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With worldwide growth in tourism, most of the countries have begun to consider the importance
of the tourism industry. However, the Indonesian tourism industry is not working with reasonable
performance to contribute to economic development. This industry is lacking a good supply
chain in hotel industry and the performance is not promising. Therefore, this study addressed this
issue by considering supply chain marketing planning capabilities and supply chain marketing
implementation capabilities to facilitate tourism industry with better supply chain management
in Indonesian hotels for attracting tourists. Thus, the primary objective of this study is to examine
the role of supply chain marketing planning capabilities and supply chain marketing
implementation capabilities to boost tourism industry performance. The results indicate that
supply chain management was the most crucial issue for attracting tourists. It was also found that

Marketing implementation
capabilities

Customer orientation
Knowledge management

supply chain marketing planning capabilities and better supply chain marketing implementation
capabilities were the most important factors to enhance the tourism industry performance through
customer orientation and knowledge management.
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1. Introduction

Tourism is the fastest growing sector in numerous countries. Internationally, as an export class, its
ranking is fourth after fuel, food, and chemicals (UNWTO, 2012). Furthermore, it provides the
opportunity to create jobs as well as inspires progress in most developing countries. According to the
estimations, global tourism reached about US$ 1,075 billion in the year 2012, from US$ 1,042 billion
in the year 2011 (UNWTO, 2013). Therefore, the worldwide tourism industry has been growing day
by day having great economic importance for most developing countries (Oh, 2005; Roudi et al., 2018;
Briandana et al., 2018), like Indonesia. The existing performance of the tourism industry can be
increased with the help of better supply chain in the hotel industry since the hotel and the tourism
industries have an important relationship with each other’s (Holjevac, 2003; Mueller & Kaufmann,
2001). Good supply chain activities in hotels have the potential to enhance the tourism industry. With
this worldwide growth in tourism, nations have begun to consider the tourism industry on a priority
basis. Tourism and the hotel industry have a positive effect in numerous countries’ economy, giving
foreign currency, supporting the balance of payment in a positive way and having a positive influence
on debt repayments. The hotel industry is considered a central component of the tourism sector, and its
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good performance assumes the vital job in upgrading economic growth (Zailani et al., 2011) with the
help of tourism. It gives opportunities for creating jobs and contributes to reduce the unemployment
rate. In spite of the fact that various hotels offer seasonal employments, many people are still interested
in such job opportunities. The hotel industry additionally boosts different enterprises and has a
multiplier impact. In this way, governments should give attention for the further advancement of the
hotel industry and boost the tourism industry (Mohammad, 2014). As the tourism and hotel industry
have a significant relationship with each other, it has a reasonable contribution to economic growth
(Chen, 2010; Lee & Chang, 2008; Pine et al., 2013; Okon, 2014; Khan & Rasheed, 2016; Hussien &
Jones, 2016; Erdogan, 2016; Mayan & Nor, 2017; Yu-Chi & Lin, 2018; Taqi et al., 2018; Yu-Chi,
2018). Tourism and hotel industry also contribute in the gross domestic product (GDP) in most of the
countries (Roe & Urquhart, 2001; Schmidgall, 2002; Slobodan et al., 2015).

Fig. 1 shows the contribution of the top ten countries in terms of their national revenues through the
tourism industry. It is evident that Australia has the highest contribution followed by Singapore. After
Australia and Singapore, Malaysia maintains the highest contribution followed by the Chinese tourism
industry. Increases in revenue contribution also increases economic growth. Better performance of the
tourism industry has a positive influence on the GDP. This is also one of the reasons that Australia,
Singapore, and China preserve higher GDP. These countries have better hotel supply chain activities
which play an important role on the performance of tourism industry since better hotel supply chain
management attracts more customers by fulfilling their needs (Kothari et al., 2005).
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Fig. 1. Top ten countries with a high contribution to national revenue through tourism.
Source: Passenger Exit Survey, Ministry of Tourism, Indonesia (2017)

