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ABSTRACT 
This study aims to examine the effect of market orientation and customer relationship management on 
competitive advantage, the influence of market orientation, customer relationship management, and competitive 
advantage on hotel performance, and to examine government policies moderate the influence of market 
orientation, customer relationship management, and competitive advantage on hotel performance . Respondents 
in this study were the management of 3 Star Hotels in Surabaya as many as 150 respondents. The results showed 
that market orientation and customer relationship management significantly influence competitive advantage; 
market orientation, customer relationship management and competitive advantage have a significant effect on 
hotel performance. The results also state that government policies moderate the effect of market orientation and 
customer relationship management on hotel performance, and government policies do not moderate the effect of 
competitive advantage on hotel performance. 
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INTRODUCTION 
The tourism industry is very potential as a foreign exchange earner in Indonesia. Where Indonesia has 

many attractive tourism objects and has natural beauty in an effort to attract foreign and domestic tourists, such 
as tourist attractions in Bali, Toraja, and East Java. In addition, each region in Indonesia has a diversity and 
cultural uniqueness that can be an attraction for tourists and if developed will be one of the attractive tourism 
potential, such as burial culture in Toraja, Ngaben culture in Bali, and the culture of cattle racing in Madura The 
following data on tourist arrivals in 2017 and 2018 can be seen in Figure 1 below: 

 
 

Fig 1. Monthly and Overseas Tourist Visits in 2017 and 2018 
Source: Ministry of Tourism 2019 

 
Based on Figure 1 it can be said that foreign tourist arrivals in 2018 have increased compared to 2017. 

Seeing the positive growth trend of tourism in Indonesia, the hospitality industry is becoming a fertile field for 
investors to invest because the success of tourism activities must be supported by the availability of supporting 
facilities and infrastructure which is wrong only means of accommodation accommodation for tourists called 
hotels. 
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As the increase in the number of tourists visiting Indonesia, it is expected to have an impact on the 
increase in the number of tourist visits to East Java, especially Surabaya. The development of foreign and 
domestic tourists visiting Surabaya can be seen in Figure 2 below: 

 

 
Fig. 2 Tourist Visits in Surabaya 
Source: Ministry of Tourism 2019 

 
Based on Figure 2 it can be said the number of tourist visits to Surabaya each year (from 2014 to 2017) 

experienced a significant increase, and had an impact on increasing the growth of hotel room occupancy rates. 
The Minister of Tourism stated that Surabaya has a good performance in tourism development, which based on 
the Yokatta version of the Wonderful Indonesia Tourism Awards 2018 said the city of Surabaya was the best 
city in the field of tourism because of its commitment, performance, innovation, creation and leadership in an 
effort to build tourism potential in its area. There are many tourism potentials that Surabata has that can be 
visited by tourists, such as museum tours, mangrove forests, culinary tours, cultural heritage, life style, have the 
best parks in Southeast Asia, and present local wisdom that is an attraction. Increasing tourist arrivals to 
Surabaya, will impact on hotel performance. 

The ability of companies to carry out work is measured through performance. According to Kirom 
(2015:51), performance is a predetermined achievement or achievement. Many factors affect company 
performance, including Market Orientation which directly or indirectly can affect a company's performance 
(Anshori; 2010: 56). Market orientation will increase the company's ability to anticipate, react and implement 
changes so that the company has a competitive advantage and ultimately gets good performance. Another factor 
is customer relationship management can build long-term relationships with customers, which is the best way to 
form customer loyalty which will affect the company's performance (Tjiptono; 2011: 525). According to 
Mardiyono (2015) a company can win the competition if it can create competitive advantage. 

The economic life of a country can be influenced in many ways, one of which is government policy, 
where the policy is seen to support or hinder the growth of a business. The government has the power to 
formulate, implement, and evaluate every public policy including in the economic field. Where the business 
world is very closely related to government regulations / policies because a business is an economic activity that 
involves the lives of many people. 

