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CHAPTER II 

BASIS OF THEORY 

2.1. Assessment of Performance 

2.1.1. Introduction of performance assessment 

Performance is a general term used to indicate some or all of the actions of 

an organization in a certain period. Performance is formed along with a reference 

to a number of standards such as the costs of the past that have been projected on 

the basis of efficiency, accountability and etc. (Mulyadi, 2001). According to 

Srimidarti (2004), the performance is a display of the full circumstances of the 

company over a period of time and is the result of the company operations that are 

affected by the use of the company resources. 

Performance assessment is a periodic determination of the effectiveness of 

an organization operation, the organization itself and its personnel. The 

performance assessment is based on objectives, standards, and criteria that are 

previously set. Because the organization is essentially operated by a human, then 

the actual performance measurement is an assessment of human behavior in 

carrying out the role which they play in the organization (Mulyadi, 2001). 

Every organization expects that it will give the best contribution or a 

superior performance in its class. If the success of the organization to become a 

superior institution is determined by many factors, so there are many factors that 

determine the success of the company (success factor). To make the organization 

a superior institution, there is a need to use a measure of personal success. 

Therefore, we need a performance assessment that can be used as the basis for 
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designing a reward system in order to produce a personnel performance in line 

with the performance expected by the organization. 

In recent years, there has been a paucity of accounting research in the 

Cornell Quarterly (Canina 2008). This condition is unfortunate for two reasons. 

First, accounting can be shown to be a critical success factor in organizations, and 

thus a lack of good accounting has been a factor in failing organizations (Parsa et 

al. 2005). Second, accounting practice has recently undergone significant changes 

with innovations like activity-based costing and the balanced scorecard. Many of 

these practices find their way into hotel firms. Accounting research is needed to 

understand how such innovations perform and what (if any) adaptations are 

needed. 

Every organization expects the performance that contributes the 

organization as an institution that excels in its class. If the success of the 

organization to hold a superior institution is determined by various factors, so the 

various factors that determine the success of the company (success factor) and to 

make the organization an excellent institution are used as measures of personal 

success. Thus, it takes a performance assessment that can be used as a foundation 

for designing reward systems that produce performance of personnel in line with 

performance expected by the organization. 
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2.1.2. Purpose of performance measures 

The ultimate goal is to produce a performance appraisal which is accurate 

and give valid information regarding the behavior and performance of the 

members of the organization (Rendak, 2007). 

Management evaluates the performance of the following objectives: 

1. Provide input for human resource decisions such as promotion, transfer and 

termination of employment. 

2. Provide feedback to employees about how the organization will think about 

their performance. 

3. As a basis for compensation that covers the increase in fringe benefits, 

employee bonuses and other rises in salary. 

According to Mulyadi (2001:416), the benefits of performance assessment for 

management is to: 

1. Manage an organization's operations effectively and efficiently by motivating 

employees to their maximum performance. 

2. Assist decision-making that is concerned with employees, such as 

promotions, transfers, and dismissal. 

3. Identify the employee’s needs of attention and development to provide the 

selection criteria and as the evaluation of employee training programs. 

4. Provide feedback to employees on how they assess the performance of their 

superiors. 

5. Provide a basis for the distribution of unemployment. 

 



10 
 

2.1.3. The benefits of performance measurement 

A performance measurement will produce the data, and the data which 

have been analyzed will provide useful information for improving the knowledge 

of the managers in making decisions and for management actions to improve 

organizational performance (Gaspersz, 2005). 

Benefits of a good performance measurement system are: 

1. Trace performance against customer expectations that will make the company 

closer to its customers and make all the people in the organization are 

involved in efforts to give satisfaction to the customer. 

2. Motivate employees to perform services as part of a chain of internal 

customers and suppliers. 

3. Identify the various wastes while encourage effort to the reduction of waste. 

4. Create a strategic goal that is usually still obscure to become more concrete as 

it can be used to accelerate the process of organizational learning. 

5. Build consensus to make a change by giving rewards for behavior that is 

expected. 

 

2.1.4. Performance measures process 

According to Mulyadi (2001:431), performance assessment carried out in 

two main phases, namely: 

1) The preparation stage which consists of three stages of the details, namely: 

a. Determination of local accountability and managers responsibility 

b. Determination of criteria used to measure performance 
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c. Measurement of actual performance 

2) The assessment phase which consists of three stages are detailed as follows: 

a. Comparison of actual performance with the targets set in the standard 

b. Determining the causes of deviations from the actual performance 

specified in the standards. 

c. Enforcement of the desired behavior and actions used to prevent 

unwanted actions. 

2.1.5. Traditional Management Performance Measures 

2.1.5.1.Definition of Traditional Management  

Traditional Management is a management technique that is based on an 

approach of "plan - implement - control". Such an approach has certain difficulties 

in its implementation. The facts and reliable forecasting for the planning, the 

effects of the outside influences in terms of implementation, and the effect of the 

time factor in terms of the control measures are some of the issues faced by 

management based on the traditional management. These problems come from the 

assumption that the business situation that happens is always fixed or static. Yet in 

reality, the business situation always changes and dynamic of business. Therefore, 

it is very important to adjust the company's management techniques based on the 

current situation. 
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2.1.5.2.Mechanism of Traditional Management System 

Traditional management system is a system of control where managers 

have a structure in the division level or a level position called the pyramid, 

namely: 

• Top Management. Those who bear the responsibility for the success of the 

mission of the organization. 