However, the Indonesian tourism industry is not working with reasonable performance. This industry
is lacking good supply chain activities in Indonesia. Low level of supply chain activities in Indonesian
hotel industry influenced negatively on the tourism industry. That is the reason Fig. 1 shows that
Indonesia is not in the list of top ten tourism industries. Even though the Indonesian nation maintains
significant amount of potentials to attract tourists worldwide (Gunawan, 1999; Lindquist, 2009).
Indonesian tourism industry performance can be increased with the help of better customer relationship
management (CRM) activities and better supply chain capabilities in Indonesian hotels. CRM includes
customer orientation and knowledge management. Better supply chain marketing planning capabilities
and better supply chain implementation capabilities can enhance the tourism industry performance with
the help of customer orientation and knowledge management. As demonstrated by Mohammad (2014),
marketing planning capabilities and marketing implementation capabilities have positive effects on
tourism performance. Fig. 2 shows how supply chain marketing planning capabilities and better supply
chain marketing implementation capabilities enhance the performance of the tourism industry. Thus,
the primary objective of this study is to examine the role of supply chain marketing planning
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capabilities and better supply chain marketing implementation capabilities to boost tourism industry
performance. Other sub-objectives are

1. To examine the role of customer orientation in tourism industry performance,
2. To examine the role of knowledge management in tourism industry performance,
3. To examine the mediating role of supply chain marketing planning capabilities.
4. To examine the mediating role of supply chain marketing implementation capabilities.
Supply Chain
Hotel CRM Dimensions Marketing Planning

Capability

Tourism Industry
Performance

Supply Chain
Marketing
Implementation

Capability

Fig. 2. The thoritical framework of the current study showing that how supply chain marketing planning
capabilities and better supply chain marketing implementation capabilities enhance the performance of the
tourism industry
2. Hypotheses Development

2.1 Customer Orientation and Tourism Industry Performance

Most investigations have utilized terms including customer orientation, marketing orientation,
advertising idea and market-cantered associations in which customer needs are served as the point of
intention for all the organization's design as well as techniques (Abdullateef, 2011; McEachern &
Warnaby, 2005; Yueh et al., 2010). Therefore, Indonesian hotels are needed to be consumer orientated
to attract tourists. Customer orientation facilitates better hotel supply chain activities which ultimately
enhances the hotel services.

Customer orientation always has a positive effect on business performance (Appiah-Adu & Singh,
1998; Brockman et al., 2012; Sik Jeong & Hong, 2007). Kotler (2004) called the requirement for a firm
to move from the dimension of considering customer division to create separate administrations, items,
and messages for individual customers and the organizations should gather adequate data with respect
to customers, for example, past transactions, socioeconomics, and media. On this premise,
advancement of high customer lifetime can possibly enable companies to accomplish productive
growth. It increases the customer satisfaction level, however, with the customer satisfaction, the
employee's job satisfaction is also important (Shah et al., 2018) to produce good services from the firm.
Therefore, customer orientation is also import to enhance tourism industry performance.
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Hi: Customer orientation has a significant impact on tourism industry performance.

2.2 Knowledge Management and Tourism Industry Performance

Knowledge management capacities are characterized as the firm utilization of data reliably to manage,
handle and transmit data with respect to customer and administrations with the goal to meet customer
needs (Alavi & Leidner, 2001). Knowledge management helps an organizational procedure and is
associated with the creation, recovery, and utilization of knowledge about the customer to attain
competitive advantage (Hamel & Prahalad, 1990) and it is critical for every organization success.

In recent years, knowledge has grown to become a critical organizational resource, and the procedures
for the transmission of knowledge in regard to customers because customers are the key resources that
enable the organization to reinforce its connections with customers and accomplish competitive
advantage (Croteau & Li, 2003; Shi & Yip, 2007). Better collaboration with customers, suppliers and
external partners generates new ideas which creates innovation (Hameed et al., 2018). Knowledge from
customers and other partners help to develop customized services which ultimately enhances and
satisfies the tourists.