 
LITERATURE REVIEW 

1. Market Orientation 
Anshori (2010: 45) states that market orientation is the behavior of an organization in identifying every 

consumer's needs and desires, the behavior of competitors, disseminating market information to the entire 
organization and responding by coordinating, timing, and determining profits. Narver and Slater (in Anshori, 
2010) state market orientation as an effective organizational culture in creating important behavior and creating 
superior value for buyers and business performance. Market orientation is a latent variable consisting of 3 
(three) indicators, namely customer orientation, competitor orientation, and coordination between functions 
(Anshori, 2011). Customer orientation is the company's ability to understand the needs and wants of its 
customers. Competitor orientation is the ability of a company to monitor the strategies carried out by 
competitors, while market information is the company's efforts to find information about industrial market 
conditions. 
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2. Customer Relationship Managemet 
Customer Relationship Management (CRM) is a strategy used in an effort to pamper customers so as not 

to move to competitors. Tjiptono (2011: 527), said customer relationship management is a strategy facilitated by 
technology to transform a data-based decision into a business action in order to respond and anticipate actual 
customer behavior. The implementation of CRM can provide several main benefits, namely cost effectiveness, 
customer satisfaction and loyalty, profits, positive communication, and synergy of business partnerships 
(Tjiptono, 2011: 529). Indah and Devie (2013), stated that there are 3 (three) programs to achieve CRM goals, 
namely continuity marketing, one to one marketing (individual marketing), and patnering program (partnership 
program). 

3. Competitive Advantage 
Competitive advantage can be achieved if the company is successful in building, maintaining and 

developing various advantages possessed as a result of the operation of various strategic assets owned and 
developed by the company. The strategic assets that have the ability to generate sustainable profits are resources 
and competencies that are built through various social interactions that are internalized as a unique social 
complexity. According to Porter (1994: 3) competitive advantage is the heart of a company's marketing 
performance to face competition. Competitive advantage can be said as a company's benefit strategy in 
collaborating to create more effective competitive advantages in its market. According to Sunyoto (2015, 3) 
there are 5 (five) indicators used in determining the competitive advantage of a company, namely: price, quality, 
reliable delivery, product innovation and time to market. 

4. Government Policy 
Government is the party or institution that makes and enforces regulations or laws to a wider community 

(Rahmat and Ahmad, 2017: 35). According to Pringgodigdo (in Nalle, 2013: 33) policy is a decision that is a 
written or oral arrangement that is closely related to the power or authority of discretion. According to Nalle 
(2013: 33) formally, a policy regulation is not an official regulation, for example a ministerial circular or 
director general for all civil servants who are within the scope of their responsibilities. The economic life of a 
country is influenced by many things, one of which is government policy. Rahman (2017), argues that 
government is one of the forces in industrial competition. Therefore, the government at every level must be 
identified potentially which will affect every aspect of the industrial structure, both directly and indirectly. 

5. Performance 
Performance is the goal of an organization. According to Amstron and Baron (in Fahmi, 2015: 2), 

performance is the result of a job that has a strong relationship with the strategic goals of an organization, 
customer satisfaction and economic contribution. The company's performance is assessed by comparing the 
level of achievements that the company has produced against the targets set. According to Anshori (2010: 133), 
performance is a result achieved by companies, both financially and non-financially. Balanced scorecard is one 
way to measure company performance using a set of multi-dimensional measures that combine financial and 
operational measures in an effort to provide a comprehensive picture of overall company performance (Hery; 
2017: 54). Measurement of company performance with a balance scorecard has 4 (four) perspectives (Hery; 
2017: 55), namely: financial perspective, customer perspective, internal business process perspective, and 
growth and learning perspective 
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Fig. 3: The conceptual framework 
 
Remarks: 
MO  : Market orientation     GP : Government policy 
CRM : Customer Relationship Management  P : performance 
CA : Competitive Advantage   
 

Based on the conceptual framework, the hypotheses in this study are: market orientation and customer 
relationship management have a significant effect on competitive advantage; market orientation, customer 
relationship management and competitive advantage significantly influence hotel performance, and government 
policies moderate the influence of market orientation, customer relationship management and competitive 
advantage on hotel performance.  
 

METHODOLOGY 
The research population is 3 star hotels in Surabaya as many as 30 hotels, and the research sample is an 

organization so the respondents in this study are those who can represent the hotel ie the hotel management 
ranks consisting of: General Manager, Front Office Manager, Housekeeping Manager, Sales Manager , and 
Food and Beverage Manager, the number of respondents in this study was 150 respondents. 

