 

aware of the use of information and communication technology (Quibria & Tschang, 

2001). Hence, an Indonesian hotel manager may want to improve the customer database 

system to support him in solving customer-related problems effectively. By having a 

more advanced customer database system, the manager may obtain all relevant data 

related to customers, such as customers’ personal information, needs and preferences. 

This data will be used to deliver an accurate and fast service during the customer’s stay. 

It may provide details about the customer’s needs, such as specific business-related 

facilities or special care for the customer’s disability. In order to be able to have such an 

accurate customer database system, the hotel manager needs reliable information, 

namely MAS information. By using MAS information, the hotel manager may provide 

a more accurate service to customers, which will ultimately reduce customer complaints 

and improve the hotel’s management efficiency, thus improving internal business 

process-related performance.   
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The results of the current study extend a previous study by Bangchokdee (2008) who 

suggested that a significant relationship exists between the managerial use of MAS 

information and company internal business process-related performance in Thai 

manufacturing industries. In the hotel industry, the results of the current study support 

the previous study by Patiar and Mia (2008) who revealed that the interaction effect of 

market competition and the managerial use of MAS information have an influence on 

non-financial performance (i.e., extent of repeat business). However, Patiar and Mia 

(2008) did not analyse the direct effect of managerial use of MAS information on 

internal business process-related performance. The current study did. 

 

6.1.5.4  Interviews with Managers 

The above interpretations of the results for Hypotheses 4c, 5c, and 6c are supported by 

the information collected through the personal interviews with the hotel GMs. 

 

The results for Hypothesis 4c indicate that competitive strategy had a significant 

relationship with internal business process-related performance. For example, the 

manager of Hotel N, a 4-star hotel, preferred to provide space for a tour agent at his 

hotel as one of his hotel’s competitive advantages. This tour agent offered tour packages 

for customers, based on the number of days – such as a one-day tour, complete with car 

and driver. Because a tour agent was at the hotel, a customer who stayed at the hotel 

could directly contact the tour agent to arrange his or her activity during the period of 

stay. A customer did not have to leave the hotel to find a service related to tour 

activities, customised to his or her needs. Another differentiation strategy was explained 

by the manager of Hotel B, who provided free, high-speed internet access in each room 

– the fastest in the city at that moment. Although this was only 3-star hotel, the manager 

wanted to offer a facility that was even better than that available at a 5-star hotel. This 

facility supported the hotel’s integrated system, including a faster response to customer 

reservations. He stated: 

We are only 3-star hotel, but I want to give something different to customer. That 
is why I apply the fastest internet service in this city that even 5-star hotel does not 
provide it yet. It fastens our response to customer booking. Our customers also 
happy because they can do their business [during their stay] here using internet 
[with fast connection]. 

 

The results for Hypothesis 5c indicate that strategic alliance had a significant 

relationship with internal business process-related performance. At the interviews, hotel 
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managers stated that strategic alliance was important to provide fast and high quality 

services to customers. For example, some managers of 4- and 5-star hotels cooperated 

with tour operators by including their name in a holiday package. This facility enabled 

customers to make reservations for accommodation at the same time that they choose a 

holiday package from the tour operator. Another example is that some hotels engaged in 

strategic alliance with other hotels in another city. A regular customer of Hotel G, a 3-

star hotel, contacted the manager when he had to make a business trip to another city. 

He asked if the hotel manager could recommend somewhere to stay in that city. The 

manager of Hotel G, based on her alliance with other hotels, could advise the customer 

to choose a hotel that had a membership system with Hotel G. Because of this alliance, 

Hotel G and its partner hotel could share information about this particular customer. In 

the end, the customer could easily make reservations using the integrated system 

provided by both hotels, and enjoy similar treatment from this partner hotel that he 

usually obtained from Hotel G. These examples show that strategic alliance can enhance 

reservation systems to be faster and more flexible, thus leading to a more efficient hotel 

operation.  

 

The results for Hypothesis 6c indicate that managerial use of MAS information had a 

significant relationship with internal business process-related performance. As an 

integrated information system is beneficial to support hotel operation, hotel managers 

cooperate with IT consultants to build such systems at their hotels. This system then 

enables information to be shared between partners. The manager of Hotel L for 

instance, explained his 5-star hotel’s intranet link that connected all hotels in the chain. 

As he described: 

Our hotel has an intranet connection that connects us with other hotel in our chain. 
So, everywhere in the world, customers can check in at any of our hotel without 
difficulties as [MAS] information about them already been stored in our integrated 
customer database system. 

 

The interviews support the argument that MAS information may be used to improve 

internal business process-related performance. All interviewed hotel managers 

confirmed that they applied an integrated communication system that linked all hotel 

departments. This system was useful to accelerate information delivery between 

relevant departments. By having information in time, hotels may enhance their 

efficiency and increase the speed of their service to customers. This means a better hotel 

internal business process.   
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6.1.6  Learning and Growth-related Performance 
Three relationships discussed in this section are: (a) between competitive strategy and 

learning and growth-related performance, (b) between strategic alliance and learning 

and growth-related performance, and (c) between managerial use of MAS information 

and learning and growth-related performance. Finally, interviews with managers related 

to those relationships complete this section. 

 

6.1.6.1  Hypothesis 4d: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its learning and growth-related performance. 

 

The results presented in Table 5-13 in Chapter 5 support the argument that a hotel’s 

competitive strategy, particularly in the form of product differentiation, plays an 

important role in its learning and growth-related performance. Similar results were 

obtained with full-sample and sub-sample analyses for 4- and 5-star hotels in 

Section 5.5. However, results from 3-star hotels did not support this relationship. 

 

An interpretation of the results is that the relationship between competitive strategy and 

hotel learning and growth-related performance was positive and significant, especially 

for 4- and 5-star hotels. The results support the argument that the more a company 

applies a differentiation strategy, the more it needs highly skilled employees to provide 

qualified services and innovative products (Guthrie, et al., 2002; Youndt, et al., 1996). 

A hotel may use service quality as its competitive value to distinguish it from its rivals. 

Previous studies revealed that hotels focusing on quality are likely to emphasise human 

resource management practices such as recruitment, training, rewards and 

communication (Hoque, 1999; Panayotopoulou, Bourantas, & Papalexandris, 2003). 

Consequently, a differentiator hotel that emphasises service quality may improve the 

training quality of its staff in order to enhance its employees’ professional abilities. For 

example, a hotel may give training to its front office staff about how to provide 

sophisticated reservation services. After finishing training, this staff will be able to 

solve any problem related to reservations, and handle customer check-in and check-out 

procedures in a professional way, leading to a better learning and growth-related 

performance. 

 



Chapter 6 – Discussion of results, contributions, limitations & conclusions 

 236 

The different result for 3-star hotels means that this type of hotel may not be able to use 

competitive strategy to improve its learning and growth-related performance. Learning 

and growth-related performance is related with highly-skilled employees, which may 

not provide a competitive advantage for a 3-star hotel, due to its limited resources. For 

example, a 3-star hotel may not have as many financial resources for its employee 

training or other human resource-related development as 4- or 5-star hotels. 

Consequently, while a highly skilled employee may easily be found at a 4- or 5-star 

hotel, the same situation does not apply for a 3-star hotel.  

 

There are two possible alternatives for these differentiator 3-star hotels to improve their 

learning and growth-related performance. Firstly, they may actively engage in strategic 

alliance with other hotels to learn about the required human resources skill or 

technology from their alliance partner. By learning from a partner (e.g., how to improve 

customer reservation services), the 3-star hotel employee may develop a higher skill, 

thus improving learning and growth-related performance. Secondly, the differentiator 3-

star hotel manager may use MAS information to help him determine which training is 

suitable to improve his staff. For example, the manager may find that there is a high rate 

of customer complaints related to check-in and check-out services. Based on this (MAS) 

information, he gives training to the front desk staff about how to provide prompt 

check-in and check-out services. 

 

The current study results (particularly from 4- and 5-star hotels) extend a previous study 

by Bangchokdee (2008) who found a significant relationship between competitive 

strategy and learning and growth-related performance in Thailand’s manufacturing 

industry, especially the food processing and technology industries. The current study’s 

results also extend those of a previous work by McCaskey and Symes (2004), who 

analysed the effect of differentiation strategy on employee turnover based on one hotel 

group. The current study applied six performance indicators to measure the learning and 

growth-related performance at 116 hotels as its sample. Lastly, the current study’s 

results support a previous study by Tavitiyaman et al. (2012) who found a significant 

relationship between competitive strategy and employee performance. The current study 

extends their work by applying six more learning and growth-related performance 

indicators. 
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6.1.6.2  Hypothesis 5d: 

There is a positive relationship between a hotel’s engagement in strategic alliance and 

its learning and growth-related performance. 

 

The results presented in Table 5-13 in Chapter 5 support the idea that hotel engagement 

in strategic alliance was positively and significantly associated with hotel learning and 

growth-related performance. Similar results were obtained for both full-sample and sub-

sample analyses in Section 5.5. 

 

An interpretation of the results is that strategic alliance has a positive and significant 

influence on hotel learning and growth-related performance. Competitive advantage in 

strategic alliance is achieved when the alliance partners obtain benefits from a synergy 

that they could not get when they perform individually (Teece, 1992). This synergy is 

obtained when alliance partners exchange knowledge, skills or expertise that 

consequently improves their competitive advantage (Parkhe, 1991). In the hotel 

industry, for example, an international hotel chain may engage in strategic alliance with 

Indonesian local hotel in order to gain access to a new market and to minimise risks 

from entering another country (Chathoth & Olsen, 2003; Preble, et al., 2000). The local 

hotel may assist its partner by giving knowledge about a new market environment, local 

culture and government regulations. On the other hand, the local hotel may benefit from 

its partner’s expertise in hotel management and technology (Preble, et al., 2000). By 

achieving this mutual benefit after being engaged in strategic alliance, the local hotel 

and its partner may enhance their learning and growth-related performance. 

 

The current study provides results that are different from those obtained by Winata 

(2005) who reported no relationship between engagement in strategic alliance and 

manufacture’s learning and innovation performance in Indonesia. This may occur 

because the hotel industry has a different focus – such as a greater emphasis on the 

development of skills in its human resources – from that of the manufacturing industry, 

whose focus is more on improving the production process (see Section 3.4 for character 

differences between the hotel industry and the manufacturing industry). Furthermore, 

the tourism industry (including hotels) is a highly integrated industry where there are 

almost no boundaries between the major players (hotels, airlines, travel agents, tour 

operators) (Go & Appelman, 2001; Poon, 1993). Consequently, hotels need to engage in 

strategic alliance with other players to survive in the global market. The results of the 
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current study also offer empirical evidence to support Cheng et al.’s (2004) study, 

which proposed a model to explain the relationship between strategic alliance and 

employee satisfaction and commitment. 

 

The current study’s results extend a previous study by Preble et al. (2000) by providing 

empirical evidence that strategic alliance in the hotel industry may improve learning and 

growth-related performance. It also supported Pansiri’s (2009) statement that hotels 

need to engage in strategic alliance with their suppliers, customers, or competitors to 

survive in the highly competitive market. The results were not in line with the study 

conducted by Espino-Rodriguez and Padron Robaina (2004), who revealed that strategic 

alliance through outsourcing does not have an impact on employee welfare. However, 

as the Espino-Rodriguez and Padron Robaina (2004) study focuses only on outsourcing 

types of strategic alliance and employee welfare, the present study extends their 

findings by including general types of strategic alliance and learning and growth-related 

performance which covers not only human resources but also information systems and 

aspects of organisational processes. 

 

6.1.6.3  Hypothesis 6d: 

There is a positive relationship between the managerial use of MAS information and 

hotel learning and growth-related performance. 

 

The results presented in Table 5-13 in Chapter 5 indicate that managerial use of MAS 

information was positively and significantly associated with hotel learning and growth-

related performance. Therefore, Hypothesis H6d is supported. Similar results were 

obtained for both full-sample and sub-sample analyses in Section 5.5. 

 

An interpretation of the results is that hotel managers require MAS information to 

maintain their learning and growth-related performance. The hotel industry is a people-

oriented industry as it relies on people for delivering its product (service) and has a 

closer relationship with its customers compared to the manufacturing industry. In order 

to be able to provide the best quality service to its customers, a hotel needs skilled 

people to be employed. As hotels in Indonesia are facing strong market competition, it 

is imperative for managers to have MAS information about which employee skills 

should be developed. For example, a hotel manager can make a plan to hire a new, 

skilled chef who has mastered traditional dishes. However, the hotel needs to know the 
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selection criteria that are appropriate in selecting such a chef. In this case, the hotel can 

benefit from information provided by MAS information related to trends in the food 

market and customer preferences, for instance. By having this information on hand, the 

hotel manager will be able to determine the job requirements for the new chef, and 

recruit someone who can meet the criteria. 

 

The results of the current study extend those of a previous study by Bangchokdee 

(2008) who revealed that a significant relationship exists between the managerial use of 

MAS information and company learning and growth-related performance in the Thai 

manufacturing industry. Further, the relationship was weak (p < .10); thus the current 

study offers more validation to the relationship between managerial use of MAS 

information and company learning and growth-related performance. In the hotel 

industry, the current study’s results extend the findings of previous studies which found 

the relationship between the managerial use of the MAS information and employees’ 

performance (Mia & Patiar, 2001; Patiar & Mia, 2008) as no such studies focused on 

the learning and growth-related performance. As MAS contains financial and non-

financial information (Chenhall & Morris, 1986; Langfield-Smith, 1997; Mia, 1993), 

managers may use it to update existing information related to learning and growth-

related performance. 