According to previous studies, knowledge management has a positive effect on business performance
(Bueren et al., 2004; Gloet & Terziovski, 2004; Zack et al., 2009). Therefore, to boost the tourism
industry performance, the relationship between knowledge management and hotel services are
important. Increases in knowledge management capabilities will ultimately increase tourism industry
performance.

Ha: Knowledge Management has a significant impact on tourism industry performance.

2.3 Supply Chain Marketing Planning Capabilities

Supply chain marketing planning capabilities are always crucial to capture the customers. It can be
defined as how a company organizes its supply chain capabilities to efficiently perform the marketing
planning. Marketing planning is the procedure that utilizes explicit techniques to deal with the structure
and usage of the company future (Pulendran & Speed, 1996). In any case, Slotegraaf and Dickson
(2004) characterized marketing planning capacity as the company's capacity to imagine and react to
market changes with the point of guiding its resources and activities to fit the organization to nature
and the extreme achievement of organizational financial related targets. Better planning capabilities
help to capture the customers.

As the marketing capabilities always have a positive association with customers (Guenzi & Troilo,
2006) it may increase the company’s intention to develop customer focus strategies (Vorhies et al.,
2011). Increases in customer focus strategies increase the value-added services. Thus, hotel supply
chain activities related to marketing planning capabilities have a positive role in customer satisfaction.
Moreover, marketing capabilities always have a strong relationship with performance (Mohammed &
Rashid, 2012; Morgan et al., 2009; Theodosiou et al., 2012). Therefore, in hotel supply chain
performance, marketing planning capabilities are important to consider. Increases in marketing
planning capabilities will definitely increase the customer orientation and tourism industry
performance.

H3: Supply chain marketing planning capabilities have a significant impact on tourism industry
performance.

H4: Supply chain marketing planning capabilities mediates the relationship between customer
orientation and tourism industry performance.
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2.4 Supply Chain Marketing Implementation Capabilities

Supply chain marketing implementation capabilities are important to enhance the performance of the
tourism industry by enhancing the positive role of knowledge management on performance.
Knowledge management is useless as long as it is not implemented with the help of various strategies.
Hotel supply chain activities can be increased with the help of knowledge management through
implementation capabilities. It can be defined as how a company organizes its supply chain capabilities
to efficiently perform the marketing implementation strategies. In both cases, knowledge management
and supply chain management and implementation capabilities are important. As both the knowledge
management and organizational capabilities are normally correlated (Gold et al., 2001). As indicated
by Kotler and Keller (2005), marketing implementation capability is the process that changes plan into
activities, while Farjoun (2002) expressed that implementation is the carrying on the methodology.
Along these lines, the implementation technique is considered as the process of making procedural
work and deciding the components that are expected to change the plan energetically (Piercy, 2002).
However, in this process, the supply chain has a critical role. Marketing implementation capabilities
with hotel supply chain may influence the tourism industry. Thus, supply chain marketing
implementation capability is one of the procedures whose result can be attained and explained by the
firm specific skills to transform resources into marketing plans as well as actions that are attainable
(Eisenhardt & Martin, 2000) which leads to better performance. Therefore, supply chain marketing
implementation capabilities enhance the customer's satisfaction in hotels which increases the tourism
industry performance.

Hs: Supply chain marketing implementation capabilities have a significant impact on tourism industry
performance.

He: Supply chain marketing implementation capabilities mediates the relationship between knowledge
management and tourism industry performance

Additionally, it is evident from the literature that,
H7: Customer orientation has a significant impact on supply chain marketing planning capabilities.

Hs: Knowledge management has a significant impact on supply chain marketing implementation
capabilities.

