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The COVID‑19 pandemic has affected not only the global tourism industry and small hotel businesses but also
the long‑term effects of changes in tourism behavior that have shifted to more individual‑oriented tourism. The
transformation of small hotels’ businessmodel emphasizes the customer value co‑creation. They are supported
by modernized technology. Consequently, small hotel entrepreneurs must adjust to survive, maintain their in‑
come levels, and seek new business opportunities related to accommodation and tourism through various ac‑
tivities. Certain factors contributing to customer value co‑creation among small hotel businesses and customer
needs must therefore be examined and identiϐied. This study addresses such issues by focusing on factors from
customers and entrepreneurs affecting small hotel businesses’ customer value co‑creationmodel. The research
uses a qualitative research technique. The result of the study reveals three main factors of customer, and four
main factors related to customers and four main factors related to entrepreneurs. It is found that developing
customer value co‑creation for small hotel businesses is beneϐicial when applied in a practical environment. By
having exposure to individual‑oriented tourism and dealing with crises in the future, the results provide guide‑
lines for small hotel entrepreneurs to see how they can contribute to the mutual value of their customers for
sustainable small hotel businesses and continue to implement these practices for commercial use.

© 2023 The Author(s). Published by TAF Publishing.

INTRODUCTION
Hospitality and tourism industries have high potential and
dynamic growth, generating economic value of up to 10.40
percent of the global GDP. The hospitality and tourism indus‑
tries have also increased the employment rate to amaximum
of 10 percent of the total employment rate (World Travel &
TourismCouncil, 2019). The growth of these industries is ex‑
pected to continue in the future. Since 2020, there has been
a corona‑virus pandemic across the world, causing a severe
impact on the economy. Industries worldwide, particularly
in Asia, were affected by the pandemic.
The pandemic has led to a signiϐicant decrease in incomes
from touristswhousually travel andneed residence services.
Consequently, hundreds of hotel businesses saw their rev‑
enue streams decline. Some went bankrupt and ended up

with business shut down. The domestic tourism policy plan
had to slow down. Those with the most severe effects were
small hotels. They could not sustainably maintain their cash
ϐlow and funds to run their business. This situation is differ‑
ent from those in middle and large hotel enterprises. These
challenges forced the small hotels to develop their business
models with unconventional presentations that can reach
and create a good relationship with customers to compete
and survive in the post‑pandemic market (Salis & Williams,
2010).
There is a research gap in “Value Co‑Creation in Web‑Based
Multisided Platform: A Conceptual Framework and Implica‑
tions for Business Model Design ” of Kelly School of Busi‑
ness, Indiana University (de Oliveira & Cortimiglia, 2017);
in addressing this research gap and helping small hotels to
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adapt and stay competitive by emphasizing and synthesiz‑
ing factors that drive shared customer value for small ho‑
tels. The co‑creation of customer value in the service busi‑
ness requires three fundamental components: customers,
business, and customer‑business interactions. Based on
the concept of value creation and the use of technology,
the three elements of value creation (Ramaswamy & Gouil‑
lart, 2010a) are value creation from the customer, the busi‑
ness or entrepreneurial side, and customer‑business inter‑
action. This study utilized the three main elements from the
above‑mentioned theory to develop and extend the concep‑
tual framework formanaging customer value co‑creation for
small hotel businesses. The factors can be classiϐied into two
groups: customer factors and entrepreneurial factors.
To build an innovative model of customer value co‑creation
for small hotel businesses, this study aims to explore the
factors inϐluencing customer value co‑creation among small
hotel businesses from qualitative research. The qualitative
ϐindings will help explore the situation further through sur‑
veys distributed to customers and generate quantitative re‑
sults in the next phase. In the following steps, there is a need
to design and develop a prototype of an innovative model
that can be applied to small hotels for customer value co‑
creation. In short, the study aims to identify the factors
that contribute to customer value co‑creation for small ho‑
tel businesses. These factors will signiϐicantly empower the
small hotels to differentiate themselves and offer new ser‑
vices based on customer needs. It is essential to enable busi‑
nesses to survive in ever‑changing conditions and create a
strategic advantage in business competition in the long term.

