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Building up customer loyalty have become more important to survive in the high competition
of hospitality industry. One approach to developing this is by implementing customer relation-
ship management (CRM). This study investigates the implication of CRM implementation to-
wards customer loyalty in the hospitality industry. The results should assist marketers to recog-
nize what determinant factors and dimension of CRM that contribute to building up customer
loyalty in the hospitality industry. A purposive survey of 150 respondents of all rated hotels
in Malacca, Malaysia was conducted. It is found that there is a significant correlation between
customer orientation, CRM organization, and knowledge management towards customer loy-
alty while the another dimension of technology-based CRM has no significant effect on this
research. The marketer in the hospitality industry should, however, carefully evaluate the nature
of customer loyalty regarding any other variables that are not included such as brand image and
brand association and some special or unique features in this hospitality industry that should be
addressed in the future research.

Implementasi Manajemen Hubungan Pelanggan dan Implikasinya

terhadap Loyalitas Pelanggan pada Industri Rumah Sakit

Abstrak

Membangun loyalitas pelanggan menjadi lebih penting untuk bertahan dalam persaingan
industri perhotelan yang tinggi. Salah satu pendekatan untuk pengembangan ini adalah
dengan menerapkan customer relationship management (CRM). Penelitian ini meneliti
implikasi penerapan CRM terhadap loyalitas pelanggan di industri perhotelan. Hasilnya
harus membantu pemasar untuk mengenali faktor penentu dan dimensi CRM apa yang
berkontribusi dalam membangun loyalitas pelanggan di industri perhotelan. Sebuah sur-
vei purposive terhadap 150 responden dari semua hotel berbintang di Malaka, Malaysia
dilakukan. Ditemukan bahwa ada hubungan yang signifikan antara orientasi pelanggan,
organisasi CRM, dan manajemen pengetahuan terhadap loyalitas pelanggan sementara
dimensi lain dari CRM berbasis teknologi tidak berpengaruh signifikan terhadap pe-
nelitian ini. Pemasar dalam industri perhotelan harus, bagaimanapun, dengan hati-hati
mengevaluasi sifat loyalitas pelanggan mengenai variabel lain yang tidak termasuk seperti
brand image dan asosiasi merek dan beberapa fitur khusus atau unik dalam industri per-
hotelan ini yang harus ditangani dalam penelitian masa depan.
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INTRODUCTION

In the business world, marketers recogni-
ze that customers are the core of business. This
incremental growth in hotel industry forces ho-
teliers seeks out any possible potential competi-
tive advantage to differentiate itself from com-
petitors.

As all marketers understanding, the custo-
mer is the source of profitability. To attract tra-
veler or tourism, improvement of service quality
and development of new facilities are the efforts
for hotel management achieving better organi-
zation performance. To clearly differentiate it-
self from competitors, marketers do not focus
on how to improve the customer satisfaction,
but they also try to form a customer loyalty so
that it becomes the competitive advantage for
the hotel industry.

Today many companies are racing to re-
establish their connections to new as well as
existing customers to boost long—term customer
loyalty. This means that marketers are starting
to believe in retaining a customer or building
customer loyalty rather than attracting new cus-
tomer in order can decrease the cost of marke-
ting activities in customer attraction. Therefore,
customer loyalty needs to emphasize wider by
hoteliers to let customers develop their repur-
chase behavior.

There are many ways to adopt the loyal-
ty, and the most common are by creating value
through customer relationship management
(CRM). To gain customer loyalty, CRM be-
comes the strength of the hotel industry. The
capability of CRM is the tool that attracts new
customers and retains the existing customers.
CRM also can define as a customer-focused bu-
siness strategy which aims to enhance customer
satisfaction and increase their loyalty by offering
fast and customized services according to custo-
mer request. By using CRM, organizations can
develop customer relationship through their
better information management.

The concept of CRM has been explored
by some researchers mostly for service industry
including hospitality industry although it is not
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in sufficient number. The four dimensions of
CRM,,-key customer focus, CRM organization,
knowledge management, and technology-based
CRM- were used to identified how this CRM
content can affect to marketing and financial
performance of varying industries (Sin and Yim,
2005). In more specific, the factors in CRM also
positively have relationship toward perceived
customer satisfaction and customer loyalty in
several types of industry (Basar et al,, 2011).

The sustainability of service industry re-
lies on how they can deliver satisfaction to their
customers and at the end can form the custo-
mer loyalty among them. In the bank industry,
it is found that banks should make one-to-one
and individualized relationship with their cus-
tomers, offer privatized services and determine
the customers’ need to achieve a good level of
customers’ satisfaction. This means CRM fac-
tors can influence the customer satisfaction and
loyalty in the service industry.