The operational definition of each variable can be explained as follows: 
a. Market Orientation, is the willingness of every department in the hotel to apply a market-oriented culture. 

Anshori (2010: 48) states that there are 3 (three) indicators, namely customer orientation, competitor 
orientation, and coordination between functions. 

b. Customer Relationship Management is a strategy that focuses on creating hotel customer satisfaction and 
building long-term relationships by integrating several functions in the hotel. Based on Indah and Devie's 
(2013) research, there are 3 (three) indicators, namely: sustainable marketing, individual marketing, and 
partnership programs. 

c. Competitive Advantage is the ability of a hotel to provide more value than competitors through the 
utilization of various available resources. Referring to Sunyoto's opinion (2015: 3), there are 5 (five) 
indicators, namely innovation, price, uniqueness, not easy to imitate, and time of delivery. 

d. Government Policy is a policy set by the government in the hotel industry. Referring to the research of Ja'far 
(2008), there are 2 (two) indicators, namely: regulatory factors and driving factors. 

e. Hotel performance is the result of work/activities at the hotel that are influenced by internal and external 
organizational factors in achieving the goals set for a certain period of time. Based on the opinion of Shwu 
and Chien, 2012; Moeheriono, 204, and Hery, 2017, there are 4 (four) performance indicators, namely: 
financial perspective, customer perspective, internal process perspective, and Learning and growth 
perspective 

Data analysis techniques in quantitative research use statistics and can be done for 2 (two) purposes 
(Ferdinand, 2014: 229), namely findings in the form of statistical data that explains the mean of research 
variables and inferential statistics. Inferential analysis is used to test the proposed research hypotheses and 
conclusions will be drawn. The data analysis technique used in this study is Warp Partial Least Square 
(WarpPLS), using the tool WarpPLS version 6.0. The testing steps are in accordance with Solimun et al. (2017: 
110) namely the evaluation of Goodness of Fit and Hypothesis Testing. 
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RESULTS AND DISCUSSION 
Based on the results of data processing on the questionnaire it can be said that all statement items in this 

study were declared valid because the r count value> 0.3 and all variables declared reliable because the 
Cronbach alpha value> 0.6. then testing the model to determine the relationship between endogenous latent 
variables, namely market orientation, customer relationship management, competitive advantage and hotel 
performance, where data processing uses WarpPls 6 and the following results of the evaluation of Goodness of 
Fit Indices criteria can be seen in Table 1. 

 
Table 1. Evaluation of Goodness of Fit Indices Criteria 

 

No. 
Model Fit and quality 
indices Fit Criteria Results 

Remark
s 

1 Average path coeficient 
(APC) 

p < 0.05 P < 0,001 Significant 

2 Average R-squared (ARS) p < 0.05 P < 0,001 Significant 

3 Average adjusted R-squared 
(AARS) 

p < 0.05 P < 0,001 Significant 

4 Average block VIF (AVIF) Acceptable if ≤ 5, ideally ≤ 3.3 1,612 Ideally 

5 Average full collinearity 
VIF (AFVIF) 

Acceptable if ≤ 5, ideally ≤ 3.3 1,947 Ideally 

6 Tenenhaus GoF (GoF) Small ≥ 0.1, medium ≥ 0.25, large 
≥ 0.36 

0,538 Large 

7 Sympson’s paradox ratio 
(SPR) 

Acceptable if ≥ 0,7, ideally = 1 1,000 Idelaly 

8 R-squared contribution 
ratio (RSCR) 

Acceptable if ≥ 0.9, ideally = 1 1,000 Idelaly 

9 Statistical suppression ratio 
(SSR) 

Acceptable if ≥ 0.7 1,000 Idelaly 

10 Nonlinear bivariate 
causality direction ratio 
(NLBCDR) 

Acceptable if  ≥ 0.7 0,875 Acceptable 

 
Based on table 1 it can be said that all criteria are declared fit (all criteria have been met) so that the model is 
declared feasible. 
Based on the results of processing can be obtained the results of testing the hypothesis in table 2 as follows: 
 