LITERATURE REVIEW
Businesses that use the value creation concept can create
products or services that differentiate themselves from com‑
petitors and add value for their customers. The formulation
of this concept helps promote an exchange of values among
the customers who participate in their shared experiences,
recognize the values, and then create value co‑creation. This
connection, cooperation, conϐluence, or trade‑off generates
methods or processes that create new values (Galvagno &
Dalli, 2014). This phenomenon is also an exchange of us‑
ing knowledge‑shared resources and building skills to ben‑
eϐit businesses and individuals (Vargo & Lusch, 2004; Jam
et al., 2014). The ability to create business advantages and
the network’s success in creating shared value depends on
effective cognitive outcomes. This process involves several
parties across business and customer‑business relationship
contexts. Providing clients access to information for joint
activities will yield advantages and values through trans‑

parency in communicating products and services to the pub‑
lic. Additionally, it promotes credibility and trust (Prahalad
& Ramaswamy, 2004).
Creating shared value requires the application of Service‑
Dominant Design Logic (SDL), which focuses on the pro‑
cess of value creation formulated by the customers and the
business. After that, it will enhance interaction between
the services, the offerings, collective agreements, and value
acceptance. Creating a shared value requires interaction
and the synthesis of insights to enable an efϐicient process
of creating shared value (Grissemann & Stokburger‑Sauer,
2012; Rerkklang, 2018). The process should involve peo‑
ple and business, leading to co‑creation and mutual devel‑
opment (Ind & Coates, 2013). When businesses can create
co‑production in the value‑creation process, it can lead to
service innovation.
Itwas discovered that creating shared value focuses onmaxi‑
mizing business beneϐits and creating beneϐits for stakehold‑
ers that affect the stability of business operations and con‑
tinually help society. In the previous studies, the concept
of creating shared value was proposed. It emphasizes cre‑
ating value with communities by offering solutions that ben‑
eϐit customerswhile simultaneously generating business op‑
portunities (?, ?) That also emphasized the development of
technologies that yield enhancement, productivity, service
quality, and sustainability (?, ?). Thus, this concept will help
businesses innovate new ways of working through market‑
ing and value chain management (Kramer & Pϐitzer, 2016;
Tung et al., 2018).
While another study considered an extension of co‑creation
strategic architecture by building business capabilities to un‑
derstand and build relationships between customers, busi‑
nesses, stakeholders, and community networks (Prahalad &
Ramaswamy, 2004), businesses must create superior expe‑
riences and synergize values creation processes. The path‑
way toward this creation involves stakeholders from cus‑
tomers, service providers, and the network in which the
business is located (Prahalad & Ramaswamy, 2004). The
value creation focuses on co‑creating experiences that con‑
centrate on interactions between businesses and customers
(Ramaswamy & Gouillart, 2010). When customers partici‑
pate in shared value creation, customer participation behav‑
ior and customer relationship rehavior are keydeterminants
that inϐluence customer value creation by shaping engage‑
ment behaviors. Customers will likely explore helpful infor‑
mation to create shared values, knowledge‑resource engage‑
ment, and interaction (Yi & Gong, 2013). As the customers
play an essential role in the value creation process, good or
better service of the hotels will be possible by this process.
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The characteristics of operators or service providers are also
important factors that foster interaction and sharing of re‑
sources in the co‑creation process and in generating busi‑
ness value. (Shaw, Bailey, &Williams, 2011), constantly look‑
ing for business opportunities and new possibilities to cre‑
ate beneϐits for businesses and being strong and ready to
face problems and obstacles will encourage entrepreneurs
to create value and step towards business success.
Knowledge management is another inϐluential factor con‑
tributing to the creation of shared values, since knowledge
helps solve problems that arise in complex situations to
achieve better management (Wiendahl et al., 2007). Busi‑
ness efϐiciency and knowledge sharing result in an exchange
of learning and knowledge transfer under shared experi‑
ence (Weyrich, 2005). Cognitive factor also inϐluence the
shared value creation process by designing structures and
processes of value creation, where knowledge acts as an in‑
termediary to establish connection within the network sys‑
tem. To successfully create a mutual value for both ser‑
vice providers and users, the body of knowledge as an in‑
termediary to connect resources within the business net‑
work system with stability and sustainability through pri‑
mary value‑adding activities is required (Krenz, Basmer,
Buxbaum‑Conradi, Redlich, & Wulfsberg, 2014).
Promoting the development of entrepreneurship and
technology‑enabled innovative entrepreneurship leads to