Although quite many researchers study
on CRM in several types of industry but specifi-
cally, not so many result lead on how CRM can
make its role in hospitality industry The app-
lication of CRM practices in hotel industries
using the four main CRM dimensions was sug-
gested, and it provides an inclusive framework
that is useful for elucidation the blow of CRM
dimensions on hotel concert (Sarmaniotis et.al.,
2013), but it is not specific enough to explain
how CRM can make its role in the hospitality
industry. This research is to fill this gap with the
focus on how this CRM dimensions can affect
to the customer’s loyalty.

The main purpose of this study is to in-
vestigate the relationship of main dimensions
of CRM toward customer loyalty in the hospi-
tality industry. The study also sought to identify
whether the demographic factors of the respon-
dents could have a different significant respond
to the implementation of CRM in the hospitali-
ty industry.

More specifically, the study aimed to
achieve the following specific research objecti-
ves: To determine whether the policy of custo-
mer orientation dimensions in the hospitality
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has a relationship with customer satisfaction
and loyalty; To determine whether CRM orga-
nization dimensions in hospitality industry has
relationship with customer loyalty; To determi-
ne whether customer knowledge management
dimensions has relationship with customer lo-
yalty; To determine whether Technology-based
CRM has relationship with customer loyalty

Hyoothesis Development
Customer Relationship Management (CRM)

According to Mohammad et al. (2013),
the concept of CRM can be defined in different
ways meaning that different thing to different
people, depending on context and other contin-
gent factors. Therefore, there is no agreed defi-
nition of CRM (Ngai, 2005; Kevork &Vrecho-
poulos, 2009; Hamid, 2009).

In previous researches, Kotler and Arm-
strong (2012) defined CRM as “the overall
process of building and maintaining profiTab-
le customer relationships by delivering superior
customer value and satisfaction.” However, in a
more technology-oriented perspective, Zikmund
etal. (2003) defined CRM as “a business strategy
that using information technology to provide an
organization with a comprehensive, reliable and
integrated view of its customer base so that all
processes and customer interactions help main-
tain and expand beneficial relationships.”

For some researchers, CRM also can be
defined as the use of advanced technology in-
volving a database, data warehouse and data
mining informed by enterprise’s strategies and
philosophies to increase customer retention
rates and profitability (Xu and Walton, 200S;
Nguyen et al,, 2007). This has been strongly
proved that CRM can be the view from multiple
perspectives (e.g. people, process, technology,
strategy) (Mohammad et al., 2013).

Moreover, Kamakura et al. (2005) clas-
sified CRM into two categories: analytical and
behavioral CRM. In analytical, CRM has refers
to how an enterprise manages the customer’s in-
formation through customer interaction. While
in behavioral, CRM is the integration of various
data (e.g. customer past purchases and service
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records, operations, service logs) to establish a
more comprehensive view towards customer
purchasing behavior. From these two catego-
ries, it has shown that CRM is effectively beco-
ming an advantage in managing long term cus-
tomer relationship to enhance customer loyalty.
While, according to Zablah et al. (2004), the
main purpose of CRM is to build and maintain
a profiTable customer relationship. Therefore,
the creating of CRM activities are mainly focus
on building customer loyalty through a sustai-
ning relationship with customers over time.

CRM Components

Based on past related literature, (Sin et al,,
2005) have hypothesized the concept of CRM
as a multi-dimensional construct consisting of
four broad behavioral components. These com-
ponents are key customer focus, CRM organiza-
tion, knowledge management and technology-
based CRM. This is in accord with the general
notion of successful CRM being implemented
based on four key areas: people; processes; stra-
tegy; and technology (Fox and Stead, 2001)
and the four behavioural dimensions (e.g. key
customer focus, CRM organization, knowled-
ge management and technology-based CRM)
must interact to enhance long-term organizati-
on performance.

In Malaysia content, Abdullateef et al.
(2010) identified customer orientation as one
of the CRM components that is more compre-
hensive than key customer focus. Therefore, in
several types of research, customer orientation
has highlighted as an important component of
CRM (Wang et al., 2010) and applying it to stu-
dies of relationships between CRM, RM (rela-
tionship marketing) and business performance
in the hospitality industry (Wu and Lu, 2012).
Also, numerous researchers have highlighted
the significant effects of leading studies on CRM
components in the hotel industry.

According to Mohammad et al. (2013),
CRM components are important as the deter-
minants of organization performance perspec-
tives. In short, the four behavioral components
(e.g. customer orientation, CRM organization,
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knowledge management and technology-based
CRM) are applied in this study to analyze the
relationships on customer loyalty in the hospi-
tality industry.