3. Research Methodology

Generally, three types of methodologies are used in social sciences; namely quantitative research
techniques, qualitative research techniques and finally, mixed method research techniques. According
to Denzin and Lincoln (2005) “qualitative research is a field of inquiry. It crosses cuts disciplines,
fields, and subject matters”. Moreover, they described that “qualitative research methodology is a
situated activity that locates the observer in the world and consists of a set interpretive material,
practices that make the world visible” (p. 3). On the other hand, quantitative research is a structured
way of gathering as well as analysing data from various sources. It includes the utilization of
computational, mathematical and statistical software packages to get results. Finally, the mix method
approach is based on both quantitative research techniques and qualitative research techniques.

However, this study is carried out with the help of quantitative research techniques in which a survey
was used to gather the data from managerial employees of various hotels in Indonesia. In the survey,
all employees with direct relationship with hotel supply chain dealing with tourists on daily basis
collected the necessary data. The managerial employees having no relationship with the hotel supply
chain or tourists were not allowed to take part in the survey. In this study, a 5-point Likert scale was
preferred. A 5-point scale was used because it is one of the most suitable scales to increase the reliability
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of data by reducing the respondent frustration level (Imran et al., 2018). The survey instrument was
based on two parts and 500 questionnaires were distributed. One part consisted of respondent’s profile
and the second part was based on the major questions based on the key variables of this study.
Additionally, this study followed PLS-SEM for data analysis as shown in Fig. 3.

Measurement Model
Assessment

Structural Model
Assessment

Fig. 3. PLS-SEM steps
Source: Hameed et al. (2018)

4. Data Analysis and Findindgs

The analysis of the study followed steps recommended by Henseler et al. (2009) as compiled by
Hameed et al. (2018), shown in Fig. 3. These are the recommended steps while analysing the data
through PLS-structural equation modeling techniques. This is most suitable techniques while analysing
the data recommended by various other studies (Reinartz et al., 2009). All steps of PLS-SEM are given
below in Fig. 4 and Fig. 5 and the results are given in related tables.
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Fig. 4. Outer Model Assessment

Table 1 and Fig. 4 depict the factor loadings or outer loadings of the items. It is clear that all loadings
are above 0.7, a minimum threshold level in the current study which is recommended by Henseler et
al. (2009) and it indicates internal consistency. Therefore, the current study achieved internal
consistency.
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Outer Loadings
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CO

SCMIC

SCMPC

TIP

CO1
CO2
CO3
CO4
CO5
CO6
KMl
KM2
KM3
KM4
KMS5
KMé6
SCMIC1
SCMIC2
SCMIC3
SCMIC4
SCMICS
SCMIC6
SCMPCl1
SCMPC2
SCMPC3
SCMPC4
SCMPC6
TIP2
TIP3
TIP4
TIP6

0.892
0.896
0.895
0.880
0.914
0.873

0.925
0.869
0.929
0.901
0.926
0.850

0.897
0.871
0.876
0.833
0.869
0.861

0.855
0.886
0.905
0.862
0.709

0.945
0.906
0.929
0.878

Moreover, reliability and convergent validity of the current study are portrayed in Table 2. It is shown
that alpha is above 0.7, composite reliability (CR) is also above 0.7 and average variance extracted is
also above 0.5 which show the external consistency in the data. Additionally, discriminant validity is

given in Table 3.

Table 2
Reliability and Convergent Validity
o rho A CR (AVE)
CO 0.948 0.949 0.959 0.795
KM 0.953 0.956 0.963 0.811
SCMIC 0.934 0.935 0.948 0.753
SCMPC 0.899 0.901 0.926 0.716
TIP 0.935 0.937 0.954 0.837
Table 3
Discriminant validity
CcO KM SCMIC SCMPC TIP
CO 0.892
KM 0.810 0.900
SCMIC 0.631 0.616 0.868
SCMPC 0.818 0.808 0.754 0.846
TIP 0.644 0.668 0.817 0.783 0.915