 

6.1.6.4  Interviews with Managers 

The above interpretations of the results for Hypotheses 4d, 5d, and 6d are supported by 

the information collected through the personal interviews with the hotels’ GMs. 

 

The results for Hypothesis 4d indicate that competitive strategy had a significant 

relationship with learning and growth-related performance, especially for 4- and 5-star 

hotels. From the interviews, some hotel managers stated that competition in the 

Indonesian hotel industry was very high. For instance, the manager of Hotel D, a 3-star 

hotel and part of a local chain, felt that competition at this level was very high because 

hotels from lower levels (and even non-star hotels) tried to provide 3-star hotel services. 

He was also concerned with the competition from higher level hotels, especially those 

belonging to an international chain. Compared to these higher level hotels (4- or 5-star 

hotel), 3-star hotels definitely lacked highly skilled staff.  
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The manager of Hotel L, a 5-star hotel which belonged to an international chain, chose 

to return to Indonesia after having been a hotel manager overseas. He said that although 

the hotel industry in Indonesia was very competitive – as it was anywhere else in the 

world – there was still the chance for hotels to explore employing a differentiation 

strategy that may appeal to customers. This chance could come from the local culture, 

from nature, or from the character of the local people. Realising this opportunity, the 

manager of Hotel K, a 4-star hotel that belonged to a local chain, shared his experience: 

The character of the local people is very friendly and cooperative. Therefore I plan 
to use this unique character as my hotel special character. After made observation 
[about local culture], I managed to create special gesture to welcome our guest. I 
also asked my staff to wear traditional dress as uniform, especially those who deal 
directly with our guests such as Front Office officers. I gave them training about 
how to provide high quality customer service by using local culture. I also send our 
chef [for a training] to learn about making traditional dishes. It is expensive, but it 
made our hotel unique. And it made our performance better. 
 

Each hotel needs a value attribute to differentiate it from its competitors. This 

differentiation may result from having a strategic location, advanced information 

technology, a unique infrastructure, or a high quality customer service resulting from 

highly skilled staff. In order to be able to apply this strategy, hotel managers need to 

train their staff. In the case of Hotel K, above, the hotel manager wanted his chef to be 

able to prepare traditional dishes to make the hotel restaurant different because of its 

special menu. In order to achieve this goal, the hotel manager sent his chef for training 

in traditional dishes. After finished his training, the hotel chef may then create menus 

containing traditional dishes. In fact, this particular hotel was famous in the city for its 

restaurant’s traditional menu. 

 

The results for Hypothesis 5d indicate that a hotel’s engagement in strategic alliance 

had a significant relationship with its learning and growth-related performance. As 

stated previously by the manager of Hotel D, the local chain hotel needed more 

expertise to be able to compete with the international chain. The local chain hotel may 

lack knowledge in the area of hotel management, information technology and customer 

service, compared to the international chain hotel. This problem may be solved by 

engaging in strategic alliance as it is believed that a hotel may improve its ability to 

provide a quality customer service by doing so (Pansiri, 2009).  
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All interviewed hotel managers stated their interest in training their staff to improve 

their staff’s knowledge and skill. The hotel managers realised the benefit of having 

highly skilled staff who may provide a satisfying customer service.  

 

Managers of Hotels C and O, both 5-star hotels that targeted high-class European 

customers, mentioned the importance of strategic alliance to improve their staff’s 

professional abilities. They invited international level consultants to provide training 

that was related to how to give quality service at their hotel. They wanted their staff to 

increase this particular skill, as their hotels specialised in foreign, high-income 

customers, while most of the staff were locals. The training material included how to 

respond to a room reservation requests, how to greet guests and provide check-in 

services, how to respond to personal requests including room service, and how to 

provide check-out services. Staff also learnt about cultural differences between 

Europeans and Indonesians. After gaining this knowledge and skill from the 

international experts, the hotel staff may intensify their understanding about the way to 

provide quality customer service at an international level.  

 

Hotel E was a 3-star government-owned hotel that also provided hospitality education at 

diploma and undergraduate levels. The hotel manager stated that strategic alliance were 

very important to maintain the quality of the students. His hotel engaged in many 

strategic alliance with other companies, private or non-private, local and international, 

in order to enhance student understanding and ability to practice their knowledge at his 

hotel. His hotel also engaged with some international universities in Europe, whose 

curriculums included majors in hospitality education. The hotel and universities 

exchanged students and lecturers, and organised seminars and research together. It can 

be concluded that engagement in strategic alliance supported the manager of Hotel E’s 

effort to improve his student staff’s knowledge and skills. 

 

The results for Hypothesis 6d indicated that managerial use of MAS information had a 

significant relationship with learning and growth-related performance. Hotel managers 

in the interviews confirmed that they were aware of the value of their human resources. 

Hotel staff had to interact directly with customers to provide the best service. In this 

case, it was imperative for hotel staff to have the required skills and knowledge to be 

able to cope with rapidly changing customer demands and market trends. The MAS 

information may assist hotel managers to select the skills that have to be improved, 
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based on the current situation and to give training to employees accordingly. The 

manager of Hotel A, a 4-star hotel, sent his chef on courses about Chinese and Japanese 

food, based on the current situation that the number of guests from these two countries 

had been increasing. As a result, his hotel became famous in the city for its restaurant, 

which specialised in Chinese and Japanese food. 

 

A similar experience was expressed by the manager of Hotel E: 

As a university hotel, we are being responsible to give proper education and 
training to our student based on current trend. Our city is famous for its fashion 
and culinary. Therefore, we try to create attractive culinary package with 
accommodation to our guest, and we give training material refers to the latest 
development. 

 

The manager of Hotel L, a 5-star hotel, stated that the education and training for his 

staff was greatly appreciated at his hotel. He noted: 

Our staff is our spearhead. They need to always cope with the latest development 
so they can perform [their duties] well. Therefore, I sent them to continue their 
study or for training purpose. 

 

Considering that having high-skilled staff is important, hotel managers were aware of 

the benefit of human resource development. From the interviews, it can be concluded 

that hotel managers are likely to use MAS information to plan the human resource 

development program, by sending their staff for further education or training. 

 

6.1.7  Social and Environment-related Performance 
The last perspective of HSP, social and environment-related performance, is discussed 

in this section. There are three relationships related to this perspective to be explained: 

(a) between competitive strategy and social and environment-related performance, (b) 

between strategic alliance and social and environment-related performance, and (c) 

between managerial use of MAS information and social and environment-related 

performance. Results of interviews with managers then complete this section. 

 

6.1.7.1  Hypothesis 4e: 

The more a hotel employs a competitive strategy in the form of product differentiation, 

the greater is its social and environment-related performance. 

 

The results presented in Table 5-15 in Chapter 5 reveal that hotel competitive strategy in 

the form of product differentiation was positively and significantly associated with hotel 
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social and environment-related performance. Therefore, Hypothesis H4e was supported. 

Similar results were obtained for both the full-sample and sub-sample analyses in 

Section 5.5. 

 

The positive relationship between competitive strategy and hotel social and 

environment-related performance supports the argument that hotels may use social-

environmental aspects to their competitive advantage. Hotels with a bad social and 

environmental image resulting from an unhealthy or unsafe working environment find 

themselves in a situation where employees lose confidence in doing their job and 

customers lose confidence in using hotel services. Therefore it is argued that the more 

the hotels apply a differentiation strategy by managing their environment, the more they 

improve social and environment-related performance. For example, there are hotels in 

Bali and Java areas that apply high environmental management standards and 

collaborate with local people to protect the environment (Cochrane, 2009). These 

practices offer insight into how hotels use social and environment-related performance 

as differentiation strategy. By applying these social and environmental practices, hotels 

gain trust from both employees and customers, leading to a better social and 

environmental reputation (Miles & Covin, 2000). Consequently, these social and 

environmental practices may become a competitive strategy for these hotels that 

distinguish them from other hotels. 

 

Hotels in Bali also have their relatively differentiation value, compared to other hotels 

in Indonesia as the Balinese apply a life concept called Tri Hita Karana (THK) resulting 

from their ancient culture of Hinduism. This concept emphasises the importance of 

humans living in harmony with the gods, with other humans, and with nature (MacRae, 

2012; Pitana, 2010). Accordingly, all practices in the hotel and tourism community in 

Bali should be based on the principles of THK (MacRae, 2012; Pitana, 2010). For 

example, each year a THK authority sends representatives to assess Balinese hotel 

environmental performance against THK principles, such as bio-degradable laundry 

chemicals, garbage disposal systems, and hotel recycling programmes (Melique, 2011). 

Further, THK representatives also seek evidence of hotels’ contribution to the education 

programme and hotels’ participation in external campaigns to assist the greater 

environment (Melique, 2011). The THK authority provides an award for hotels that 

apply THK principles. Obtaining a THK award may improve a hotel’s image of having 

a high social environment-related performance, and it may attract customers – as was 
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noted by a winning General Manager from Warwick Ibah Luxury Villas and Spa Bali 

(Melique, 2011): 

We are very proud to receive the gold medal Tri Hita Karana Tourism Award. 
Every day we work to preserve Balinese heritage through a respect for culture, 
environmental protection and the development of our personnel. The 
excellence we strive to achieve is reflected in the care and services we provide 
to our guest.  

 

The results of the current study were in line with those of Porter and der Linde (1995) 

who argued that a company’s awareness of environmental issues may improve its 

competitiveness. In the hotel industry, results of the current study provide support for 

previous studies which showed that hotels applying more developed environment-

related strategies as their competitive advantage may gain a higher level of 

environmental performance (Carmona-Moreno, et al., 2004). Similarly, the current 

study’s results also support a previous study by Gil et al. (2001) who suggested that 

hotels applying an extensive use of operational management techniques (i.e., represent a 

more competitive strategy) will employ more environmental management practices. As 

these previous studies did not empirically test the effects of competitive strategy in the 

form of product differentiation on social-environmental performance, the current study 

fills the gap by analysing this relationship in the context of the hotel industry in 

Indonesia. 

 

6.1.7.2  Hypothesis 5e: 

There is a positive relationship between a hotel’s engagement in strategic alliance and 

its social and environment-related performance. 

 

The results presented in Table 5-15 in Chapter 5 indicate that hotel engagement in 

strategic alliance was positively and significantly associated with hotel social and 

environment-related performance. Therefore, Hypothesis H5e was supported. Similar 

results were obtained for both the full-sample and sub-sample analyses for 4- and 5-star 

hotels in Section 5.5. However, results from the 3-star hotel sub-sample did not support 

this relationship. 

 

An interpretation of the results is that engagement in strategic alliance may assist a hotel 

to improve its social and environment-related performance. Although hotels do not 

produce chemical waste the way that manufacturers do, hotels still need to manage their 

energy and water consumption (Molina-Azorin, et al., 2009). This can be done by 
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installing green energy equipment such as solar power panels or a recycling water 

system. Unfortunately, many hotels have not applied this environment-friendly strategy 

because of the lack of knowledge and skill, or lack of professional advice (Chan, 2008). 

Therefore, a hotel may learn about this environmental knowledge and skill from its 

partner, such as how to save energy and water consumption in daily operations. 

Similarly, a hotel may also learn about how to keep its environment safe – such as how 

to avoid accidents (e.g., caused by slipping on a wet floor) in the kitchen and restaurant. 

By applying an environmental strategy, a hotel may gain greater approval from its 

employees and customers, resulting from its clean, safe and healthy environment. All of 

these actions lead to a hotel’s higher social and environment-related performance.  

 

In the case of 3-star hotels, engaging in strategic alliance may not influence their social 

and environment-related performance. This result for 3-star hotels is in line with a study 

by Gil et al. (2001) who suggested that higher hotel categories (4- and 5-star) are more 

likely to be associated with the deployment of environmental management techniques 

than are 3-star hotels. Consequently, these higher hotel categories may include social 

and environmental activities when they engage in strategic alliance. This condition does 

not assist 3-star hotel managers, because they want to utilise their engagement in 

strategic alliance to improve their employees’ skill or operational process efficiency, 

rather than to improve social and environment-related performance – such as 

participating in environmental activities for a marketing campaign. In Indonesia, for 

example, there is a Green Hotel Award competition that targets only 4- and 5-star hotels 

(Suara Pembaruan, 2011). As a result, these high-star hotels may have more motivation 

than 3-star hotels to engage in strategic alliance in order to improve their social and 

environment-related performance. 

 

Results of the current study (particularly based on 4- and 5-star hotels) support Espino-

Rodriguez and Padron-Robaina’s (2004) study, which revealed a positive relationship 

between outsourcing and hotel non-financial performance (measured by hotel activity 

index). The current study also supports Ozturen and Sevil’s (2009) study, which  found 

a significant and positive relationship between supply chain practices (hotel relations 

with its partners such as suppliers, travel intermediaries, and customers) and hotel non-

financial performance (market share, average annual sales growth, customer 

satisfaction, customer loyalty, and quality of hotels’ products). However, none of those 
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studies measured the relationship between strategic alliance and social-environmental 

performance. The current study did. 

 

6.1.7.3  Hypothesis 6e: 

There is a positive relationship between the managerial use of MAS information and 

hotel social and environment-related performance. 

 

The results presented in Table 5-15 in Chapter 5 indicate that managerial use of MAS 

information was positively and significantly associated with hotel social and 

environment-related performance. Therefore, Hypothesis H6e is supported. Similar 

results were obtained from both full-sample and sub-sample analyses in Section 5.5. 