the success of the shared value creation (De Silva & Wright,
2019). The partnerships between business and locality are
conducive to business Kramer and Pϐitzer (2016) and will
enable the market to acquire suppliers and create beneϐits
to meet customer needs. This concept of partnerships be‑
comes another factor that businesses can apply in their op‑
erations to create value with customers. The ecosystem of
shared value creation represents a business opportunity
to tackle the challenges emerging in society. Businesses
can create a competitive advantage via collaboration from
business policies and practices to create value with other
businesses in the community that coexist to meet customer
needs and overcome business challenges that arise in the
community (Kramer & Pϐitzer, 2016).
Based on the concept of value creation and the use of tech‑
nology, the three elements of value creation (Ramaswamy &
Gouillart, 2010a) are value creation from the customer, the
business or entrepreneurial side, and customer‑business in‑
teraction. This study utilized the three main elements from
the above‑mentioned theory to develop and extend the con‑
ceptual framework formanaging customer value co‑creation
for small hotel businesses. The factors can be classiϐied into
two groups: customer factors and entrepreneurial factors.

CONCEPTUAL FRAMEWORK

FIGURE 1. Conceptual framework

This paper studies the origin of understanding the current
situation affecting customer value co‑creation for small ho‑
tel businesses. We deϐined propositions and questions for
in‑depth interviews as follows:

H.1: Sharing information to create mutual customer value
that positively inϐluences customer value co‑creation for
small hotel businesses.
H.2: Interaction that contributes to the creation of mutual
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customer value that positively inϐluences customer value co‑
creation for small hotel businesses.
H.3: Experience of small hotel operators that positively in‑
ϐluences the customer value co‑creation for small hotel busi‑
nesses.
H.4: Knowledge management solves problems and inte‑
grates information of entrepreneurs that positively inϐlu‑
ences customer value co‑creation for small hotel businesses.
H.5: Use of technology and open innovation by en‑
trepreneurs that positively inϐluences the customer value co‑
creation for small hotel businesses.
H.6: Business cooperation with the local community of en‑
trepreneurs that positively inϐluences customer value co‑
creation for small hotel businesses.
H.7: Corporate social responsibility that positively inϐlu‑
ences the customer value co‑creation for small hotel busi‑
nesses.

METHODOLOGY
Fragmented literature is reviewed and synthesized to gain
insight from the in‑depth interview data collected from 20
respondents, including 10 small hotel owners and 10 small
hotel customers or users. The research uses a qualitative re‑
search technique. The nature of the research questions de‑
termines the research methods. We then establish the crite‑
ria to select the small hotel owners. These owners have been
running their businesses formore than three years and have
online secondary sources of information available. Eleven
business owners and ten customers initially met the crite‑
ria; however, ten customers agreed to participate as inter‑
view informants. The analysis uses ethnographic, in‑depth
interview data from small hotel owners and customers.