Customer Orientation

Customer orientation is referred to the
employees’ personal work values and attitudes
toward their customers (Brown et al., 2002).
The aim of customer-oriented behavior is to
enhance customer satisfaction and create cus-
tomer loyalty. The employees’ ability to provi-
de a good customer concern ensures a positive
impact on organization performance (Kim,
2008). According to Zablah et al. (2012), cus-
tomer orientation defines as “a work value that
captures the extent to which an enduring belief
guides employees’ job perceptions, attitudes,
and behaviors in the importance of customer
satisfaction.”

From the previous study, (Kim et al,
2006) stated that service firms, like hotels, re-
quire a better understanding of customer orien-
tation which can directly improve the service
image of the hotel when the employees success-
fully provide the customer a superior service va-
lue. Hence, the opportunity of repurchase and
recommendation by current customer increases
invisibly (Sarmaniotis et al,, 2013).

In the hotel industry, the most vital issue
that hotel managers need to focus on is custo-
mer interaction. They should pay attention to
developing good communication with custo-
mers to enhance service experience or service
quality. Therefore, researchers have reinforced
that customer orientation leads to the improve-
ment of hotel performance and also enhancing
the loyalty. As a result, customer orientation is
one of the important components of CRM to
create loyalty.

CRM Organization

First and foremost, to make sure there is
highly employee involvement to conduct the
customer-oriented behaviors. Organizations
also have to develop an appropriate working
atmosphere for the service in work. As a result,
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organizations will provide their employees the
supportive working conditions with the help of
advanced technology and tools, customer satis-
faction and complaints management systems,
inspiring leadership and reward system to let
employees play their role in customer interac-
tion and communication effectively (Mechinda
& Patterson, 2011).

In fact, the most critical part of successful
CRM implementation is organizational struc-
ture. CRM requires the whole organization
to work towards achieving organization goals
through building strong customer relationship
(Sin et al,, 2005). As such, the structure design
will optimize customer relationships which are
including the development of process teams, cus-
tomer-oriented teams (Sheth & Sisodia, 2002),
cross-discipline segment teams and cross-func-
tional teams (Ryals & Knox, 2001). A flexible or-
ganizational structure design also helps the hotel
manager to reconstruct and generate customer-
centric values if there is necessary.

In the context of the hospitality industry,
the most vital to CRM is the individual emplo-
yees who are the building blocks of customer
relationships (Brown, 2000; Ryals & Knox,
2001). Also as the Ku (2010) stated, for CRM
success it does not only require technological
quality or systems, but it is also requiring a servi-
ce concept as well as appropriate operation pro-
cedures. Thus, this can stress that active invol-
vement of employees in the organization has a
direct impact on organization performance and
development of long-term beneficial customer
relationship to build up the loyalty. Hence, it
can be said that CRM organization has to be an
essential through which firms affect the funda-
mental changes in the way they organized their
business processes (Sin et al.,, 2005).

Knowledge Management

Customer knowledge has been conside-
red as the critical organizational resource. It is
about the techniques of transmission of know-
ledge regarding customers as the core resources
that allow a company to strengthen its link with
customers and achieve the sustainable competi-
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tive advantages especially in the hotel industry
(Shi & Yip, 2007). When organization cans are
effectively transforming customer information
into customer knowledge, it means that CRM
is predicted to be successful (Mohammad et al,,
2013). This is because the success of relation-
ship management is heavily dependent on infor-
mation collecting and analyzing. Hence, it is sta-
ted that key facets of “knowledge management”
can include knowledge learning and generation,
knowledge dissemination and sharing and know-
ledge responsiveness (Sin et al,, 2005).

By generating knowledge about custo-
mers, organizations can effectively use the kno-
wledge to enhance the competitiveness of hotel
industry. Through the information gather from
customer interaction, the knowledge generated
a 360-degree customer view to meet their needs
and satisfaction (Sin et al., 2005). Moreover,
Hallin and Manburg (2008) also stressed that
knowledge management is very important for
hospitality in building up sustainable competi-
tive advantages. On another hand, the uses of
knowledge is becoming valuable for hotels to
meet customer’s needs by sharing and dissemi-
nating the customer knowledge throughout the
organization (Ryals & Knox, 2001). In fact, for
organizations to stay competitive there needs to
be wider uses of knowledge in their market, ex-
ploring and making use of their existing know-
ledge about customers to be successful in CRM
implementation.

Knowledge responsiveness takes the
form of acting on the knowledge generation
and dissemination (Sin et al., 2005) which is
all the marketing activities or actions taken in
achieving customer satisfaction and to creating
the ultimate goal of the development of custo-
mer relationship, the “loyalty.” Hence, Lo et al.
(2010) recommended investigating the impact
of knowledge management component on the
hotel industry in future research.