 

An interpretation of the results is that hotel managers require MAS information to 

enhance their hotel’s social and environment-related performance. Consequently, hotel 

managers will be able to make better strategic decisions. For instance, hotel managers 

need to know about their energy and water consumption in order to become more cost-

efficient (Bohdanowicz & Martinac, 2007). By having this information, managers may 

determine appropriate action to minimise energy and water consumption. Because they 

are actively involved in this environmental practice, hotels may obtain a positive 

recognition from their staff and customers (Newman & Breeden, 1992). This means 

improved social performance as well as environmental performance.  Hotel managers 

also require government regulation and incentive information related to social and 

environmental issues such as the Indonesian occupational health and safety management 

system and the Indonesian Green Hotel Award. Since MAS contains financial and non-

financial information (Chenhall & Morris, 1986; Langfield-Smith, 1997; Mia, 1993), 

managers can use it to update information related to these social-environmental 

regulations and incentives. This information is useful to help managers comply with 

these regulations and avoid sanctions, leading to a greater confidence for staff to do 

their routine tasks as they do not have to be concerned about government punishment on 

their companies. Hence, managers need to intensify their use of MAS information in 

order to improve social and environment-related performance. 

 

The current study’s results extend Bangchokdee’s (2008) findings by adding the social 

and environmental perspectives in investigating the relationship between managerial use 

of MAS information and company sustainable performance. Further, the current study 
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extends previous studies that found a relationship between managerial use of MAS 

information and performance in the hotel industry (Mia & Patiar, 2001; Patiar & Mia, 

2008) as no studies focus on social-environment performance. Incorporating social and 

environment-related performance indicators into the existing Balanced Scorecard 

perspectives may provide a better chance for hotels to sustain economic success (Figge, 

et al., 2002). 

 

6.1.7.4  Interviews with Managers 

The above interpretations of the results for Hypotheses 4e, 5e, and 6e are supported by 

the information collected through the personal interviews with the hotel general 

managers (GMs). 

 

The results for Hypothesis 4e indicated that competitive strategy had a significant 

relationship with social and environment-related performance. The interviewed 

managers stated their awareness of social and environmental activities at their hotels. 

All of them had applied social and environmental regulations that conformed to local, 

national, or international standards. Their motivations to perform social and 

environmental activities can be classified into four influences: (1) government 

regulations, (2) hotel chain/internal requirements, (3) management initiative and (4) 

customer demands.  

 

Some of the managers identified their social and environmental activities as their 

differentiation strategy, as no other hotels were adopting this approach. For example, 

the manager of Hotel L, a 5-star hotel, stated that his initiative was to run social 

activities for homeless children and poor members of society around his hotel. Through 

his hotel, he gave scholarships to children and invited poor people to enjoy his hotel 

facility for free every year. He also participated in replanting trees as part of a 

programme conducted by local government after a natural disaster (a volcano eruption) 

in his area. Another differentiation strategy by a 5-star hotel was explained by the 

manager of Hotel C. At the time of writing, this was the only 5-star hotel in this 

province. In order to avoid social conflict and support the local community, he hired 

local people to work at his hotel, especially for positions such as security that related to 

the local community. His hotel also created a sea turtle conservation programme which 

aimed to protect sea turtle life. Guests and local community members were welcome to 

join this environmental project by participating in releasing turtle hatchlings into the 
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sea. Another 5-star hotel, Hotel J, had a medical care programme for its staff and 

family, and also the local community. The manager claimed that no other hotel had such 

a programme. Further, this national hotel chain adopted international environmental 

standard certification standards (TUB Germany) to achieve eco hotel classification. 

 

Differentiation strategy, as it relates to social and environmental activities, was not only 

implemented by 5-star hotels; the manager of Hotel E, a 3-star hotel that also had a 

hospitality school, said that his hotel was building an eco-friendly hotel and campus. 

Further, he sent his students on field trips to other (international chain) hotels that had 

applied international environmental standards. Another 3-star hotel, Hotel G, applied 

environmental activities by providing a waste management system. Similarly, the 

manager of Hotel R established an Energy Saving Committee to supervise 

environmental activities at his hotel. The manager of Hotel F, a 4-star hotel, stated that 

his hotel won an award as the best green hotel in the city. He also created a programme 

to collect tips from guests for environmental purposes, such as for greenery. Every six 

months, he invited representatives of the local community in order to find out what he 

could do to support the community. Hence, it can be concluded that all categories of 

hotels (3-, 4-, and 5-star) may apply differentiation strategies to improve their social-

environmental performance. 

 

The results for Hypothesis 5e indicated that hotels’ engagement in strategic alliance had 

a significant relationship with their social and environment-related performance, 

particularly for 4- and 5-star hotels. The interviewed managers stated their willingness 

to interact closely with the local community as their contribution to the society. As 

previously mentioned, some hotel managers participated in social and environmental 

activities such as tree re-planting (Hotel L), sea turtle conservation (Hotel C), medical 

programme for hotel staff and the local community (Hotel J), and a greenery 

programme (Hotel F). None of these activities were able to be completed alone. These 

hotels engaged in strategic alliance with suppliers, customers, competitors, or local 

community in order to enhance their social and environment-related performance. 

However, for the 3-star hotel managers (Hotels E, G, and R), it should be noted that 

Hotels G and R belonged to local hotel chains that applied international management 

standards, including their environmental management techniques. Therefore, they were 

just following the social and environment-related regulations of their chain. This means 

that these social and environment-related activities were not exactly resulting from their 
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engagement in strategic alliance. Similarly, the 3-star Hotel E was government-owned, 

which also only followed government regulations so as to conform to its social and 

environmental responsibilities, and not resulting from its engagement in strategic 

alliance.  

 

The results for Hypothesis 6e indicated that managerial use of MAS information had a 

significant role in improving social and environment-related performance. The manager 

of Hotel H, a 5-star hotel, indicated the importance of paying attention to the local 

community as follows: 

We are in the hospitality industry, an industry that focuses on people. Our service 
to the guest and community will give big impact to the hotel performance and 
image. [Further,] Our environment is important for keeping us healthy. 

 

The manager of Hotel G, a 3-star hotel, expressed a similar view, as follows: 

Social practice is important to keep relationship with local community such as 
visiting orphans or social activities during Ramadan [fasting month for Moslem]. 
Environmental practice such as waste management for kitchen, laundry and 
bathroom is important to comply with government regulation and maintain healthy 
environment from chemical waste. 

 

In order to be able to conduct proper social and environmental activities, hotel managers 

need MAS information related to which area or community needs a donation for 

instance, or what managers can do to support the community will be helpful to assist 

managers in making decisions. For example, the manager of Hotel F, a 4-star hotel, 

stated: 

In order to know how I can help the local community, I hold regular meeting with 
the head of the community and some other community representatives to find out 
their needs. I also hire local people for my part-time staff. We have taken a lot 
from the community. This is our chance to pay them back. 

 

Some hotels have applied international environmental standards to their hotel operations 

to obtain international certification. Consequently, hotel managers have had to apply 

international environmental practices such as recycling systems, controlled energy 

(water and electricity) consumption, and waste management systems. MAS information 

can give knowledge and feedback to managers about the effectiveness of their 

environmental practices. A successful environmental practice may lead to a positive 

recognition by customers and the local community. This means improved social 

performance as well as environmental performance. 
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6.2  Contributions 

Following the above discussion of results, this section highlights (a) theoretical 

implications and (b) practical implications of the resulting of this study. 

 

6.2.1  Theoretical Implications 
In terms of theoretical implications, the results of the current study make the following 

contributions. 

 

First, this study offers additional understanding of which category of hotel can benefit 

from applying strategic alliance. The relationship between competitive strategy and 

strategic alliance has been examined by Joshi et al. (1998). However, this earlier study 

used competitive strategy typology based on Miles and Snow (1978), which has been 

criticised as having ambiguous intentions and cannot explain strategic behaviours 

thoroughly (Abernethy & Lilis, 1998; Chapman, 1997; Langfield-Smith, 1997). The 

current study conceptualised competitive strategy using Porter’s typology, which has a 

more specific intention (Kald, et al., 2000). As a result, the current study offers an 

understanding about which category of hotel can benefit from applying strategic 

alliance as their competitive strategy. Specifically, this study suggests that 3-star hotel 

managers are the ones who are likely to emphasise strategic alliance when they apply 

differentiation strategy due to lack of financial, technological and/or skilled employee 

resources of these hotels. 

 

Second, this study indicates how the application of a competitive strategy using Porter’s 

typology may relate to the managerial use of MAS information. Previous studies have 

investigated the relationship between competitive strategy and managerial use of MAS 

information. These include the work of Abernethy and Guthrie (1994), Chong and 

Chong (1997), Boulianne (2002), Bangchokdee (2008), and Khan (2010). All of these 

earlier studies, except for Bangchokdee’s (2008), used Miles and Snow typology. The 

current study, using Porter typology, indicates how the application of competitive 

strategy may relate with the managerial use of MAS information. It should be noted that 

Bangchokdee (2008) did her study in the manufacturing industry, while the current 

study used the hotel industry as the research setting.  
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Third, to the best of the author’s knowledge, the current study is among the first to 

examine the effect of strategic alliance on the managerial use of MAS information in 

hotels. It provides insightful knowledge about how engagement in strategic alliance 

may benefit from the managerial use of MAS information. The results provide empirical 

evidence supporting Hakansson and Lind’s (2004) case study that managers need MAS 

information after engaging in strategic alliance. 

 

Fourth, the current study provides empirical evidence that competitive strategy has a 

direct and significant relationship with hotel sustainable performance. This finding 

supports previous studies by Bangchokdee (2008) and Amoako-Gyampah and Acquaah 

(2008) who also investigated this relationship in the manufacturing industry. Further, 

the current study adds one perspective: social and environment to the original four 

perspectives of BSC. Note, due to lack of highly-skilled employees in 3-star hotels, the 

application of competitive strategy may not significantly improve learning and growth-

related performance in such hotels. Engaging in strategic alliance or managerial use of 

MAS information may mediate this relationship. 

 

Fifth, the current study provides empirical evidence that strategic alliance has a direct 

and significant relationship with some hotel performances; namely internal business 

process, learning and growth, and social environment-related performances, but no 

relationship with financial and customer-related performances. This result was in line 

with the findings of Winata’s (2005) study in the Indonesian manufacturing industry, 

that engagement in strategic alliance does not correspond with financial, customer, and 

learning and growth-related performance. There is a need for a mediating variable to 

link the relationship between engagement in strategic alliance and financial and 

customer-related performance. This mediating variable can be the managerial use of 

MAS information. The current study adds one perspective in measuring non-financial 

performance: social and environment. It should be noted that engaging in strategic 

alliance may not improve social and environment-related performance in 3-star hotels, 

confirming a previous study by Gil et al. (2001) who found that application of 

environmental management techniques are more likely to be associated with high 

ranking (4- and 5-star) hotels. 

 

Sixth, the current study improves the restricted understanding of the benefit of using 

MAS information to facilitate the five perspectives of hotel sustainable performance 
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(financial performance, customer-related performance, internal business process-

performance, learning and growth-related performance, and social and environment-

related performance) in a developing country like Indonesia, in which companies are 

dealing with a highly competitive environment resulting from increasing global 

competition. As previously described in Chapter 3, Patiar and Mia (2008) revealed the 

relationship between managerial use of MAS information and hotel financial and non-

financial performance, by pooling the financial and non-financial measures together. 

Further, they did not include the social and environment perspective. Hence, the current 

study extends Patiar and Mia’s (2008) study by providing empirical evidence on how 

MAS information may effectively support Indonesian hotel managers in making better 

decisions on sustainable performance based on all five perspectives. The results of the 

current study suggest that other potential other factor(s) may mediate the relationship 

between managerial use of MAS information and financial performance in 3-star hotels; 

this relationship was not significant in the current study.  

 

Seventh, the findings of the current study indicate that managerial use of MAS 

information is a significant variable, mediating the relationship between competitive 

strategy and hotel sustainable performance, particularly for 4- and 5-star hotels. This is 

because MAS provides proper information and feedback to hotel managers to assist 

them in making decisions in relation to competitive strategy, which in turn may improve 

hotel sustainable performance. However, there is an exception for the relationship 

between competitive strategy and financial performance in 3-star hotels. As managers of 

3-star hotels have limited facilities – which restricts them from using MAS information 

to improve financial performance – the MAS information may not mediate this 

relationship.  

 

Eighth, the results of the current study indicate that managerial use of MAS information 

is also a significant variable mediating the relationship between a hotel’s engagement in 

strategic alliance and its sustainable performance, particularly financial performance 

and customer-related performance. This happens because managerial use of MAS 

information may facilitate necessary information sharing among strategic alliance 

partners, leading to a better cooperation which ultimately improves financial and 

customer-related performance for all parties. However, managerial use of MAS 

information does not mediate the relationship between engagement in strategic alliance 

and financial performance of 3-star hotels. The reason is that managers of 3-star hotels 
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have limited facilities, so managerial use of MAS information will not affect financial 

performance. 

 

Finally, the findings of the current study suggest that engagement in strategic alliance 

does not mediate the relationship between competitive strategy and hotel sustainable 

performance for 4- and 5-star hotels. For 3-star hotels, engagement in strategic alliance 

mediates the relationship between competitive strategy and managerial use of MAS 

information, and also between competitive strategy and two perspectives of sustainable 

performance: internal business process and learning and growth. 

 

6.2.2  Practical Implications 

The findings of the current study have several practical implications for managers. 

 

First, the results of this study appear to indicate that hotels employing more 

differentiation strategies may not have greater engagement in strategic alliance. It is 

imperative that hotels have their own competitive value to make them different from 

their rivals, especially in a country that has a unique culture and natural features like 

those of Indonesia. However, due to limited resources, a hotel may not do this by itself. 