RESULTS AND DISCUSSIONS
For Sharing Information (H1), eighteen out of twenty partic‑
ipants agreed that sharing information on creating a shared
customer value signiϐicantly inϐluenced co‑creation in small
hotels. Creating shared values is determined as positive if
the customer is impressed that the operator responds appro‑
priately. For example, when the customers ask for speciϐic in‑
formation, the operator can provide helpful information and
responsive answers perceived by the customer as a positive
value. Small hotel owners arewilling to provide detailed and
speciϐic information to customers.
The Interaction (H2) positively inϐluences the customer
value co‑creation for small hotel businesses. In a sample
group of eighteen out of twenty participants, they will par‑
ticipate if the hotel organizes activities. For example, some‑
times hotels may organize morning aerobics. Some cus‑

tomers may want to join, but others may feel embarrassed
and reluctant toward exposing activities. From the customer
perspective, it depends on the nature of that activity and
how the innkeeper engages customers as guests to make
it stand out or be discrete. The activities should encour‑
age the customers to seek more interactions with the busi‑
ness. For example, providing feedback through word of
mouth will help improve and develop products or services
that meet customers’ needs. Some activities may interest
customers. Some activities may need to be more engaging.
However, they indicate that that service providers prioritize
customers’ immediate needs and demonstrate care and at‑
tentiveness toward guests. Surprisingly, 14 out of 20 respon‑
dents indicated that providing feedback to customers is an‑
other factor that positively inϐluences the creation of shared
customer value in small hotels. When customers ask ques‑
tions, immediate feedback is expected. Prompt responsive‑
ness is a key customer expectation in hotel services. The re‑
sponsive information should meet customer’s needs, while
customers may also revert their feedback to the hotel. The
customers have prior expectations before entering the hotel.
If these expectations are not satisϐied, the customers may
not come back. Customers can also provide feedback that
helps the hotel understand service performance and identify
areas for improvement. Alternatively, This feedback high‑
lights what should be added or improved to enhance service
quality and customer satisfaction. Factors from the opera‑
tor side contribute to the creation of mutual value between
customers and the small hotel operators. The knowledge
and experience of small hotel operators (H3) had no posi‑
tive inϐluence on the customer value co‑creation for small
hotel businesses. Experiencemay have both advantages and
drawbacks if the hotel owners have been in business for a
long time. Extensive experience may not always remain up
to date. In the current era of global information sharing; for
small hotels to survive, the old opinionsmayneed to bemore
effective. The operator with much experience must also be
resilient, keep track of changes, and keep things up to date.
Small hotel entrepreneurs with much experience and rigid
operation philosophies could be better. High levels of expe‑
rience are good, but experience with new creative ideas is
required.
The study found that the operator’s problem‑solving and
information integration management (H4) positively in‑
ϐluences customer value co‑creation in small hotel busi‑
nesses. Eighteen out of twenty participants indicated local
problem‑solving and information integration knowledge of
entrepreneurship was recognized as local expertise. This
study evaluates the impact on knowledgemanagement. Cus‑
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tomers sometimes need ϐirsthand information from the staff
or the owner, such as something that is not available on the
Internet. They expect an insight from local expertise that
is precise based on the local area. Customers often seek in‑
formation related to local traditional culture and community
lifestyle.
Theuseof technology andopen innovationby entrepreneurs
(H5) positively inϐluences customer value co‑creation in
small hotels. Fifteen out of twenty participants reported
that open‑minded creativity can generate new experiences
and services. Improved technological service should be im‑
plemented to exceed customer expectations, enhance satis‑
faction, and encourage repeat visits. Thus, innovations con‑
tribute to cost reduction and operational efϐiciency.
Partnerships with local communities of entrepreneurs (H6)
have a positive inϐluence on customer value co‑creation for
small hotel businesses. Based on the interviewwith our cor‑
respondents, ϐifteen out of twenty entrepreneurs in the local
community are innovating and aiming to support a circular
economy. Interacting with the community also helps the ho‑
tel with accommodation and customer activities, making the
hotel more attractive. Cooperating with the community to
organize events in the hotel or take out a tour of the com‑
munity around the hotel helps customers gain knowledge
and entertainment while staying there. Collaboration with
other local partners, the ability to secure long‑term agree‑
ments with government and local representatives, and the
development of a strong business model are essential con‑
siderations.
Operator community social responsibility (H7) has a pos‑
itive inϐluence on customer value co‑creation in small ho‑
tel businesses. Fifteen out of twenty participants agreed
that entrepreneurs are responsible for taking good care of
the community, society, and the environment regarding so‑
cially responsible tourism. Green businesses and Sustain‑
ableDevelopment Enterprise trends create newbusiness op‑
portunities for small hotel owners, as some traditional en‑
trepreneurs may lack the resources needed to develop scal‑
able and sophisticated business model.