Technology-based CRM

Technology plays an important role in
CRM performance. According to Dutu and
Halmajan (2011), CRM implementation will
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end in failure if the information technology is
not used properly. Thus it is very important for
the hotel industry to use the technology cor-
rectly to manage the information that gathered
from customers.

Consequently, CRM based technolo-
gy enables organizations retaining customer
long-lost and making them more profiTable ,
because of the customer database and other in-
formation-storing systems (Robert et al., 2005)
can provide the organization with valuable cus-
tomer knowledge that will help hotel manage-
ment to achieve organization goals and enhance
hotel performance more effectively. It is clear-
ly stressed that CRM systems can be a failed
implemented without the help of information
technology.

Additionally, the use of technology in
marketing is the greatest opportunity in the hos-
pitality industry because it is very important to
get the right information from the right people
at the right time so that correct decisions can be
made more perfectly (Dev & Olsen, 2000). In
support of that view, Kasim and Minai (2009)
stated that CRM technology dimension has a
direct impact on hotel performance because the
aim of information technology is used to imp-
rove performance. Computer technologies such
as computer-aided design, flexible manufactu-
ring systems, just-in-time production databases,
data warehouse, data mining and CRM software
system (e.g. SAP and Oracle) enables organiza-
tions to manage customer data and interaction,
accessing business information, automate sales,
marketing and also the whole hotel supply chain
relationships.

Customer Loyalty

The hotel organizations face growth of vo-
lume and pace of competition today has reinfor-
ced customer loyalty becomes the hotel’s ability
to differentiate itself from its competitors. As
Majumdar (2005) stated that “Customer loyal-
ty is a complex and multidimensional concept.”
The complexity has made customer loyalty is
hard to be defined in a proper form which can
be agreed by everyone. According to Mcmullan
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and Gilmore (2008) as cited in Jacoby and Kyner
(1973), there are no overall agreed definition of
customer loyalty, the most widely accepted defi-
nition is loyalty is described as the biased, beha-
vioural response (i.e. purchase), expressed over
time, by having the decision-making unit, with
respect to one or more alternative brands out of a
set of such brands, and is a function of psycholo-
gical (i.e. decision-making) process.

However, Oliver (1999) has defined lo-
yalty as “a deeply held commitment to re-buy or
re-patronize a preferred product or service con-
sistently in the future, thereby causing the fre-
quency of repeat-purchase to the same brand,
despite situational influences and marketing ef-
forts having the potential to cause switching be-
havior.” This definition helps us to distinguish
loyalty as attitudinal, behavioral and situational.
Attitudinal loyalty is expressed as an attitude
that leads to an ongoing relationship with the
brand, the strong loyalty that often conditioned
on a positive attitude towards the brand (e.g.
positive attitude of the consumer to make the
repeat purchase to the same preferred brand).

Behavioral loyalty is mainly expressed
in terms of consumer behavior on purchasing
whereby the consumer has been divided into
categories of monogamous (100 percentage
loyal) , promiscuous (no loyalty to any product
or service) and polygamous” (loyal to a brand

Satisfaction
with products

Expectation

Satisfaction

N\

Satisfaction
with service

Image

Goals and values
of supplier

Brand
personality

Figure 1. Factors affecting loyalty
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in specific product line or category) that of-
ten conditioned on customer satisfaction (e.g.
consumer pattern in past purchases). Lastly,
situational loyalty is expressed as the purchase
pattern of the consumer is influenced by pur-
chasing situation such as individual’s current
circumstances and their characteristics (e.g. the
desired product or service is too expensive or
only available in special season)

In a business context, loyalty describes
as a customer’s commitment to doing business
with a particular organization, by repeatedly
purchasing, and recommending the selected
product or service to other people (McLlroy
& Barnett, 2000). The aim of loyalty in a suc-
cessful business is based ona long-term be-
neficial relationship between customer and
enterprise.

The beneficial customer relationship
will help firms to win customer loyalty, marke-
ting shares, and profit margin will consistently
reduce the necessity costs of acquiring a new
customer. Hence, it has strongly reflected that
loyalty is more profible in retaining current
customer rather than acquiring new customers
to increase business growth. Kuusik, (2007)
summarized and synthesized all of the factors
affecting loyalty complete with all dimension of
each content derivatives, Figure 1 indicates all

of these factors.