One of the best options to enhance a hotel’s ability to employ competitive strategy, 

particularly for 3-star hotels, is by engaging in strategic alliance. This finding may not 

be applicable for 4- and 5-star hotels as they are considered to have sufficient resources 

(financial, technological, or skilled employee) to apply competitive strategy. 

 

Second, the current study provides evidence that hotel managers (3- to 5-star hotels) 

who employ differentiation strategies need to use more MAS information. 

Consequently, managers in hotels pursuing differentiation should improve availability 

of MAS information. 

 

Third, the findings of the current study indicate that engagement in strategic alliance 

may enhance managerial use of MAS information in 3- to 5-star hotels. As a result, 

hotel managers should ensure the availability of MAS information after they have 

established strategic alliance with their partners. 

 

Fourth, the current study reveals that hotels employing more of a differentiation strategy 

by offering superior products or services to customers are able to achieve higher 
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performance. The differentiator hotels put more effort into improving employee skills 

and efficiency of the internal business process to ensure high quality service, leading to 

greater customer satisfaction (Kandampully, 2007; Lovelock, et al., 2011). More 

satisfied customers mean a larger market share and higher occupancy rates, and thus 

more profit for hotels. Therefore, managers in the hotel industry, especially 3- to 5-star, 

should place more emphasis on employing this strategy. However, the 3-star hotel 

managers may not find their learning and growth-related performance increase after the 

application of differentiation strategy. Alternatively, they may engage in strategic 

alliance or use MAS information in order to apply their differentiation strategy towards 

gaining a better learning and growth-related performance. 

 

Fifth, the findings of the current study indicate that engagement in strategic alliance 

may generate higher internal business process-related performance, learning and 

growth-related performance, and social and environment-related performance. 

However, engaging in strategic alliance may not directly improve financial and 

customer-related performance for 3- to 5-star hotels. Hence, hotel managers should not 

aim to increase their financial and customer-related performance straightaway after 

engaging in strategic alliance. Further, managers of 3-star hotels should also notice that 

their engagement in strategic alliance may not directly enhance their social and 

environment-related performance.  

 

Sixth, the current study provides evidence that the managerial use of MAS information 

is an essential variable to enhance hotel sustainable performance. By using more MAS 

information, managers are able to gain a better understanding of the external 

environment and internal business process, which may help them to make more-

effective decisions; this leads to higher hotel sustainable performance. This result is 

consistent with the findings of previous studies (e.g., Chong & Chong, 1997; Mia & 

Clarke, 1999; Patiar & Mia, 2008). Consequently, hotel managers should consider the 

benefit of this information and extensively use it for their decision-making purpose to 

enhance their sustainable performance. The results of the current study also reveal that 

managerial use of MAS information may not have a direct impact on the financial 

performance of 3-star hotels. However, as financial performance can be improved by 

focusing on learning and growth, internal business process, and customers (Kaplan & 

Norton, 2001), managers of 3-star hotels should keep using MAS information. 
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Seventh, the results of this study reveal that managerial use of MAS information may 

mediate the relationship between competitive strategy and hotel sustainable 

performance, particularly between competitive strategy and four perspectives of 

sustainable performance in 3-star hotels: customer, internal business process, learning 

and growth, and social-environment. Further, the results also indicate that managerial 

use of MAS information mediates the relationship between competitive strategy and 

sustainable performance in 4- and 5-star hotels. Hence, the manager of a differentiator 

hotel should use MAS information to find out how to enhance the hotel’s performance. 

 

Eighth, the results of the current study reveal that managerial use of MAS information 

acts as a mediator in the relationship between a hotel’s engagement in strategic alliance 

and its financial and customer-related performances, particularly for 4- and 5-star 

hotels. In other words, the results indicate that in order to gain improved financial and 

customer-related performance after conducting strategic alliance, managerial use of 

MAS information is needed for sharing information among strategic alliance partners. 

For instance, a travel agent (supplier) needs to inform a potential customer about hotel 

room prices and hotel special packages based on the latest conditions, so he contacts his 

hotel manager partner. Without proper information about room availability and market 

price, the hotel manager cannot communicate effectively with his travel agent partner. 

As a result, the travel agent cannot satisfy the customer with the required information of 

hotel room prices and special packages; thus, the hotel manager loses his potential 

customer. Therefore, it can be argued that Indonesian hotels would benefit from using 

MAS information after engaging in strategic alliance to improve their sustainable 

performance. It should be noted that although managerial use of MAS information also 

mediates the relationship between strategic alliance and customer-related performance 

in 3-star hotels, it does not mediate the relationship between strategic alliance and 

financial performance at this hotel category level. The reason lies in the limited facilities 

in 3-star hotels, which confine their managers from using MAS information to improve 

financial performance. 

 

Finally, the findings of the current study show that engaging in strategic alliance does 

not mediate the relationship between competitive strategy and hotel sustainable 

performance in 4- and 5-star hotels (see Section 5.5 for further details). On the other 

hand, engaging in strategic alliance mediates the relationship between competitive 

strategy and managerial use of MAS information, and also between competitive strategy 
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and two perspectives of sustainable performance at 3-star hotels: internal business 

process and learning and growth. This means that a 3-star differentiator hotel manager 

should consider engaging in strategic alliance in order to enhance the hotel’s operational 

efficiency, leading to a better internal business process-related performance. Further, the 

3-star differentiator hotel manager should emphasise engagement in strategic alliance to 

improve the hotel’s human resource skills and towards a higher learning and growth-

related performance. 

6.3  Limitations and Directions for Future Research 

The current study found reasonable support for the hypothesised influences of 

competitive strategy, strategic alliance, and managerial use of MAS information on 

hotel sustainable performance. However, the results should be viewed with caution due 

to the following limitations. By considering these limitations, future researchers may be 

able to minimise them in order to add further contributions to the management 

accounting literature and managerial practices, particularly in the hotel industry, and to 

improve the generalisability of the results. 

 

The first limitation is that the study did not include the various dimensions of the 

differentiation strategy in analysing the relationships between competitive strategy, 

strategic alliance, managerial use of MAS information, and hotel sustainable 

performance. The extant literature suggests that the differentiation strategy consists of 

several dimensions, including brand, quality, innovation, service, technology, skill and 

experience of the employees (Chenhall & Langfield-Smith, 1998; Kotha & Vadlamani, 

1995; Porter, 1980, 1985). Future studies should examine the effects of various 

dimensions of differentiation strategy on strategic alliance, managerial use of MAS 

information, and hotel sustainable performance. This may enhance the understanding of 

whether different dimensions of the differentiation strategy affect the strategic alliance, 

level of use of MAS information and hotel sustainable performance differently. 

 

Second, strategic alliance can be vertically, horizontally, or diagonally linked to achieve 

growth and competitiveness in the hotel industry (Pansiri, 2009). However, the current 

study did not classify hotel engagements in strategic alliance into these three 

dimensions. Such categorisation may be useful to see how each type of strategic alliance 

may influence competitive strategy, managerial use of MAS information and hotel 

sustainable performance. 
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Third, MAS has four dimensions: scope, integration, aggregation, and timeliness 

(Bouwens & Abernethy, 2000). However, for practical reasons the current study used 

only one of these dimensions, namely scope. This dimension is also dominant in 

previous MAS studies (Tillema, 2005). Future studies could analyse the effects of other 

MAS dimensions to enhance the understanding of whether different dimensions of the 

MAS affect the strategic alliance, competitive strategy, and hotel sustainable 

performance differently. 

 

Fourth, although the number of responses of one hundred and sixteen (usable response 

rate of 16.27%) is considered sufficient to conduct the required statistical analyses such 

as path analysis (Ordinary Least Square) and structural equation modelling (Partial 

Least Square), the sample size is relatively small. It would be useful to reinforce the 

present research findings by examining a larger sample in order to be able to better 

generalise the results. 

 

Fifth, the current study selected star hotels for the sample, particularly 3- to 5-star 

hotels. Data collected from hotel categories with lower standards – such as non-star 

hotels that may have different competitive strategies or different levels of managerial 

use of MAS information – would allow access to a broader understanding of the topic. 

Further, the examination of the proposed theoretical model of the current study using 

data from other service industries such as banking or the health industry would make a 

significant contribution to the literature. 

 

Finally, the current study was focused on the hotel industry in the developing country of 

Indonesia. It would be interesting to test this research model in other countries in order 

to test its applicability and make any necessary modifications.  

6.4  Conclusion    

The current study had seven objectives, as outlined in Section 2.2. The first objective 

was to build a theoretical model of the Hotel Sustainable Performance (HSP) to measure 

hotel performance based on a Sustainable Balanced Scorecard (SBSC) approach. 

 

The second objective was to examine the relationship between competitive strategy and 

hotels’ engagement in strategic alliance. The results revealed a significant positive 
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relationship for 3-star hotels. This is an important addition to the existing understanding 

of the importance of strategic alliance as no previous study investigated this relationship 

in the hotel industry.  

 

The third objective of the study was to reveal the relationship between competitive 

strategy and managerial use of MAS information. This relationship was found to be 

significant and positive, suggesting that managerial use of MAS information is more 

important for hotels that emphasise differentiation strategy. 

 

The fourth objective was to investigate the relationship between hotels’ engagement in 

strategic alliance and managerial use of MAS information. The results revealed that this 

relationship was positive and significant. This indicates that as hotels engage more in 

strategic alliance, the more likely are their managers to intensify their use of MAS 

information. 

 

Fifth, the study sought to investigate the relationship between competitive strategy and 

hotel sustainable performance incorporating each of the five perspectives of the 

Sustainable Balance Scorecard (SBSC). The results reveal that this relationship was 

positive and significant. This indicates that as hotels move towards a differentiation 

strategy, they are likely to have greater sustainable performance. However, it should be 

noticed that competitive strategy does not have a direct relationship with learning and 

growth-related performance for 3-star hotels. 

 

The sixth objective of the study was to examine the relationship between hotel 

engagement in strategic alliance and hotel sustainable performance following the SBSC 

concept. The relationship between hotel engagement in strategic alliance and hotel 

sustainable performance in terms of internal business process, learning and growth, and 

social and environment was found to be positive and significant. The results suggest 

that strategic alliance may assist hotels to improve their internal business processes, 

learning and growth, and social and environment-related performances. Additionally, 

the relationship between strategic alliance and social and environment-related 

performance for 3-star hotels was not significant. 

 

The seventh objective of the study was to investigate the relationship between 

managerial use of MAS information and hotel sustainable performance, incorporating 
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each of the five perspectives of SBSC. The results reveal that this relationship was 

positive and significant. This indicates that hotel managers should intensify their use of 

MAS information to enhance their hotels’ sustainable performance. However, it should 

be noted that managers of 3-star hotels may not use MAS information directly to 

improve their financial performance. The reason lies in the limited facilities at 3-star 

hotels, which restrict their managers from using MAS information to improve financial 

performance. 

 

Finally, the results of the current study may be used for pedagogic purpose in 

management, accounting and hospitality management. 
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Appendix A1: Covering Letter −−−− English version 

 

 
Dear General Manager, 
 
I am an academic staff of Accounting Department, Dharmaputra Economics Institute Semarang, 
Indonesia. Currently, I am doing my PhD in Accounting under the supervision of Dr. Lanita 
Winata and Professor Lokman Mia, Griffith University, Australia. In my PhD research, I am 
particularly interested to find out why application of competitive strategy, strategic alliance, and 
managerial use of broad scope management accounting system information is successful in 
improving performance in some organisations but not in others. 
 
I sent this email to request you to participate in my PhD study. Your participation in the study 
requires only to complete the attached questionnaire which should not take more than 30 
minutes. Please complete the questionnaire without discussing your responses with anyone. It is 
essential for the purpose of the study to have your own opinion. If you agree to participate, 
please find the attachment (provided in two languages: English and Bahasa Indonesia) by 
clicking the following link www.limesurvey.org.  
 
In addition, I would like to invite you to participate in an interview. The interview will be 
conducted once and take approximately one hour. Again, your participation in the interview is 
voluntary. If you would like to participate in the interview, please indicate your intention and 
fill in your phone number or E-mail address in the provided place after completed the online 
questionnaire.  
 
The information that I am gathering from both questionnaire and interview will be used only for 
the research purposes. There is no financial information will be asked. I assure you that under 
no circumstances will your responses be made available to anyone. Your identity and the 
information that you give will not be mentioned anywhere in my study or report. This study has 
been approved by the Griffith University Research Ethics Committee (Ref.No.: 
AFE/12/11/HREC). If you have any concern about the ethical conduct of the study, please 
contact +61- 7-37355585 or by E-mail to research-ethics@griffith.edu.au. 
 

Thank you for your kind attention, and please do not hesitate to contact me at the following 
address if you have further enquiries. I highly appreciate your participation. 
 
Sincerely yours, 
 
 
Riana Sitawati 
PhD Candidate 
Department of Accounting, Finance and Economics 
Griffith University, Brisbane, QLD, Australia 4111 
Phone No. : +61 7 3735 4365 
E-mail: r.sitawati@griffith.edu.au 
Mobile in Indonesia: 085640033870 
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Appendix A1: Covering Letter −−−− Bahasa Indonesia version 

 
 
Yth. General Manager, 
 
Saya staf akademik Jurusan Akuntansi STIE Dharmaputra Semarang, Indonesia. Saat ini, saya 
sedang menyelesaikan Program PhD Akuntansi di bawah bimbingan Professor Lokman Mia dan 
Dr. Lanita Winata di Griffith University, Australia. Dalam penelitian yang saya lakukan, saya 
ingin mengetahui bagaimana peran strategi kompetitif, aliansi strategik, dan informasi sistem 
akuntansi manajemen (SAM) dalam meningkatkan kinerja pada suatu organisasi. 
 