Table 2. Hypothesis Test Results 
Exogenous Moderating Endogenous P Value Decision 
OP  CA 0,01 Significant 
CRM  CA 0,01 Significant 
OP  P 0,01 Significant 
CRM  P 0,01 Significant 
CA  P 0,01 Significant 
OP GP P 0,04 Significant 
CRM GP P 0,03 Significant 
CA GP P 0,27 Not significant 

 
Based on table 2 it can be said that: 
a. Market orientation has a positive and significant effect on competitive advantage, so hypothesis 1 is 

accepted. 
In order to realize this, there must be commitment from all hotel management and employees in carrying 

out customer-oriented work and customer satisfaction, where from the moment the customer arrives and until 
check out, a satisfactory service is provided, such as when customers are welcomed by employees who open the 



 
Vol-4 Issues 02, March -2020                                                                                   ISSN: 2456-9348 
                                                                                                                                 Impact Factor: 4.520 
 
 

  
International Journal of Engineering Technology Research & Management 

 

IJETRM (http://ijetrm.com/)   [80] 

 

door accompanied by a welcome speech that characterizes the hotel and a smile, and while waiting for the 
check-in process a welcome drink is provided. 

If the hotel implements market orientation activities, it will gain a lot of benefits because it will have a lot 
of knowledge or information about customers. Knowledge or information about customers obtained can be used 
as a source of information in an effort to produce products and services that suit the wants and needs of 
customers. According to Dewi (2017) if a hotel succeeds in gaining a competitive advantage, the hotel can 
survive if the level of competition gets higher, so if the hotel has a competitive advantage compared to its 
competitors (in this case a 3-star hotel in Surabaya), it is very important if the hotel is implementing work 
oriented to customers, competitors, and there is good coordination between functions or unit units in the hotel. 

b. Customer relationship management has a positive and significant effect on competitive advantage, so 
hypothesis 2 is accepted. 

Means that when the application of customer relationship management in the company increases, it will 
have an impact on increasing the company's competitive advantage. In the hospitality industry the creation of 
superior value can be done by the availability of hotel rooms and all facilities well through the provision of 
superior service, such as employees who are nimble, friendly, and attentive. For hotel customers, emotional 
factors play an important role in efforts to shape value through the perceived comfort and products or services 
that can create unforgettable emotional experiences for customers. 

It is expected that if the hotel implements customer relationship management there will be a long-term 
relationship between the customer and the hotel, therefore it is necessary to build a strong emotional bond with 
the customer, which can be done through continuous communication with customers such as giving greeting 
cards when customers birthday or sending flower bouquets when an event is held by a customer. In addition, the 
hotel provides a member card through the provision of corporate rates for individual customers and companies 
when holding events at the hotel, and this can be an attraction because of the special pricing below the normal 
price for members. 

There are several things that must be done in building a relationship, namely: (1) always updating 
information about customer data; (2) building emotional ties on both sides in achieving goals; (3) trust, where 
both parties have the confidence to keep their promises and not harm either party; (4) having empathy, is 
understanding customer wants and needs; and (5) reciprocity, where the hotel and the customer give something 
to each other that benefits both parties. 

c. Market orientation has a positive and significant effect on hotel performance, so hypothesis 3 is accepted. 
This means that if the hotel carries out market-oriented activities, it can create innovations that will 

optimize hotel performance. Performance is a measure of the success of hotel management in managing its 
resources and the hotel will succeed in increasing sales if hotel management in implementing market-oriented 
marketing strategies by balancing market orientation with competitor orientation and there is good coordination 
between work units/departments in the hotel, so if hotels that have a high market orientation will get high 
performance. Therefore, if a hotel adopts a market orientation, it will have advantages because it has customer 
knowledge and will be used as a source of information to produce goods and services that meet customer needs 
and desires. 

Today, the hotel emphasizes modern hotel management by implementing Yield Management in an effort 
to maximize occupancy rates when occupancy levels decline and increase the average price of rooms during 
crowded occupancy. Market orientation is not always related to the increase in profits, but also needs to know 
the reasons for the hotel to lose profits due to the cancellation of bookings made by customers, then the hotel 
must record the reasons for customers to cancel that will be used to determine market conditions and can be 
used to anticipate when the same event occurs that will affect hotel performance, such as customers feeling 
dissatisfied with the quality of existing food. 

d. Customer relationship management has a positive and significant effect on hotel performance, so hypothesis 
4 is accepted. 