Supplier

Salesman

Trustworthiness

4

Termination
costs

J N

Importance of
relationship

Intimacy of
relationship

Importance of
product
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In the CRM implementation context, all
factors that affect to loyalty can be inter-related
to the CRM dimensions with the explanation
as follows. Customer satisfaction-with fulfilled
customer expectation dimension-actually is the
main objective of customer orientation policy
in CRM before at the end it creates customer
loyalty. Hence this factor is a mediating variable
to customer loyalty. The similar approach also
can be made for the factor of trustworthiness
which closely inter-relate with CRM organizati-
on variable. Salesmanship is one of an indicator
how to see this achievement.

The intimacy of a relationship is an in-
dicator of the relationship factor which closely
interrelates with the variable of customer know-
ledge in the CRM concept. Kanchan and Shar-
ma (2015) mentioned the achievement of rela-
tionship management is intensively reliant on
collecting and analyzing customer in sequence.

Image dimension so much relates with
brand personality and brand equity of the com-
pany. As one of the main part of marketing ac-
tivity, building up brand awareness and brand
equity is vital to the sustainability of the busi-
ness. At the end, this direction of brand equity
will reach the brand resonance (Keller) where
the loyalty of customer will be formed.

Customer

orientation

Expectation

Satisfaction

Image

Brand
personality

Technology-based

CRM

Building up brand equity always involve
marketing communication, and this cannot be
done without using technology. Technology -
based CRM is one of tool that can be used to
achieve this loyalty.Hence the combination of
customer loyalty and CRM implementation in
the hospitality industry can be proposed as Fi-
gure 2. Derived from summary of literature re-
view, the framework of study can be proposed
as follows:

H1
Customer Customer

Orientation Satisfaction 5
H
CRM 3

Organization
H4 Customer Loyalty

Knowledge
Management

H5

Technology-Based
CRM

Figure 3. Theoretical Framework Of Study

This study proposes the following hypothesis
H1: Customer orientation has a positive rela-
tionship with customer satisfaction.

H2: Customer satisfaction has positive rela-
tionship on customer loyalty

H3: CRM organization has a positive relation-
ship on customer loyalty.

CRM organization

Salesman

Trustworthiness

Importance of
relationshio

Intimacy of

relationship

Customer

knowledee

Figure 2. Relationship CRM Development Towards Customer Loyalty In Hospitality Industry
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H4: Knowledge management has a positive
relationship on customer loyalty.
HS: Technology-based CRM has positive re-

lationship on customer loyalty
METHOD

This research used a quantitative meth-
odology, while sampling was determined by us-
ing a purposive non-probability method to 150
respondents of hotel management in Melaka.
The city of Melaka was chosen because this city
is one of the tourist’s attractions in Malaysia
after it was declared as world heritage city by
UNESCO in 2008.

Based on Ministry of Tourism and Cul-
ture Malaysia (2015), there are 159 registered
hotels in Malacca state. The purposive tech-
nique is conducted to select the sample of hotels
from unrated to S stars hotel to collect the data
accurately which is also represent the whole
population of hotels in Malacca. The research
instrument used is questionnaire which is a tool
for collecting primary data under a standardiza-
tion of questions. In total, there was 150 ques-
tionnaires distributed, but only 108 are received
with complete answers.

Target respondents chosen are hotel
management from unrated to 5 stars hotel in
order to collect the data accurately which is also
represent the whole population of hotels in Ma-
lacca. Table 1 provides a socio-demographic
profile of the respondents who participated in
the study.

Data Collection

The initial questionnaire was pretested
with a convenience sample of 10-20% actual
sample size using a pilot-test as described by
Baker (1994). Data for the main study was col-
lected over a two-month period during April-
May 2016. There were 150 questionnaires dis-
tributed to 30 hotels in Melaka city.

Measurement
Instruments used in the questionnaire
were referred to the previous literature analysis,
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and five-points Likert-type scales were applied
throughout to the questionnaire. The CRM
components used as variables are referred to
previous researchers as described by Sin et al.
(2014) and Basar et al. (2013). All dimensions
of this variables were clearly defined to make
easy respondents answer, while all indicators
can be found out from the management. Table
2 indicates all these variables, dimensions, and
indicators used.