Saya mengirimkan E-mail ini untuk memohon kesediaan Anda selaku General Manager untuk 
berpartisipasi dalam penelitian saya, atau bisa juga diwakilkan kepada Chief of Finance Officer 
(CFO) Anda. Partisipasi Anda dalam penelitian ini dibutuhkan untuk melengkapi kuesioner 
yang dilampirkan pada E-mail ini, yang akan menghabiskan waktu sekitar 30 menit. Mohon 
berikan jawaban tanpa mendiskusikannya dengan siapapun karena pendapat Anda merupakan 
hal yang paling esensial dalam studi ini. Apabila Anda bersedia untuk berpartisipasi, silakan 
mengisi kuesioner yang saya lampirkan (tersedia dalam 2 bahasa: Bahasa Inggris dan Bahasa 
Indonesia) dengan mengklik link berikut www.limesurvey.org.  
 
Sebagai tambahan, saya mengundang Anda untuk berpartisipasi dalam sebuah interviu yang 
hanya akan dilakukan satu kali dan akan membutuhkan waktu sekitar 1 jam. Sekali lagi, 
keikutsertaan Anda dalam interviu bersifat sukarela. Apabila Anda ingin berpartisipasi dalam 
interviu, silakan mengindikasikan kesediaan Anda dan memberikan nomor telpon atau alamat 
E-mail pada tempat yang telah disediakan setelah Anda selesai menjawab semua pertanyaan 
dalam kuesioner online.  
 
Semua informasi yang saya peroleh melalui kuesioner maupun interviu hanya akan digunakan 
demi tujuan penelitian. Tidak ada informasi keuangan yang ditanyakan. Saya menjamin bahwa 
semua respon Anda akan dirahasiakan. Identitas Anda dan informasi yang Anda berikan tidak 
akan disebutkan dalam studi saya maupun dalam laporan saya. Penelitian ini telah memperoleh 
persetujuan dari Griffith University Research Ethics Committee (Ref.No.: AFE/12/11/HREC). 
Apabila ada pertanyaan terkait dengan kode etik penelitian, silakan menghubungi +61- 7-
37355585 atau melalui E-mail ke research-ethics@griffith.edu.au. 
 
Terimakasih atas perhatian dan kerjasama Anda. Silakan menghubungi saya pada alamat di 
bawah apabila ada hal-hal yang dirasa kurang jelas. Saya sangat berterimakasih atas partisipasi 
Anda dalam penelitian ini. 
 
Hormat Saya, 
 
 
Riana Sitawati 
PhD Candidate 
Department of Accounting, Finance and Economics 
Griffith University, Brisbane, QLD, Australia 4111 
Phone No. : +61 7 3735 4365 
E-mail: r.sitawati@griffith.edu.au 
HP di Indonesia: 085640033870 
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Appendix A2: Questionnaire 
 

PART 1 

QUESTIONNAIRE SURVEY 
 

 BAGIAN 1  

SURVEY KUESIONER 
 

SECTION 1: Organisational 

Information 
 

 SEKSION 1: Informasi 

Organisasi 

Please choose one answer for 

each of the following item, 

except for the type of your 

company. 

 Mohon berikan satu jawaban 

yang paling tepat untuk setiap 

pertanyaan berikut ini, kecuali 

untuk jenis perusahaan Anda. 
Your type of company is:  Jenis Perusahaan Anda adalah: 

A public listed company �  Perusahaan yang telah go 

public 

A family business �  Perusahaan keluarga 

A non-family Business �  Bukan perusahaan keluarga 

An international chain hotel �  Bagian dari jaringan/rantai 

hotel internasional 

A national chain hotel �  Bagian dari jaringan/rantai 

hotel nasional 

   

Hotel Location �  Bali 

�  Jakarta 

�  Yogyakarta 

�  West Java 

�  Central Java 

�  East Java 

�  Lainnya, sebutkan 

…………………… 

Lokasi Hotel 

Category of Hotel �  3- star 

�  4- star 

�  5- star 

�  Selain kategori 

diatas, sebutkan 

…………………… 

Kategori Hotel 

Number of Rooms …………………….. Jumlah Kamar 

Number of Employees …………………….. Jumlah Karyawan 

The year in which your 

company started its operation 

…………………….. Sebutkan tahun perusahaan ini 

mulai beroperasi 
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SECTION 2:  
Competitive Strategy 

 SEKSION 2:  
Strategi Kompetitif  

Competitive strategy is defined as a 

combination of policies, rules and method 

employed by a company to establish a 

profitable and sustainable position 

against the competitors in the industry. 

Please position your products relative to 

the products of your major competitors in 

the industry by choosing the most 

appropriate number for each of the 

following items. 

 Strategi kompetitif merupakan 

rangkaian dari kebijakan, peraturan 

dan metode yang dilakukan 

perusahaan untuk mencapai posisi 

yang profitabel dan berkelanjutan 

dibandingkan kompetitor pada industri 

yang sejenis. 

Silakan mengidentifikasi posisi produk 

perusahaan Anda apabila 

dibandingkan dengan produk 

kompetitor dengan memilih satu 

jawaban yang paling sesuai untuk 

masing-masing item berikut ini. 
 Much 

Lower 
(Sangat 
Rendah) 

   Much 
Higher 
(Sangat 
Tinggi) 

 

Product selling price 1 2 3 4 5 Harga jual produk 
Percentage of sales 
spent on human 
resources 
development 

1 2 3 4 5 Persentase dari 
penjualan yang 
digunakan untuk 
membiayai 
kegiatan 
pengembangan 
sumber daya 
manusia (SDM)  

Percentage of sales 
spent on marketing 
expense 

1 2 3 4 5 Persentase dari 
penjualan yang 
digunakan untuk 
membiayai 
kegiatan 
pemasaran 

Product/services 
quality 

1 2 3 4 5 Kualitas 
produk/jasa 

A variety of 
product features 

(e.g.entertaintment 

facility, internet 

facility, sport 

facility, etc.)  

1 2 3 4 5 Variasi fitur 
produk yang 
ditawarkan (Ct.: 

fasilitas hiburan, 

fasilitas internet, 

fasilitas olahraga, 

dsb.)  
Brand image 1 2 3 4 5 Imej merk hotel 
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SECTION 3A: Strategic Alliance  SEKSION 3B: Aliansi Strategik 
Strategic alliance is defined as a 
cooperative and mutual agreement 
between two parties (or more) for the 
purpose of securing a competitive 
advantage and long-term profitable value 
for all the cooperating parties, which 
does not necessarily involve equity 
investments. 
Please indicate the extent to which your 
company has a mutual agreement or 
business network with other companies 
by choosing the most appropriate 
number for each of the following items. 

 Aliansi strategik didefinisikan sebagai 
kerjasama yang mengikat dan memberikan 
keuntungan timbal balik antar organisasi 
yang terikat di dalam perjanjian. 
Kerjasama ini ditujukan untuk 
memberikan keunggulan kompetitif dan 
keuntungan jangka panjang bagi semua 
pihak terkait. Perjanjian ini tidak selalu 
melibatkan investasi modal.  
Silakan mengidentifikasi seberapa jauh 
perusahaan Anda mempunyai kerjasama 
timbal balik dengan perusahaan lain 
dengan memilih satu jawaban yang 

paling sesuai untuk masing-masing item 
berikut ini. 

 Strongly 
Disagree 
(Sangat 
Tidak 
Setuju) 

   Strongly 
Agree 

(Sangat 
Setuju) 

 

My company has 
entered into 
cooperative 
agreements with 
other firms to 
design new 
products&services 

1 2 3 4 5 Perusahaan saya 
bekerja sama dengan 
perusahaan lain 
untuk mendesain 
produk&jasa baru  

My company has 
collaborated with 
other firms to 
market new 
products&services 

1 2 3 4 5 Perusahaan saya 
bekerjasama dengan 
perusahaan lain 
untuk memasarkan 
produk&jasa baru  

My company has  
joined other firms 
to introduce new 
products&services 

1 2 3 4 5 Perusahaan saya 
bekerjasama dengan 
perusahaan lain untk 
memperkenalkan 
produk&jasa baru  

My company’s 
alliance partners 
provided my 
company support 
activities for new 
products&services 
(e.g., providing 
training, 
administration and 
data processing) 

1 2 3 4 5 Perusahaan aliansi 
saya memberikan 
dukungan pelayanan 
bagi produk/jasa 
baru (Ct.: dukungan 
administratif, 
pelatihan, 
pemrosesan data, 
dsb.) 
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SECTION 3B:  
Type of Strategic Alliance 

 SEKSION 3B:  
Jenis Aliansi Strategik 

There are 3 types of strategic alliance: 
• Vertical Alliance, which is company’s 

alliance with suppliers and customers 
to keep its competitiveness in the 
market 

• Horisontal Alliance, which is alliance 
between companies at the same level of 
production chain within an industry to 
increase purchasing power and control 
on distribution and sales 

• Diagonal Alliance, which is alliance 
with companies from other sectors in 
order to cut costs and have a closer 
relationship with customers; this type of 
alliance may called conglomerate 
diversification which aimed at 
investment 

Please indicate which of the following 
type of strategic alliance that your 
company has been engaged in by circling 
the most appropriate answer. 

 Ada 3 jenis aliansi strategik: 
• Aliansi Vertikal, yaitu kerjasama 

perusahaan dengan suplaier dan 
pelanggan untuk mempertahankan 
posisi kompetitifnya di pasar  

• Aliansi Horisontal, yaitu kerjasama 
perusahaan dengan perusahaan lain 
pada level rantai produksi yang sama 
dan industri yang sama untuk 
meningkatkan kekuatan pembelian dan 
kontrol atas distribusi dan penjualan 

• Aliansi Diagonal, yaitu kerjasama 
perusahaan dengan perusahaan lain 
dari sektor yang berbeda untuk 
memangkas biaya dan memiliki 
hubungan yang lebih dekat dengan 
pelanggan; jenis aliansi ini juga disebut 
diversifikasi konglomerasi yang 
melibatkan investasi 

Silakan mengidentifikasi jenis aliansi 
strategik yang dimiliki oleh perusahaan 
Anda dengan melingkari satu jawaban 
yang sesuai. 

My company has engagement in a 
strategic alliance with suppliers (e.g., 
travel agents, tour operators, airlines 
company, transportation company, 
material supplier) 

Yes/ 
No 

Perusahaan saya memiliki hubungan 
kerjasama dengan suplaier (Ct.: biro 
perjalanan, biro wisata, maskapai 
penerbangan, perusahaan jasa transportasi, 
suplaier material/peralatan) 

My company has engagement in a 
strategic alliance with customers 

Yes/ 
No 

Perusahaan saya memiliki hubungan 
kerjasama dengan pelanggan 

My company has engagement in a 
strategic alliance with distributors 

Yes/ 
No 

Perusahaan saya memiliki hubungan 
kerjama dengan distributor 

My company has engagement in a 
strategic alliance with other hotels 

Yes/ 
No 

Perusahaan saya memiliki hubungan 
kerjasama dengan hotel lain 

My company has engagement in a 
strategic alliance with companies from 
outside tourism industry (diversification). 
This alliance includes capital investment.  

Yes/ 
No 

Perusahaan saya memiliki hubungan 
kerjasama dengan perusahaan lain di luar 
industri pariwisata (diversifikasi). 
Kerjasama ini meliputi penyertaan modal. 
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SECTION 4:  
Managerial Use of Broad Scope MAS 
Information   

 SEKSION 4:  
Penggunaan Manajerial Informasi 
Sistem Akuntansi Manajemen (SAM) 
yang Broad Scope 

Broad scope MAS information is defined 
as information which focuses not only on 
internal, financial and historical 
information but also on external, non-
financial and future-oriented information. 
Please indicate the extent to which you use 
the following information for making 

decisions, choose the most appropriate 

number of the following items. 

 Informasi SAM yang broad scope 
merupakan informasi yang berfokus 
tidak hanya pada informasi internal, 
finansial, dan informasi yang 
berorientasi historis namun juga 
informasi eksternal, non-finansial dan 
informasi yang berorientasi ke masa 
yang akan datang. 
Silakan mengindentifikasi seberapa 
banyak Anda menggunakan informasi 
berikut ini sebelum mengambil 
keputusan, pilihlah satu jawaban yang 
dianggap paling sesuai. 

 Very 
Little 

(Sangat 
Sedikit) 

   To A 
Great 
Extent 
(Sangat 
Banyak) 

 

Financial aspects of 
the operation 

1 2 3 4 5 Aspek finansial 
operasi 

Nonfinancial 
aspects of the 
operation 

1 2 3 4 5 Aspek non-
finansial operasi  

Nonfinancial 
aspects of the 
market 

1 2 3 4 5 Aspek non-
finansial pasar 
(ct.: kepuasan 
konsumen) 

Future events 1 2 3 4 5 Peristiwa yang 
mungkin terjadi di 
masa yang akan 
datang 

Likelihood of the 
future events taking 
place 

1 2 3 4 5 Kemungkinan 
kejadian masa 
depan benar2 
terjadi 

Social changes 
(e.g., social changes 
in the local 
community) 

1 2 3 4 5 Perubahan2 sosial 
(ct.: perubahan 
sosial di 
masyarakat 
sekitar) 

External 
environment (e.g., 
competitor, 
government 
regulations) 

1 2 3 4 5 Lingkungan 
eksternal (ct.: 
kompetitor, 
peraturan 
pemerintah) 
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SECTION 5A:  
Hotel Sustainable Performance  

 SEKSION 5A:  
Performansi Sustainabel Hotel 

Hotel sustainable performance is defined 

as the capacity of a hotel to continue 

operating over a long period of time. 