Customer Relationship Management is a strategy in pampering customers so they do not move to 
competitors. According to Tjiptono (2011:527), customer relationship management is a strategy that uses 
technology in making data-based decisions in running a business to respond and anticipate customer behavior. 
Gaffar (2007:45), said the principle of customer relationship management is based on customer satisfaction 
because if customers feel a prolonged satisfaction will create loyalty to customers and formed a strong 
emotional relationship between the company and customers and ultimately impact on company performance. 
This opinion is in line with Battor and Mohamed (2010), who say customer relationship management is an 
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important factor in a company's performance. The focus of customer relationship management according to 
Gaffar (2007: 35) is to continue to make improvements to the level of customer satisfaction, so that it will 
increase customer loyalty, and ultimately increase revenue derived from customers. 
e. Competitive advantage has a positive and significant effect on hotel performance, so hypothesis 5 is 

accepted. 
If the company is able to create a competitive advantage, the company will have the strength in facing 

competition with other companies because the products produced are still in demand by customers (Manambing, 
2018). Competitive advantage owned by a company aims to improve the performance of a company (Indah and 
Devie, 2013). 

f. Government policy moderates the effect of market orientation on hotel performance, so that hypothesis 6 is 
accepted. 

In improving the performance of a hotel, it must know what is needed and cool the customer, but in 
carrying out activities can not be separated from the role of government, where the economic life of a country is 
influenced by many things, one of which is government policy. Business environment is anything that can affect 
business activities in an organization or company. Factors that can affect not only from within the company 
(internal) but also from outside the company (external). One external factor that can affect the business 
environment is government policy. Where Government policy can be an opportunity or support for the company 
but on one hand it can be an obstacle/threat to a company. 

g. Government policies moderate the effect of customer relationship management on hotel performance, so 
that hypothesis 7 is accepted. 

The Indonesian Hotel and Restaurant Association (PHRI) states that the largest portion of hotel revenue 
is not from leisure but from events organized by hotels, such as meetings, seminars, exhibitions, birthdays, 
weddings and the like, it is very important for hotels to establish and maintain good relations both with the 
government and the private sector, and who primarily build and maintain relationships with the government 
because events organized by the government contribute 80% to hotel income. 

The results of this study are in line with the results of Widyarto's research (2015) which states that 
government policies on the protection of domestic textile products can affect customer share, where the role of 
government policies to protect local products, especially textile fabrics where one form of policy stipulated is to 
require the use of batik cloth every day friday for office and school service uniforms. 

h. Government policy does not moderate the effect of competitive advantage on hotel performance, so 
hypothesis 8 is rejected. 

The role or function of the government in the hotel business is to act as an employee of hotel operations, 
in an effort to ensure that a hotel in carrying out activities is in accordance or not in accordance with the policies 
set by the government. Where government policies on the hotel industry on the one hand will have an impact on 
performance and on the one hand will have an impact on hotel operations or management. 

In an effort to have a competitive advantage, the hotel does not only have an advantage in price but must 
also have a uniqueness, for example a hotel emphasizes its uniqueness on "Local Discovery" so that in every 
operational activity emphasizes the local uniqueness of an area from when customers come to the hotel 
welcomed by Bell Boy and front office receptionist wearing traditional clothes and greetings from an area. 
Another uniqueness is providing snacks that emphasize traditional food and naming food products in accordance 
with the name in an area such as Suramadu duck rice, so customers will feel the atmosphere of the city visited 
so that tourists who come to a city if you want to feel the atmosphere and special food the city will then choose 
to stay at the hotel. 

CONCLUSION 
From the results of the study and discussion that market orientation and customer relationship 

management have a positive and significant effect on competitive advantage market orientation and customer 
relationship management influence on competitive advantage in hotels. 

Market orientation, customer relationship management, and competitive advantage have a positive and 
significant effect on the performance of a hotel that customer relationship management market orientation, and 
excellence affect the performance of the hotel. 

Government policies moderate the effect of market orientation and customer relationship management on 
hotel performance. Whereas government policy does not moderate the effect of competitive advantage on hotel 
performance. 
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