Table 1. A Socio-Demographic Profile of Re-
spondents

Number (n)  Percentage (%)
Target respondents:
Hotel management 108 100.0
Gender:
Female 76 70.4
Male 32 29.6
Total 108 100.0
Age:
20-30 years 79 73.1
31-40 years 18 16.7
41-50 years 9 8.3
51 years or older 2 1.9
Total 108 100.0
Education:
SPM 13 12.0
STPM/Diploma 19 17.6
Degree 76 70.4
Master/Ph.D. 0 0.0
Total 108 100.0
Position:
General Manager 34 31.5
Marketing Manager 5 4.6
Supervisor 11 10.2
Staff S8 53.7
Total 108 100.0

Customer orientation was measured with
three dimensions: Value for customers, organi-
zation understanding to customer needs, and
commitment to customer needs, while the indi-
cator for these measurements is customer satis-
faction. CRM organization has two dimensions:
trustworthiness and employee performance
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Table 2. Measurement

Variable

Dimension

Indicator

Customer orienta- Value for customers

Index customer satisfac-

tion Company understanding to customer needs tion and complaint rate
Commitment to customer needs

Customer satisfaction ~ Relationship level between organization and Complaint rate
customers
Sustainable communication between organiza-
tion and customers

Knowledge manage-  Responsiveness to customer’s Rate of intimacy of em-

ment needs based on knowledge of customer ployees with customers
Two ways communication with customers is getting better
based on knowledge of customers
The way to handle service and expectation
based on knowledge of customer

Technology-based Technology used in increasing awareness of The brand awareness

CRM company to customers and proudness of cus-
Customized and individualized information to  tomers to become a
customers member of preference
High brand personality perception by customer community

Customer loyalty Strong attitude and positive belief toward The rate of repeat pur-
brand chase
The influence of community, membership and
identity
Satisfactory experience to brand

based on how organization understands to meet RESULT AND CONCLUSION

their customers’ needs. All these dimensions
can be indicated by its salesmanship performan-
ce of the employees.

Knowledge management consists of three
dimensions: Responsiveness to customers, two
ways communication, and the way to handle
services. The indicator of this dimension is the
rate of intimacy between customers and organi-
zation. Technology-based CRM can be measu-
red by the technology used, customization and
brand personality.

Customer satisfaction is mediating va-
riable for customer loyalty. Its dimension con-
sist of relationship and sustainable communi-
cation between organization and customers
while customer loyalty has three dimensions:
positive belief, influence to the community
and satisfactory experience to the brand. Indi-
cator for this variable is the rate of repeat pur-
chase.

100

Interestin CRM Implementation

Organization interest in CRM implemen-
tation is not significantly different by gender,
but they are different by position and education
as indicated by Figure 4, S, 6, and 7. Either fe-
male or male has almost similar understanding
about the important of CRM but the higher po-
sition and education, the more interest for them
to understand about the CRM.

PERCENTAGE OF TOTAL 108
RESPONDENTS BY GENDER

MALE
30%

FEMALE
70%

Figure 4. Gender of respondent
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INTEREST IN CRM BY GENDER

BYES mNO

82.9%
84.4%

17.1%
15.6%

[ |
FEMALE MALE

Figure 5. CRM by gender

INTEREST IN CRM BY POSITION

INTEREST IN CRM BY EDUCATION

u YES m NO .
= =
7 g £
A e ¥
~
xR
R . ~
== — — |
¥ & N &
W & N
< S
Figure 7. CRM by education

This result is very logic since the under-

= u YES m NO ) ] )
= standing of management implementation needs
S X £ . . :
- g - = high education at least at the diploma or degree
O =]
* - level. In this research, no master and Ph.D. level
g g £ manager were involved in the survey.
2 ] x
S
= | l Customer Satisfaction as Mediation Variable
SN GR A SUPERVISOR - STARE As depicted in Figure 3, customer orien-
Figure 6. CRM by position tation policy in hospitality industry theoretical-
Table 3. Correlations
Custm. Orientation Cust. Satisfaction
Pearson Correlation 1 587"
Custm. Orientation Sig. (2-tailed) .000
N 108 108
Pearson Correlation .587" 1
Cust. Satisfaction Sig. (2-tailed) .000
N 108 108
**_ Correlation is significant at the 0.01 level (2-tailed).
Table 4. Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 S87° 345 338 58870
a. Predictors: (Constant), Custm. Orientation
Table 5. ANOVA#
Model Sum of Squares Df Mean Square F Sig.
Regression 19.311 1 19.311 55.721  .000°
1 Residual 36.736 106 .347
Total 56.046 107

a. Dependent Variable: Cust. Satisfaction
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Table 6. Coeflicients

Model Unstandardized Coeflicients  Standardized Coeflicients t Sig.
B Std. Error Beta
(Constant) 1.664 5.094
1 Custm. Orienta- 0.609 0.587 7.465
tion
a. Dependent Variable: Cust. Satisfaction
Table 7. T Test For Variable
Variable Coeflicients  Sig. Df T calc. T Table
Customer Orientation  0.609 0.01 (two tails) 107 7.465 1.6592

ly is not directly affect to customer loyalty, but
there is a mediation variable between them cal-
led as customer satisfaction. The main objective
of customer orientation policy in this industry
is to fulfill customer expectation then at the end
achieve customer satisfaction.