Please indicate your company’s 

performance on the following items 

relative to that of your leading 

competitors by choosing the most 

appropriate number for each of the 

following items. 

 Performansi sustainabel hotel 

didefinisikan sebagai kemampuan suatu 

hotel untuk beroperasi pada jangka 

panjang. 

Silakan mengindikasikan rata-rata 

pertumbuhan performansi perusahaan 

Anda dibandingkan dengan kompetitor 

perusahaan Anda selama tiga tahun 

terakhir. 
 Much 

Lower 
(Sangat 
Rendah) 

   Much 
Higher 
(Sangat 
Tinggi) 

 

Net profit ratio 1 2 3 4 5 Rasio laba bersih 
Revenue growth rate 1 2 3 4 5 Tingkat 

pertumbuhan 
pendapatan 

Return on 
investment 

1 2 3 4 5 Tingkat 
pengembalian 
investasi 

Occupancy rate 1 2 3 4 5 Tingkat hunian 
Customer loyalty 1 2 3 4 5 Loyalitas pelanggan 

(Pelanggan lama 
yang kembali) 

Market share 1 2 3 4 5 Pangsa pasar 
Customer 
satisfaction 

1 2 3 4 5 Kepuasan 
pelanggan 

New customer 
acquisition 

     Pertumbuhan 
pelanggan baru 

Service quality 1 2 3 4 5 Kualitas servis 
Customer 
background 
information 
compilation 

1 2 3 4 5 Kompilasi informasi 
latar belakang 
pelanggan 

Management 
efficiency 
enhancement 

1 2 3 4 5 Peningkatan 
efisiensi manajemen 

Product’s 
innovativeness and 
uniqueness 

1 2 3 4 5 Inovasi produk yang 
ditawarkan (ct., 
jumlah servis baru 
yang ditawarkan) 

Time reduction of 
operation cycle 

1 2 3 4 5 Kecepatan siklus 
operasi 

Time reduction for 
handling customer 
complaints 

1 2 3 4 5 Kecepatan 
penanganan keluhan 
pelanggan 

Effective problem-
solving percentage 

1 2 3 4 5 Persentase 
efektivitas 
penanganan 
masalah 

Employee 
satisfaction 

1 2 3 4 5 Kepuasan karyawan 

Employee 
professional ability 

1 2 3 4 5 Profesionalitas 
karyawan 
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Employee 
productivity 

1 2 3 4 5 Produktivitas 
karyawan 

Employee ability to 
manage emergencies 

1 2 3 4 5 Kemampuan 
karyawan untuk 
menghadapi kondisi 
darurat 

Employee’s ability 
to accurately use 
information 
technology products 

1 2 3 4 5 Kemampuan 
karyawan untuk 
menggunakan 
produk IT 

Knowledge and 
resource sharing 
among employees 

1 2 3 4 5 Kegiatan berbagi 
pengetahuan dan 
sumber daya di 
antara karyawan 

Diversity and 
equality at 
workplace 

1 2 3 4 5 Keanekaragaman 
dan kesamaan hak 
di tempat kerja 

Support for local 
community 
(donation, charity, 
etc.) 

1 2 3 4 5 Dukungan untuk 
masyarakat sekitar 
(ct.: donasi, 
bantuan, amal, dsb.) 

Health and safety 
for workers 

1 2 3 4 5 Keamanan dan 
keselamatan kerja 
bagi karyawan 

Local recruitment 
priority for workers 

1 2 3 4 5 Prioritas rekrutmen 
tenaga lokal 

Use of 
environmentally 
friendly materials 

1 2 3 4 5 Penggunaan 
bahan/materi ramah 
lingkungan 

Use of ecological 
arguments for 
marketing 
campaigns 

1 2 3 4 5 Penggunaan 
argumen lingkungan 
untuk kampanye 
pemasaran 

Compliance with 
relevant social and 
environmental 
regulations 

1 2 3 4 5 Kepatuhan terhadap 
peraturan2 sosial 
dan lingkungan (ct.: 
Jamsostek, 
AMDAL) 

Quantification of  
and environmental 
saving and costs in 
hotel budget 

1 2 3 4 5 Memasukkan 
aktivitas-aktivitas 
yang terkait dengan 
penghematan dan 
biaya lingkungan 
pada anggaran 
perusahaan  

Applies energy 
(electricity) and 
water saving 
practices 

1 2 3 4 5 Menerapkan 
aktivitas yang dapat 
menghemat 
penggunaan energi 
(ct.: listrik) dan air  

Employees training 
on social and 
environmental 
issues 

1 2 3 4 5 Ketersediaan 
training yang terkait 
dengan isu sosial 
dan lingkungan bagi 
karyawan 
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GENERAL BACKGROUND  LATAR BELAKANG UMUM  
Finally, I would like to know few details 
about you. In this section, please 
choose the most appropriate answer for 
each of the following item 

 Akhirnya, perkenankan saya untuk 
mengetahui beberapa informasi mengenai 
diri Anda. Silakan memilih satu jawaban 

yang paling sesuai untuk setiap butir 

berikut  
Which categories best describe 
your ages? 

   Mohon indikasikan usia Anda 

< 30 years  �   < 30 tahun 
Between 31-40 years   �   Antara 31-40 tahun 
Between 40-50 years  �   Antara 40-50 tahun 
> 50 years   �   > 50 tahun 
     
Your highest educational 
qualification is 

   Mohon indikasikan jenjang pendidikan 
terakhir Anda 

High School  �   SMA 
Diplom  �   Diploma 
Undergraduate degree  �   Sarjana 
Postgraduate degree   �   Pascasarjana 
     
Your educational background is    Mohon indikasikan latar belakang 

pendidikan Anda 
Hospitality  �   Perhotelan 
Finance   �   Keuangan 
Others, please specify .........  �   Lainnya, mohon sebutkan ......... 
     
Are you?     Apakah Anda 
Male   �   Pria 
Female  �   Wanita 
     
Your managerial experience in 
hotel industry is for 

   Lama pengalaman manajerial Anda di 
industri perhotelan 

< 1 year                                            �   < 1 tahun 
Between 1-5 years  �   Antara 1-5 tahun 
Between 6-10 years  �   Antara 6-10 tahun 
> 10 year  �   > 10 tahun 
     
You've been working in this hotel 
for 

   Lama Anda bekerja di hotel ini 

< 1 year  �   < 1 tahun 
Between 1-3 years  �   Antara 1-3 tahun 
Between 4-6 years  �   Antara 4-6 tahun 
> 6 years  �   > 6 tahun 
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E-mail: 

 

Phone:    

            

 

 

THANK YOU FOR YOUR ASSISTANCE 

IN COMPLETING THIS QUESTIONNAIRE  

As  mentioned  in  the  covering  
letter,  this  study  will  collect  
data  through the interview. I 
would greatly appreciate if you 
could participate in the 
interview. The interview will be 
conducted one time, and it will 
take only one hour. Your 
participation will be warranted 
with confidentiality. 

 Sebagaimana disebutkan pada 
surat pengantar, studi ini akan 
mengumpulkan data melalui 
proses wawancara. Saya sangat 
menghargai apabila Anda 
bersedia berpartisipasi dalam 
wawancara yang hanya akan 
dilakukan satu kali selama 
kurang lebih satu jam. Jawaban-
jawaban Anda akan dirahasiakan. 

1) Would you like to participate 
in the interview?  

�   Yes       �   No 1) Apakah Anda bersedia 
berpartisipasi dalam wawancara? 

2) Would you like to receive a 
summary of the results of this 
study?  

�   Yes       �   No 2) Apakah Anda ingin 
memperoleh ringkasan hasil 
studi? 

If you answer “yes” in either 
question 1 or 2 or in both 
questions, please provide your E-
mail address below  

 Apabila Anda menjawab “yes” 
pada pertanyaan 1 atau 2 atau 
kedua-duanya, mohon berikan 
alamat E-mail pada ruang yang 
tersedia dibawah ini 
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Appendix B: In-depth Interview Questions 
 

 ENGLISH VERSION 
 

BAHASA INDONESIA VERSION 
 

1. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Competitive Strategy 
Competitive strategy can be divided into 
differentiation strategy and cost leadership 
strategy. The brief explanation about the 
definition: 
• Differentiation strategy employs by a 

hotel who produce unique or superior 
quality products to get high value from 
the customers (i.e., high service quality 
with premium price, unique 
product/service) 

 
• Cost leadership strategy employs by a 

hotel who focus on low (discounted) 
price 

 

Strategi Kompetitif 
Strategi kompetitif dapat dibedakan menjadi 
diferensiasi dan cost leadership. Definisi 
singkat tentang kedua jenis strategi ini adalah 
sebagai berikut: 
• Strategi diferensiasi dilakukan oleh hotel 

dengan memproduksi produk yang unik 
atau berkualitas superior untuk 
memperoleh value yang tinggi dari 
pelanggan (Ct., memberikan kualitas servis 
prima dengan harga premium, 
menawarkan produk/jasa yang unik) 

• Strategi cost leadership dilakukan oleh 
hotel yang fokus utamanya memberikan 
diskon harga 

1.1. Based on the definitions above, please 
describe current competitive strategy 
employed by your hotel with example of 
real application. 

Berdasarkan definisi diatas, silakan 
mengidentifikasi strategi kompetitif yang saat 
ini dilakukan oleh hotel Anda berikut contoh 
aplikasinya di lapangan. 

1.2. 
 
 

Does the current strategy may assist your 
hotel to improve performance? How? 
Please explain. 

Apakah strategi yang diterapkan saat ini 
dapat membantu meningkatkan performansi 
hotel Anda? Mohon jelaskan. 

   
2. Strategic Alliance Aliansi Strategik 
2.1. Does your company engage in strategic 

alliance with the following parties?  
�  Guest supplier (i.e. travel agent, 

corporate, airlines) 
�  Customer 
�  Competitor 
�  Alliance which include capital 

investment 

Apakah hotel Anda memiliki hubungan 
kerjasama dengan perusahaan berikut?  
�  Suplaier konsumen (i.e. travel agent, 

corporate, airlines) 
�  Konsumen 
�  Kompetitor 
�  Perusahaan yang bekerjasama dengan 

melibatkan penanaman modal 
2.2. How does strategic alliance may have 

impact on your hotel performance (i.e., to 
market your product, to increase your sales 
volume)? 

Bagaimana aliansi strategik dapat 
mempengaruhi performansi hotel Anda (ct.: 
untuk memasarkan produk Anda, 
meningkatkan volume penjualan)? 

2.3. How your company communicate with 
alliance (i.e., internet, intranet, phone, 
fax)? 

Bagaimana hotel Anda berkomunikasi 
dengan perusahaan aliansi (ct.: internet, 
intranet, telpon, fax)? 

2.4. What information your company share 
with the following alliances?  
- Guest supplier (i.e. travel agent, 

corporate, airlines) 
- Customer 
- Competitor 
- Alliance which include capital 

investment  
 

 
 

Informasi apa yang dibagi hotel Anda dengan 
perusahaan aliansi berikut? 
- Suplaier konsumen (i.e. travel agent, 

corporate, airlines) 
- Konsumen 
- Kompetitor 
- Perusahaan yang bekerjasama dengan 

melibatkan penanaman modal 
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3. Managerial Use of Broad Scope MAS 
Information 
Broad scope MAS information is defined as 
information which focuses not only on 
internal, financial and historical 
information but also on external, non-
financial and future-oriented information. 

Penggunaan Manajerial Informasi Sistem 
Akuntansi Manajemen (SAM) yang 
Bersifat Broad Scope 
Informasi SAM yang broad scope merupakan 
informasi yang berfokus tidak hanya pada 
informasi internal, finansial, dan informasi 
yang berorientasi historis namun juga 
informasi eksternal, non-finansial dan 
informasi yang berorientasi ke masa yang 
akan datang. 

3.1. What external, nonfinancial and future-
oriented information do you use for 
making decisions (i.e., information related 
to market, customer, competitor)? 

Informasi eksternal, non-finansial dan 
berorientasi ke depan apa yang Anda gunakan 
dalam mengambil keputusan (Ct.: informasi 
yang terkait dengan pasar, konsumen, 
kompetitor)? 

3.2. How this information is made available for 
you (i.e.: routine report, oral information 
from market intelligent)? 

Bagaimana cara Anda memperoleh informasi 
tersebut (ct.: laporan rutin, informasi dari tim 
marketing)? 

3.3. Does this information help you to make 
more effective decisions?  

Apakah informasi tersebut membantu Anda 
sehingga dapat mengambil keputusan yang 
lebih efektif?  

   
4. Hotel Sustainable Performance Performansi Sustainabel Hotel 
4.1. 
 
 
 
 
 

Does the following variables support your 
hotel performance?  
�  Competitive strategy 
�  Strategic alliance 
�  Managerial use of broad scope MAS 

information 

Apakah variabel2 berikut ini menunjang 
kinerja hotel Anda?  
�  Strategi kompetitif 
�  Aliansi strategik  
�  Penggunaan informasi SAM yang bersifat 

broad scope  
4.2. 
 

How do you apply these following 
practices in your hotel? Please give 
examples. 

- Social 
- Environment 

Bagaimana Anda menerapkan praktek2 
berikut di hotel Anda? Mohon berikan 
contohnya. 