CONCLUDING THOUGHTS AND IMPLICATIONS
The study collected data from twenty in‑depth interviews
and identiϐied common patterns across the transcribed re‑
sponses. Customer factors include sharing information to
create mutual value for customers, engaging in customer
interactions to create shared value and customer feedback
loops. As a result, customers seek more interactions with
businesses to provide feedback and help improve and de‑
velopproducts or services tomeet customers’ needs through

word‑of‑mouth communication.
While entrepreneurial factors consist of the local expertise
of small hotel operators, knowledge management to solve
problems and integration of information, small hotel en‑
trepreneurs’ local expertise and knowledge sharing in the
value creation network will help solve complex problems by
linking scatteredknowledge from thepeople involved. Itwill
lead to the creation of shared values in the business network.
Technology and open innovation, engagement with the local
community, and social responsibility to the community are
the main factors that create mutual value between the cus‑
tomers and the businesses. Entrepreneurs must focus on
customers as co‑creators to design service experiences that
are especially tailored to customer needs.
By engaging with the customers, small hotel businesses can
help solve problems and offer products or services to cus‑
tomers that meet their needs. It is essential to allow cus‑
tomers to share their opinions and encourage them to ex‑
press their needs with the business. If it is valid and is some‑
thing customers pay attention to, it will become a value that
customers perceive as unique. Small hotel owners can also
design marketing strategies based on customer’s feedback
and insights. Therefore, customer value co‑creation means
building collaboration through the interaction of a combina‑
tion of customers with small hotel businesses through open
innovation as service providers and related stakeholders
and local communities. Moreover, this concentrates on inno‑
vating and meeting customer needs to create a shared value
for all parties. Thus, mutual value creation emerges from
joint activities, and customer value co‑creation is a multi‑
dimensional process.

Recommendation
The study identiϐied the critical success factors that con‑
tribute to creating the customer value co‑creation model for
small hotel businesses. Even without these mentioned fac‑
tors, small hotel owners can become successful in small ho‑
tel businesses if they follow the following recommendations:

• Applying the customer and entrepreneurial factors to
creating a mutual value for small hotels to sustain a
competitive business: A hands‑on learning from this
study identiϐies and develops a concept in the system
development process by taking data to create and de‑
velop a system to create shared values.

• Expanding the introduction of the feedback loop in
the innovation prototype for small hotel business en‑
trepreneurs: When retrieving what customers need,
the entrepreneurs have local expertise and insights to
put into the requirements.
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In addition, during a crisis, businesses should have a
service system for customers, including potential cus‑
tomers, by increasing awareness so that customers
can engage with services and activities that they per‑
ceive as valuable and unique. There are three ways to
create shared value: developing new services and ex‑
periences, redeϐining individual‑oriented tourism ser‑
vices in the business value chain and strengthening lo‑
cal business development within community areas.

• Bringing technology into the innovative model of cus‑
tomer value co‑creation and its application will en‑
able customers to access information and receive cus‑
tomers’ feedback on the information they need: This
reϐlects attentiveness. It is about sharing customer in‑
formation or the intention of providing customer infor‑
mation. Hotels should invest in this innovation. If cus‑

tomers want information about tourism and restau‑
rants, they can request information from here. This
is what small hotel owners should prepare, as it rep‑
resents an essential form of interaction.

The focal point of all engagements activities implemented by
small hotel operators is to create value, support customer en‑
gagement, an enhance related business interactions. Small
hotel owners need to create more accessible opportunities
for customer interactions. The study recommends that small
hotel operators create a unique experience for customers in
the changing situation that affects their way of life. It is es‑
sential that businesses demonstrate readiness to embrace
changes. Businesses co‑creating value together with society
beneϐit from these activities by enhancing their competitive‑
ness and contributing to the economic growth of local com‑
munities.
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