How close three dimensions measured
the correlation ship between customer orien-
tation and customer satisfaction; value for cus-
tomers, company understanding, and commit-
ment to customer needs. From SPSS result this
correlation ship as indicated by Person Corre-
lation as shown in Table 3. Pearson correlati-
on 0.587 at the 0.01 significant level indicates
that correlation between customer orientation
and customer satisfaction is quite strong. The
analysis further the relationship between these
two variables using regression, resulted in Table
Model Summary, Anova and coefficient regres-
sion as shown in Table 4 and S.

The value of R square 0.345 in Table 3
indicates that this customer orientation variable
can explain the variance of the output. By using
t-test, the regression coefficient of customer
orientation was checked whether it significant-
ly has a relationship with customer satisfaction.
The result on test is shown in Table 7.

Due to t calculated > t Table , so regres-
sion coeflicient of the independent variable is
significant enough to affect the dependent va-
riable, thus Hypothesis H1 is accepted. Hence
customer orientation has a positive relationship
on customer satisfaction.
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Refer to Table 6 and the basic equation of
regression, the relationship expression between
these two variables can be derived as follow:

Y =0.609 X + 1.644

Whereas:
Y = Customer satisfaction
X = Customer orientation

Final Result on Effect of Independent Variables
toward Dependent Variable

While customer satisfaction is proven as
mediation variables to customer loyalty, now
it is needed to assume that this mediation va-
riable is also as similar as the other independent
variables that affect to the dependent variable,
customer loyalty. Firstly, all of these indepen-
dent variables need to be checked its correlation
to the dependent variable. Table 8, shows the
results on all of the correlation between predic-
tors and dependent variable.

Except for factor of technology-based
CRM, the other factors such as customer sa-
tisfaction, CRM organization, and knowledge
management have a strong correlation to the
dependent variable. It can be indicated by the
value number of Person correlation of 0.835,
0.4303, and 0.465 for customer satisfaction,
CRM organization, and knowledge manage-
ment respectively. All of these values are signifi-
cant at 0.01 level (two tails). On the other hand,
the Pearson correlation for technology-based
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CRM is very low (0.123) and not significant
enough either at level 0.01 or 0.05 (two tails).
To find out whether these variables have affect
significantly to the dependent variable, multiple
regression analysis was conducted. Table 9, 10,
and 11 show all of this analysis results.

Using multiple regression analysis, 73.9
percent of the variance in customer loyalty can
be explained by it predictors: customer satisfac-
tion, CRM organization, knowledge manage-
ment, and technology-based CRM. But they all
need to be cross-checked whether each of them

Table 8. Correlations All Of The Predictors

has positive relationship as strong as their reg-
ression coeflicient to dependent variable as per
indicated in Table 11.

Result on Hypothesis Test

Combine all of the results from regressi-
on analysis; hypothesis is checked whether they
can be accepted or rejected. The statistical test
used here is t-Test as shown in Table 12.

If t-calculated > t-Table , reject HO and
if t-calculated < t-Table accept HO. Table 13
shows all results on this t-test. Technology-

Cust. CRM. Knowl- Tech. Custm.
Satisfac-  Organiza- edge. Based. Loyalty
tion tion Mngm CRM
Pearson Corre- 1 0.312" 0.451" 0.168 0.835"
. . lation
. f;
Cust. Satisfaction Sig. (2-tailed) 0.001 0.000 0081  0.000
N 108 108 108 108 108
Pearson Corre- 0.3127 1 0.321"7 0.224°  0.403"
L lation
RM.
CRM. Organization o "5 tailed) 001 0.001 0.020  0.000
N 108 108 108 108 108
Pearson Corre- 0.451°  0.3217 1 0.654"  0.465"
lation
Knowl M
owledge. Mngm Sig. (2-tailed) .000 0.001 0.000  0.000
N 108 108 108 108 108
Pearson Corre- 0.168 0.224 0.654" 1 0.123
lation
Tech. Based. CRM Sig. (2-tailed) 081 0.020 0.000 0.205
N 108 108 108 108 108
Pearson Corre- 0.835"  0.403" 0.465" 0.123 1
lation
Custm. Loyalty Sig. (2-tailed)  0.000  0.000 0.000 0.205
N 108 108 108 108 108
**, Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
Table 9. Model Summary For Multiple Regression
Model R R Square Adjusted RSquare  Std. Error of the Estimate
1 0.860* 0.739 0.729 0.34828

a. Predictors: (Constant), Tech. Based. CRM, Cust. Satisfaction, CRM. Organization, Knowledge.
Mngm
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Table 10. Multiple Regression Anova*

Model Sum of df Mean Square F Sig.
Squares
Regression 35.358 4 8.840 72.874  0.000°
1 Residual 12.494 103 0.121
Total 47.852 107

a. Dependent Variable: Custm. Loyalty

b. Predictors: (Constant), Tech. Based. CRM, Cust. Satisfaction, CRM. Organization, Knowledge.