- Sosial 
- Lingkungan 

 
4.3. Which of the following reasons motivate 

you to apply the social and environmental 
practices?  
�  Government regulation 
�  Management initiative 
�  Customer demand 
�  Others, please specify 

Manakah dari alasan2 berikut yang 
memotivasi Anda untuk menerapkan 
praktek2 sosial&lingkungan untuk hotel 
Anda?  
�  Peraturan pemerintah 
�  Inisiatif manajemen 
�  Permintaan konsumen 
�  Lainnya, mohon dijelaskan 
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Appendix C: Demographic and General Background Information of the 

Respondents 

 

 

Figure C-1. Location of the Respondents 

41%

10%6%
8%

14%

5%

6%
3% 3% 4%

Bali

Jakarta

Yogyakarta

West Java

Central Java

East Java

Sumatera

Sulawesi

Kalimantan

Others

  

 

 

 

 

Figure C-2. Age of the Respondents 
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Figure C-3. Gender of the Respondents 
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Figure C-4. Educational Background of the Respondents 
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Figure C-5. Managerial Experience of the Respondents in the Hotel Industry 
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Figure C-6. Length of Work of the Respondents in the Current Hotel 
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Appendix D1: Test of Non Response Bias – One-way analysis of variance (ANOVA) 
 

This appendix shows the test of non-response bias for the sample used in the present study. Firstly, a one-way analysis of variance 
(ANOVA) test was conducted for participating respondents obtained from each of four e-mail deliveries during the distribution of the 
questionnaires. Secondly, a t-test was conducted to test the equality of the multivariate means of the first twenty and last twenty 
respondents. 
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A one-way analysis of variance (ANOVA) test was conducted on each of 4 e-mail 

deliveries during the distribution of the questionnaires to determine whether there was a 

statistically significant difference in the mean scores for these four groups based on 5 

demographic variables: category of hotel, number of rooms, number of employees, age 

and gender of respondents. The first table shows descriptive statistics of each e-mail 

distribution group (N = 116).  

 

The Test of Homogeneity of Variances table shows Levene’s test for homogeneity of 

variances, which determine whether the variance is the same for each of the 4 groups. 

As the Sig. values for all 5 demographic variables were greater than 0.05, the current 

study did not violate the assumption of homogeneity of variance (Pallant, 2007). 

Further, the ANOVA table indicates that the Sig. value for all 5 demographic variables 

were greater than 0.05. This means that there was no significant difference for the 

results between each 4 e-mail delivery groups, indicating a non-response bias for the 

sample of the current study for these groups. 
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Appendix D2: Test of Non Response Bias – t Test 
 

 
 

The t test on non-response bias aimed to determine whether there was a statistically significant difference in the mean scores between the 

first twenty and last twenty respondents. The results show that there was no significant value as all equal variances assumed for the 

demographic variables in the current study were greater than 0.05 (see Sig. (2-tailed) values). Therefore, there was no response bias for the 

sample used in the present study.  
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Appendix E: Decomposition of Correlation Coefficients 
 

This appendix shows the calculation of the correlation between each relation proposed 

in the present study. The correlation between the exogenous (independent) and 

endogenous (dependent) variables can be decomposed into direct effect (DE), indirect 

effect (IE), spurious effect (S), and unanalysed effect (U). However, the model in the 

current study has correlations only among endogenous variables, it did not identify an 

unanalysed component. Accordingly, the decomposition of correlations in the present 

study was consisting of direct effects, indirect effects and spurious effects. This 

appendix is discussed based on the theory explained by Pedhazur (1997). 

 

Variables used in the study were as follows. 

X1 = Competitive strategy 
X2 = Strategic alliance 
X3 = Managerial use of MAS information 
X4a = Financial performance 
X4b = Customer-related performance 
X4c = Internal business process-related performance 
X4d = Learning and growth-related performance 
X4e = Social and environment-related performance 

 

Residuals (Ri where i = s, t, u, v, w, y, z) represents variables not measured in the model, 

but which still affect endogenous variables. All variables were assumed to be in 

standard scores (z). 

 

Equations 

 

X2 =  p21X1 + p2sRs                                                                          (1) 

X3 =  p31X1 + p32X2 + p3tRt           (2) 

X4a =  p4a1X1 + p4a2X2 + p4a3X3 + p4auRu                                                                   (3)  

X4b =  p4b1X1 + p4b2X2 + p4b3X3 + p4bvRv                                     (4) 

X4c =  p4c1X1 + p4c2X2 + p4c3X3 + p4cwRw                                         (5) 

X4d =  p4d1X1 + p4d2X2 + p4d3X3 + p4dyRy                                    (6) 

X4e =  p4e1X1 + p4e2X2 + p4e3X3 + p4ezRz            (7) 

 

 

Note that in Equation (1), X2 was affected only by X1. Therefore r12 only had direct 

effect of X1 on X2, or r12 = p21.  
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Decomposition of the correlation between the competitive strategy (X1) and 

managerial use of MAS information (X3) 

 

From Equation (2), 

X3 =  p31 X1 + p32 X2 + p3t Rt 

Multiplying the equation (2) by X1, the results are: 

X1X3 =  p31 X1 X1 + p32 X1 X2 + p3t Rt X1                                                                                                   (8) 

Or, r13 = p31 + p32 r12 + p3t Rt X1                                                                                                                                                                                   

Or, r13 = p31 + p32 r12                                                                                                                                                       (9) 

Substituting r12 with p21                                

      r13 = p31 + p32 p21                                                                                                                                                  (10) 

                DE     IE   

 

The correlation between the competitive strategy and the managerial use of MAS 

information includes direct effect (DE) of p31 and indirect effect (IE) of p32 p21. 

 

Decomposition of the correlation between strategic alliance (X2) and managerial 

use of MAS information (X3) 

Similarly, multiplying Equation (2) by X2, we obtained: 

r23 = p31r12 + p32 + p3t Rt X2                                                                                                                                    (11) 

         = p 31 p21 + p32                                                                                                                                                             (12) 

             S       DE 

 

The correlation between strategic alliances and managerial use of broad scope MAS 

information includes spurious effect (S) of p 31 p21 and direct effect (DE) of p32.  

 

Decomposition of the correlation between competitive strategy (X1) and financial 

performance (X4a) 

From Equation (3), 

X4a =  p4a1X1 + p4a2X2 + p4a3X3 + p4auRu 

Multiplying the Equation (3) by X1, the results are: 

X1X4a =  p4a1 X1 X1 + p4a2X2 X1 + p4a3X3 X1 + p4auRu X1                                                              (13) 

Or, r14a = p4a1 + p4a2 r12 + p4a3 r13 + p4au Ru X1                                                                                          (14) 

Or, r14a = p4a1 + p4a2 r12 + p4a3 r13                                                                                                                           (15) 
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Substituting Equation (9) and (10) for r12 and r13 

      r14a  = p4a1 + p4a2 r12 + p4a3 (p31 + p32 r12)                                                                 (16) 

             = p4a1 + p4a2 p21 + p4a3 p31 + p4a3 p32 p21                                                                                         (17) 

                 DE                      IE             

The correlation between X1 and X4a consists of direct effect (DE) (p4a1) and indirect 

effect (IE) (p4a2 p21 + p4a3 p31 + p4a3 p32 p21). 

 

Decomposition of the correlation between strategic alliance (X2) and financial 

performance (X4a) 

Multiplying Equation (3) by X2, the results are as follows. 

X2X4a =   p4a1 X1 X2 + p4a2X2 X2 + p4a3X3 X2 + p4auRu X2                                                            (14) 

Or, r24a = p4a1 r12 + p4a2 + p4a3 r23 + p4au Ru X12                                                                                        (15) 

Or, r24a = p4a1 r12+ p4a2 + p4a3 r23                                                                                                                           (16) 

Substituting r12 with p21 and Equation (12) with r23 

     r24a  = p4a1 r12 + p4a2 + p4a3 (p31 r12 + p32)                                                                  (17) 

             = p4a1 p21  + p4a2 + p4a3 p31 p21 + p4a3 p32                                                                                        (18) 

Rearranging the terms:  

    r24a  =  p4a2 + p4a3 p32 + p4a1 p21 + p4a3 p31 p21                                                            (19) 

               DE          IE                  S 

The correlation between X2 and X4a consists of direct effect (DE) (p4a2), indirect effect 

(IE) (p4a3 p32), and spurious effect (p4a1 p21 + p4a3 p31 p21). 

  

Decomposition of the correlation between managerial use of MAS information (X3) 

and financial performance (X4a)              

Multiplying Equation (3) by X3, the results are as follows. 

X3X4a = p4a1 X1 X3 + p4a2X2 X3 + p4a3X3 X3 + p4auRu X3                                                               (20) 

Or, r34a = p4a3 r13 + p4a2 r23+ p4a3 + p4au Ru X3                                                                                            (21) 

Or, r34a = p4a1 r13+ p4a2 r23+ p4a3                                                                                                                           (22) 

Substituting Equation (9) and (12) for r13 and r23 

     r34a = p4a1 (p31 + p32 r12) + p4a2 (p31 r12 + p32) + p4a3                                                    (23) 

           = p4a1 p31 + p4a1 p32 p21 + p4a2 p31 p21 + p4a2 p32 + p4a3                                                                (24) 

Rearranging the terms:  

    r34a = p4a3 + p4a1 p31 + p4a1 p21 p32 + p4a2 p21 p31                                                         (25) 

             DE                            S 
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Variable X3 had only a direct effect (DE) (p4a3) on X4a. The remainder of the 

correlations between X3 and X4a were spurious (S) (p4a1 p31 + p4a1 p21 p32 + p4a2 p21 p31), 

due to Variables X1 and X2. 

 

Decomposition of the correlation between competitive strategy (X1) and customer-

related performance (X4b) 

From Equation (4), 

X4b =  p4b1X1 + p4b2X2 + p4b3X3 + p4bvRv 

Multiplying the Equation (4) by X1, the results are: 

X1X4b =  p4b1 X1 X1 + p4b2X2 X1 + p4b3X3 X1 + p4bvRv X1                                                               (26) 

Or, r14b = p4b1 + p4b2 r12 + p4b3 r13 + p4bv Rv X1                                                                                            (27) 

Or, r14b = p4b1 + p4b2 r12 + p4b3 r13                                                                                                                             (28) 

Substituting Equation (9) and (10) for r12 and r13 

      r14ab = p4b1 + p4b2 r12 + p4b3 (p31 + p32 r12)                                                                   (29) 

             = p4b1 + p4b2 p21 + p4b3 p31 + p4b3 p32 p21                                                                                            (30) 

                 DE                      IE             

The correlation between X1 and X4b consists of direct effect (DE) (p4b1) and indirect 

effect (IE) (p4b2 p21 + p4b3 p31 + p4b3 p32 p21). 

 

Decomposition of the correlation between strategic alliance (X2) and customer-

related performance (X4b) 

Multiplying Equation (3) by X2, the results are as follows. 

X2X4b =  p4b1 X1 X2 + p4b2X2 X2 + p4b3X3 X2 + p4bvRv X2                                                                 (31) 

Or, r24b = p4b1 r12 + p4b2 + p4b3 r23 + p4bv Rv X12                                                                                           (32) 

Or, r24b = p4b1 r12+ p4b2 + p4b3 r23                                                                                                                               (33) 

Substituting r12 with p21 and Equation (12) with r23 

     r24b  = p4b1 r12 + p4b2 + p4b3 (p31 r12 + p32)                                                                    (34) 

            = p4b1 p21  + p4b2 + p4b3 p31 p21 + p4b3 p32                                                                                             (35) 

Rearranging the terms:  

     r24b =  p4b2 + p4b3 p32 + p4b1 p21 + p4b3 p31 p21                                                               (36) 

               DE         IE                   S 

The correlation between X2 and X4b consists of direct effect (DE) (p4b2), indirect effect 

(IE) (p4b3 p32), and spurious effect (S) (p4b1 p21 + p4b3 p31 p21). 
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Decomposition of the correlation between managerial use of MAS information (X3) 

and customer-related performance (X4b)              

Multiplying Equation (3) by X3, the results are as follows. 

X3X4b = p4b1 X1 X3 + p4b2X2 X3 + p4b3X3 X3 + p4bvRv X3                                                                 (37) 

Or, r34b = p4b3 r13 + p4b2 r23+ p4b3 + p4bv Rv X3                                                                                              (38) 

Or, r34b = p4b1 r13+ p4b2 r23+ p4b3                                                                                                                             (39) 

Substituting Equation (9) and (12) for r13 and r23 

     r34b = p4b1 (p31 + p32 r12) + p4b2 (p31 r12 + p32) + p4b3                                                      (40) 

           = p4b1 p31 + p4b1 p32 p21 + p4b2 p31 p21 + p4b2 p32 + p4b3                                                                  (41) 

Rearranging the terms:  

    r34b = p4b3 + p4b1 p31 + p4b1 p21 p32 + p4b2 p21 p31                                                           (42) 

             DE                               S 

 

Variable X3 had only a direct effect (DE) (p4b3) on X4b. The remainder of the 

correlations between X3 and X4b were spurious (S) (p4b1 p31 + p4b1 p21 p32 + p4b2 p21 p31), 

due to Variables X1 and X2. 

 

Decomposition of the correlation between competitive strategy (X1) and internal 

business process-related performance (X4c) 

From Equation (5), 

X4c          =  p4c1X1 + p4c2X2 + p4c3X3 + p4cwRw 

Multiplying the Equation (4) by X1, the results are: 

X1X4c =  p4c1 X1 X1 + p4c2X2 X1 + p4c3X3 X1 + p4cwRw X1                                                               (43) 

Or, r14c = p4c1 + p4c2 r12 + p4c3 r13 + p4cw Rw X1                                                                                           (44) 

Or, r14c = p4c1 + p4c2 r12 + p4c3 r13                                                                                                                              (45) 

Substituting Equation (9) and (10) for r12 and r13 

      r14ac = p4c1 + p4c2 r12 + p4c3 (p31 + p32 r12)                                                                  (46) 

             = p4c1 + p4c2 p21 + p4c3 p31 + p4c3 p32 p21                                                                                           (47) 

                 DE                      IE             

The correlation between X1 and X4c consists of direct effect (DE) (p4c1) and indirect 

effect (IE) (p4c2 p21 + p4c3 p31 + p4c3 p32 p21). 