4.1. Structural Model Assessment

The structural model was carried out to test the hypotheses which were developed in section 2 of this
study. It is a suitable technique to test the hypotheses as suggested by Henseler et al. (2009). In this
technique bootstrapping with the help of PLS was carried out. Fig. 5 depicts the PLS bootstrapping. It
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shows the relationship between dependent variables (tourism industry performance), independent
variables (customer orientation, knowledge management) and mediating variables (supply chain
marketing planning capabilities and better supply chain marketing implementation capabilities).
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Fig. 5. Structural Model Assessment
Table 4
Direct Effect
(0) (M) (STDEV) T Statistics P Values

CO — SCMPC 0918 0.920 0.016 57.936 0.000
CO — TIP 0.241 0.234 0.087 2.779 0.006
KM — SCMIC 0.616 0.618 0.084 7.330 0.000
KM — TIP 0.140 0.146 0.053 2.664 0.007
SCMIC — TIP 0.745 0.741 0.061 12.238 0.000
SCMPC — TIP 0.315 0.307 0.106 2.968 0.003

The results of the structural model are given in Table 4. The t-value for all the relationship is also given
in Fig. 5. All the relationship has t-value above 1.96, which is the minimum criteria to accept the
hypotheses. It indicates that all the hypotheses have achieved a minimum level. Thus, all the direct
hypotheses (Hi, Ha, H3, Hs, H7, Hg) are accepted in this study. In case of mediation effect of supply
chain marketing planning capabilities and supply chain marketing implementation capabilities, both
hypotheses (Hs, Ho) are accepted. Additionally, the R-Square value is 0.868 in this study which is
substantial (Chin, 1998). Additionally, the histogram of the mediation effect for both mediators is
shown in Fig. 6 and Fig. 7.

Table 5
In-Direct Effect
(0) (M) (STDEV) T Statistics P Values
KM — SCMIC — TIP 0.459 0.456 0.055 8.305 0.000
CO — SCMPC — TIP 0.289 0.282 0.097 2.973 0.003
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Fig. 6. Mediation effect of supply chain marketing Fig. 7. Mediation effect of supply chain marketing
planning capabilities between customer orientation and implimentation capabilities between knowledge
tourism industry performance management and tourism industry performance
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5. Discussion and Conclusion

The current study has carried out to investigate the effects of SCM in hotel and tourism industry. The
Indonesian tourism industry performance was not sufficient to contribute to economic development. It
was found that Indonesian hotels are lacking in good supply chain activities. Therefore, this study is
one of the attempts to apply better supply chain practices in hotels to enhance tourism industry
performance. Data were collected from the managerial staff of hotels in Indonesia. In this purpose,
supply chain marketing planning capabilities and supply chain marketing implementation capabilities
were considered as the major elements to boost hotel supply chain and tourism industry performance.
Additionally, two dimensions of CRM, namely; customer orientation and knowledge management were
selected. While analysing the data, it was found that the supply chain in hotels played a major role to
enhance tourism industry performance. Customer orientation and knowledge management have
maintained a significant positive effect on tourism industry performance. Increase in the hotel intention
towards customer orientation and knowledge management could increase the satisfaction among
tourists which could also enhance the overall performance. Other studies also found similar results with
the current study such as Tajeddini and Trueman (2008); Zhu and Nakata (2007) and Pekovic and
Rolland (2016). Therefore, the results of the study are also consistent with prior literature.

Moreover, it was found that supply chain marketing planning capabilities and supply chain marketing
implementation capabilities have played the most crucial role to enhance hotel supply chain and tourism
industry performance. Supply chain marketing planning capabilities and supply chain marketing
implementation capabilities enhanced the positive effect of customer orientation and knowledge
management. Both planning capabilities and implementation capabilities have had positive effects on
tourism industry performance. Therefore, Indonesian hotel management must insure good supply chain
supply chain marketing planning capabilities and supply chain marketing implementation capabilities
to enhance CRM and tourism industry performance. Finally, the supply chain has shown a vital
contribution to the CRM and tourism industry performance.
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