Mngm

Table 11. Regression Coeflicients

Model Unstandardized Standardized t Sig.
B Coeflicients Coeflicients
Std.Error Beta
(Constant) 0.299 0.382 0.782  0.436
Cust. Satisfaction 0.673 0.054 0.729 12.414 0.000
1  CRM. Organization 0.237 0.086 0.150 2.754  0.007
Knowledge. Mngm 0.158 0.062 0.193 2.553 0.012
Tech. Based. CRM -0.167 0.071 -0.159 -2.346  0.021

a. Dependent Variable: Custm. Loyalty

Table 12. T-Test for Hypothesis

Variable Coeflicients Sig. (2 tails) df T calculated T Table

Cust. Satisfaction 0.673 0.01 12.414

CRM Organization 0.237 0.01 103 2.754 1.6595

Knowledge Management 0.158 0.01 2.553

Technology-Based CRM -0.167 0.05 -2.234 1.9833
based CRM variable is not valid and should be Regression Model

neglected since its confident level cannot achieve
95% level. Based on Table 7, 11, and 12, the final
result on Hypothesis test can be concluded as fol-
low: Hence from this research, it is proven that:

HI1: Customer orientation has a positive rela-

tionship on customer satisfaction.

H2: Customer satisfaction has a positive rela-
tionship on customer loyalty.

H3: CRM organization has a positive relation-
ship on customer loyalty.

H4: Knowledge management has a positive
relationship on customer loyalty.

HS: Technology-based CRM has no positive

relationship on customer loyalty.

Using all of the regression coefficients
that already tested their validity, so a multi-li-
near regression model can be used to estimate
the implication of independent variables to de-
pendent variable as follow:

y'=0.673x +0.273x, + 0.158x, + 0.299

Where as:

y’= Customer satisfaction
x,= CRM organization

x,= Knowledge management
X,= Technology-based CRM
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Table 13. Final Result On Hypothesis Test

Variables Coeflicient T-testresult Final Result

Cust. Orientation 0.609 T calc >t Table  Accept H1; Reject Ho
Cust. Satisfaction 0.673 T calc >t Table  Accept H2; Reject Ho
CRM Organization 0.237 T calc >t Table  Accept H3; Reject Ho
Knowledge Management ~ 0.158 T calc >t Table  Accept HS; Reject Ho
Technology-Based CRM -0.167 T calc <tTable  Accept Ho; Reject HS

The involvement of technology in CRM
has a very important role as described by Dutu
and Hamajan (2011), Robert et al. (2005), and
Dev and Olsen, (2000), but in this research
results, this factor didn’t indicate a significant
effect on the creation of customer loyalty. Alt-
hough the indicators were defined quite clear
maybe most of the respondent responded that
hospitality industry is not a technology focused
business such as an engineering service business
or hi-tech entertainment service business. That
is why they did not respond enthusiastically
when they asked whether this is one of the fac-
tor in the CRM that affect to customer loyalty
creation.

The composition of respondent could
also influence the understanding of technolo-
gy importance in CRM by position. Mostly the
position of respondents is staft and supervisors
which include of 64% from total respondents.
The higher position, the better result on emplo-
yee interest about CRM as depicted in Figure 6.

The value of a coefficient number of in-
dependent variables relates to the level of impli-
cation to customer loyalty creation. The higher
coeflicient number, the higher impact. Meaning
management should focus on the factors that
have a significant impact if they want to increase
the level of customer loyalty in this area of busi-
ness.

CONCLUSION AND RECOMMENDATION

There are many ways to adopt the custo-
mer loyalty creation in the hospitality industry,
but the most common are by creating value
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through customer relationship management
(CRM). This approach can retain the existing
loyal customers and attract new customers that
recommended by this loyal customer or the
community between them.

In this research, four factors in the CRM
were proven that have an impact on the creation
of customer loyalty. These factors are customer
orientation, customer satisfaction, CRM orga-
nization, and knowledge management. One fac-
tor, technology based CRM was not proven and
factor that impact to customer loyalty.

Referring to the multiple regression mo-
dels developed, management should focus
to control these main factors based on bigger
impact factors that indicated by its coefhicient
number such as customer satisfaction, CRM
organization, and knowledge management res-
pectively.

There is a significant effect on the compo-
sition of employee education toward the under-
standing how important CRM to the hospitality
business. The higher education they have, the
better understanding of CRM they have.
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