 

Decomposition of the correlation between strategic alliance (X2) and internal 

business process-related performance (X4c) 

Multiplying Equation (5) by X2, the results are as follows. 
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X2X4c =  p4c1 X1 X2 + p4c2X2 X2 + p4c3X3 X2 + p4cwRw X2                                                               (48) 

Or, r24c = p4c1 r12 + p4c2 + p4c3 r23 + p4cw Rw X12                                                                                          (49) 

Or, r24c = p4c1 r12+ p4c2 + p4c3 r23                                                                                                                               (50) 

Substituting r12 with p21 and Equation (12) with r23 

     r24c  = p4c1 r12 + p4c2 + p4c3 (p31 r12 + p32)                                                                    (51) 

            = p4c1 p21  + p4c2 + p4c3 p31 p21 + p4c3 p32                                                                                             (52) 

Rearranging the terms:  

     r24c =  p4c2 + p4c3 p32 + p4c1 p21 + p4c3 p31 p21                                                               (53) 

               DE          IE                  S 

The correlation between X2 and X4c consists of direct effect (DE) (p4c2), indirect effect 

(IE) (p4c3 p32), and spurious effect (S) (p4c1 p21 + p4c3 p31 p21). 

  

Decomposition of the correlation between managerial use of MAS information (X3) 

and internal business process-related performance (X4c)              

Multiplying Equation (5) by X3, the results are as follows. 

X3X4c = p4c1 X1 X3 + p4c2X2 X3 + p4c3X3 X3 + p4cwRw X3                                                                 (54) 

Or, r34c = p4c3 r13 + p4c2 r23+ p4c3 + p4cw Rw X3                                                                                              (55) 

Or, r34c = p4c1 r13+ p4c2 r23+ p4c3                                                                                                                              (56) 

Substituting Equation (9) and (12) for r13 and r23 

     r34c = p4c1 (p31 + p32 r12) + p4c2 (p31 r12 + p32) + p4c3                                                      (57) 

           = p4c1 p31 + p4c1 p32 p21 + p4c2 p31 p21 + p4c2 p32 + p4c3                                                                   (58) 

Rearranging the terms:  

    r34c = p4c3 + p4c1 p31 + p4c1 p21 p32 + p4c2 p21 p31                                                            (59) 

              DE                            S 

 

Variable X3 had only a direct effect (DE) (p4c3) on X4c. The remainder of the 

correlations between X3 and X4c were spurious (S) (p4c1 p31 + p4c1 p21 p32 + p4c2 p21 p31), 

due to Variables X1 and X2. 

 

Decomposition of the correlation between competitive strategy (X1) and learning 

and growth-related performance (X4d) 

From Equation (6), 

X4d =  p4d1X1 + p4d2X2 + p4d3X3 + p4dwRw 

Multiplying the Equation (4) by X1, the results are:  

X1X4d =  p4d1 X1 X1 + p4d2X2 X1 + p4d3X3 X1 + p4dyRy X1                                                               (60) 
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Or, r14d = p4d1 + p4d2 r12 + p4d3 r13 + p4dy Ry X1                                                                                           (61) 

Or, r14d = p4d1 + p4d2 r12 + p4d3 r13                                                                                                                            (62) 

Substituting Equation (9) and (10) for r12 and r13 

      r14ad = p4d1 + p4d2 r12 + p4d3 (p31 + p32 r12)                                                                  (63) 

             = p4d1 + p4d2 p21 + p4d3 p31 + p4d3 p32 p21                                                                                           (64) 

                 DE                      IE             

The correlation between X1 and X4d consists of direct effect (DE) (p4d1) and indirect 

effect (IE) (p4d2 p21 + p4d3 p31 + p4d3 p32 p21). 

 

Decomposition of the correlation between strategic alliance (X2) and learning and 

growth-related performance (X4d) 

Multiplying Equation (6) by X2, the results are as follows. 

X2X4d =  p4d1 X1 X2 + p4d2X2 X2 + p4d3X3 X2 + p4dyRy X2                                                                 (65) 

Or, r24d = p4d1 r12 + p4d2 + p4d3 r23 + p4dy Ry X12                                                                                            (66) 

Or, r24d = p4d1 r12+ p4d2 + p4d3 r23                                                                                                                                (67) 

Substituting r12 with p21 and Equation (12) with r23 

     r24d  = p4d1 r12 + p4d2 + p4d3 (p31 r12 + p32)                                                                     (68) 

            = p4d1 p21  + p4d2 + p4d3 p31 p21 + p4d3 p32                                                                                             (69) 

Rearranging the terms:   

     r24d =  p4d2 + p4d3 p32 + p4d1 p21 + p4d3 p31 p21                                                               (70) 

                DE         IE                   S 

The correlation between X2 and X4d consists of direct effect (DE) (p4d2), indirect effect 

(IE) (p4d3 p32), and spurious effect (S) (p4d1 p21 + p4d3 p31 p21). 

  

Decomposition of the correlation between managerial use of MAS information (X3) 

and learning and growth-related performance (X4d)              

Multiplying Equation (6) by X3, the results are as follows. 

X3X4d = p4d1 X1 X3 + p4d2X2 X3 + p4d3X3 X3 + p4dyRy X3                                                                 (71) 

Or, r34d = p4d3 r13 + p4d2 r23+ p4d3 + p4dy Ry X3                                                                                              (72) 

Or, r34d = p4d1 r13+ p4d2 r23+ p4d3                                                                                                                             (73) 

Substituting Equation (9) and (12) for r13 and r23 

     r34d = p4d1 (p31 + p32 r12) + p4d2 (p31 r12 + p32) + p4d3                                                     (74) 

           = p4d1 p31 + p4d1 p32 p21 + p4d2 p31 p21 + p4d2 p32 + p4d3                                                                 (75) 

Rearranging the terms:  

 



Appendices  

 316 

    r34d = p4d3 + p4d1 p31 + p4d1 p21 p32 + p4d2 p21 p31                                                          (76) 

               DE                           S 

 

Variable X3 had only a direct effect (DE) (p4d3) on X4d. The remainder of the 

correlations between X3 and X4d were spurious (S) (p4d1 p31 + p4d1 p21 p32 + p4d2 p21 p31), 

due to Variables X1 and X2. 

 

Decomposition of the correlation between competitive strategy (X1) and social and 

environment-related performance (X4e) 

From Equation (7), 

X4e =  p4e1X1 + p4e2X2 + p4e3X3 + p4ezRz 

Multiplying the Equation (4) by X1, the results are: 

X1X4e =  p4e1 X1 X1 + p4e2X2 X1 + p4e3X3 X1 + p4ezRz X1                                                                    (77) 

Or, r14e = p4e1 + p4e2 r12 + p4e3 r13 + p4ez Rz X1                                                                                                (78) 

Or, r14e = p4e1 + p4e2 r12 + p4e3 r13                                                                                                                                (79) 

Substituting Equation (9) and (10) for r12 and r13 

      r14ae = p4e1 + p4e2 r12 + p4e3 (p31 + p32 r12)                                                                    (80) 

             = p4e1 + p4e2 p21 + p4e3 p31 + p4e3 p32 p21                                                                                              (81) 

                 DE                       IE             

The correlation between X1 and X4e consists of direct effect (DE) (p4e1) and indirect 

effect (IE) (p4e2 p21 + p4e3 p31 + p4e3 p32 p21). 

 

Decomposition of the correlation between strategic alliance (X2) and social and 

environment-related performance (X4e) 

Multiplying Equation (7) by X2, the results are as follows. 

X2X4e =  p4e1 X1 X2 + p4e2X2 X2 + p4e3X3 X2 + p4ezRz X2                                                                    (82) 

Or, r24e = p4e1 r12 + p4e2 + p4e3 r23 + p4ez Rz X12                                                                                              (83) 

Or, r24e = p4e1 r12+ p4e2 + p4e3 r23                                                                                                                                 (84) 

Substituting r12 with p21 and Equation (12) with r23 

     r24e  = p4e1 r12 + p4e2 + p4e3 (p31 r12 + p32)                                                                      (85) 

            = p4e1 p21  + p4e2 + p4e3 p31 p21 + p4e3 p32                                                                                               (86) 

Rearranging the terms:  

     r24e =  p4e2 + p4e3 p32 + p4e1 p21 + p4e3 p31 p21                                                                (87) 

                DE         IE                S 
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The correlation between X2 and X4e consists of direct effect (DE) (p4e2), indirect effect 

(IE) (p4e3 p32), and spurious effect (S) (p4e1 p21 + p4e3 p31 p21). 

  

Decomposition of the correlation between managerial use of MAS information (X3) 

and social and environment-related performance (X4e)              

Multiplying Equation (7) by X3, the results are as follows. 

X3X4e = p4e1 X1 X3 + p4e2X2 X3 + p4e3X3 X3 + p4ezRz X3                                                                    (88) 

Or, r34e = p4e3 r13 + p4e2 r23+ p4e3 + p4ez Rz X3                                                                                                 (89) 

Or, r34e = p4e1 r13+ p4e2 r23+ p4e3                                                                                                                               (90) 

Substituting Equation (9) and (12) for r13 and r23 

     r34e = p4e1 (p31 + p32 r12) + p4e2 (p31 r12 + p32) + p4e3                                                       (91) 

           = p4e1 p31 + p4e1 p32 p21 + p4e2 p31 p21 + p4e2 p32 + p4e3                                                                    (92) 

Rearranging the terms:  

    r34e = p4e3 + p4e1 p31 + p4e1 p21 p32 + p4e2 p21 p31                                                            (93) 

               DE                           S 

 

Variable X3 had only a direct effect (DE) (p4e3) on X4e. The remainder of the 

correlations between X3 and X4e were spurious (S) (p4e1 p31 + p4e1 p21 p32 + p4e2 p21 p31), 

due to Variables X1 and X2. 

 

Based on the above calculation, the decomposition of the relations for the present study 

for all samples is summarised in Table E1. The decomposition of the relations for sub-

samples (3-star hotels and 4- and 5-star hotels) were calculated with similar procedures 

as that of the overall results, as explained above.  
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Table E1. Decomposition of the Relations 

Combination of variables Observed correlation Decomposition of association 

Direct effects Indirect effects Spurious effects 

X1 with X2 r12 p21   

X1 with X3 r13 p31 p32p21  

X2 with X3 r23 p32  p 31 p21 

X1 with X4a r14a p4a1 p4a2 p21 + p4a3 p31 + p4a3 p32 

p21 

 

X2 with X4a r24a p4a2 p4a3 p32 p4a1 p21 + p4a3 p31 p21 

X3 with X4a r34a p4a3  p4a1 p31 + p4a1 p21 p32 + p4a2 

p21 p31 

X1 with X4b r14b p4b1 p4b2 p21 + p4b3 p31 + p4b3 p32 

p21 

 

X2 with X4b r24b p4b2 p4b3 p32 p4b1 p21 + p4b3 p31 p21 

X3 with X4b r34b p4b3  p4b1 p31 + p4b1 p21 p32 + p4b2 

p21 p31 

X1 with X4c r14c p4c1 p4c2 p21 + p4c3 p31 + p4c3 p32 

p21 

 

X2 with X4c r24c p4c2 p4c3 p32 p4c1 p21 + p4c3 p31 p21 
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X3 with X4c r34c p4c3  p4c1 p31 + p4c1 p21 p32 + p4c2 

p21 p31 

X1 with X4d r14d p4d1 p4d2 p21 + p4d3 p31 + p4d3 p32 

p21 

 

X2 with X4d r24d p4d2 p4d3 p32 p4d1 p21 + p4d3 p31 p21 

X3 with X4d r34d p4d3  p4d1 p31 + p4d1 p21 p32 + p4d2 

p21 p31 

X1 with X4e r14e p4e1 p4e2 p21 + p4e3 p31 + p4e3 p32 

p21 

 

X2 with X4e r24e p4e2 p4e3 p32 + p4e1 p21 p4e1 p21 + p4e3 p31 p21 

X3 with X4e r34e p4e3  p4e1 p31 + p4e1 p21 p32 + p4e2 

p21 p31 
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Appendix F: PLS Structural Model with Significant Path Coefficients 

 

Figure F-1. PLS structural model with significant path coefficients, full sample, N = 116. 
*Significant at 0.05 level (one-tailed); X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance; X4c = 

internal business process-related performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 
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Figure F-2. PLS structural model with significant path coefficients, 3-star hotels, N = 31. 
*Significant at 0.05 level (one-tailed) 

 X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance; X4c = internal business process-related 

performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 
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Figure F-3. PLS structural model with significant path coefficients, 4 and 5-star hotels, N = 85. 
*Significant at 0.05 level (one-tailed) 

X1 = competitive strategy; X2 = strategic alliance; X3 = managerial use of MAS information; X4a = financial performance; X4b = customer-related performance; X4c = internal business process-related 

performance; X4d = learning and growth-related performance; X4e = social and environment-related performance. 

      X1 

      X2 

 

    X3 

 

    X4a 

 

     X4b 

 

     X4c 

 

      X4d 

 

     X4e 

 

    0.277* 

    0.269* 

    0.232* 

0.096 

0.438* 

0.273* 

0.373* 

0.366* 

    0.247* 
  0.261* 

    0.305* 

    0.059 

    0.038 

0.262* 

0.228* 

0.359* 

0.222* 

0.204* 