• Middle Management. Those who the top-level leadership wisdom liaison with 

lower-level needs leadership. 

• Lower Management directly handle the tasks assigned to operations and 

therefore they need better and technical skills, because they directly perform 

as leaders by providing guidance, direction and control of the operational 

work continuously to his subordinates. 

In a traditional management role, the manager is seen in a position to 

maintain the status quo and control their subordinates in order to comply with the 

rules that have been set. Continuous paradigm improvement changes the role of 

manager. The manager's role is to challenge the status quo for the purpose of 

strategic improvement, and at the same time, the manager consistently implements 

the existing systems to meet current demands. 

The traditional management work plans are: 

• There is a clear distinction between the works of thinking and doing. 

• Manager and staff aides are responsible for determining the obligations of 

workers, procedures and methods to carry out the work, detailing the 
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mechanism of action, determining the steps to be taken and the rules that 

must be obeyed / followed. 

• Things that are not included in the job descriptions must be submitted to the 

leaders. 

• Manager has to ask for instructions from the leadership in dealing with issues 

related to employment. 

• The working relationship of each member of the organization is rigid, 

especially with the employer. 

• Working relationships with college are strictly controlled by formal rules. 

• Mechanisms of working relationship and accountability to superior are duties, 

while the members of the organization are expected to obey the rules - rules 

that have been set by management. 

 

2.1.5.3.Weakness of traditional system 

In detail, the weaknesses that often occur in traditional management 

techniques are as follows: 

• No one knows what will happen in the future. This leads to making a 

planning and forecasting is extremely difficult. 

• Depending on a survey and analysis are very risky. No one knows whether 

the bases of the plan are absolutely right. No one knows whether those plans 

can function optimally. 

• It is very difficult to optimize a plan in the middle of a situation that randomly 

changed. 
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• Managers tend to know about the EPS than the society environment and 

internal management. 

 

2.1.6. Performance Measurement Through Financial Ratio Analysis 

` Analyses of the financial statements include comparative performance 

with other companies in the same industry or with the company's financial 

position evaluation tendencies in a certain time. Financial ratios help companies 

identify several financial strength and financial weaknesses. In can also compares 

the financial data so that data become more significant because: 

1. The analysis of financial statements can examine the ratio between times (eg 

five years) to examine the direction of movement. 

2. The analysis of financial statements can compare the company's financial 

ratios with other companies.  

The ratios that are used to evaluate financial performance are as follows: 

a. Liquidity Ratio 

The liquidity ratio shows the relationship of cash and other current assets 

by current liabilities. The company's liquidity position is related to the company's 

ability to repay short-term obligations. 

1) Current Ratio 

               
              

                   
 

2) Quick Ratio 
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3) Cash Ratio 

           
    (        )           (            )

                   
 

4) Net working capital to total assets,  

                                    
                           

            
 

b. Asset Management Ratio 

This asset management ratios measure the effectiveness of the company in 

managing its assets. This ratio is also presented to see the possibilities of the value 

of assets on the balance sheet, so that the values of assets that are given are not too 

high or too low. 

1) The inventory turnover ratio  

                   
                 

            
 

 

2) Fixed asset turnover ratio 

                     
     

         
 

3) Total asset turnover ratio 

               
     

     
 

4) Ratio of average receivables collection period 
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5) Receivables turnover ratio 

                     
     

          
 

c. Solvency Ratio  

The sources of funding are from the company's two sides; internal 

financing or financing from outsiders (creditors) through debt. Debt financing is 

often called leverage; it has serious consequences for the company if the company 

wants to obtain additional capital through debt. Prospective lenders will certainly 

give a consideration to these ratios. 

1) Payable ratio 

              
                 

           
 

2) The ratio of capital to liabilities  

                                
       

                 
 

3) The ratio of earnings to interest expense 

                                     
                

                
 

d. Profitability Ratios  

Profitability is good the result of a series of policies and decisions. The 

results of the strategy implementation are used to achieve the company's goals. 

Profitability ratios show the combined effects of liquidity, asset management, and 

debt on operating results. 
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1) Gross profit margin  

                    
                         

     
 

 

2) Net profit margin 

                  
                

     
       

3) Net profit margin after tax 

                            
                    

     
        

e. Return on Investment (ROI) 

This ratio is a measurement tool of the company's overall ability to 

generate profits with total assets available in the enterprise. This ratio reflects the 

ability to regulate management assets that optimally achieve the desired net profit. 

    
                    

            
        

f. Return on shareholders' investment 

Return on shareholders' investment measure the company's ability to 

provide dividends to its shareholders without any obstacles and financial crisis. 

1) The return on equity or return on equity (ROE) shows the calculation of the 

rate of return on shareholder investment company 

    
         

                    
 

2) Income per share or wide Earning per Share (EPS), shows earnings per share 

resulted from the total net income produced by the company. 
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3) Price-earnings ratio (PER) shows the income shares issued by shareholders 

    
               

   
 

2.1.7. Strengths and Weakness of Performance Measures 

Kald & Nilsson (2000) identified a number of strengths attributed to the 

use of performance measures. Performance measurement contributes to a better 

understanding on how the business works, it enables management to test 

hypotheses on which the strategy is based; it enhances employee commitment and 

encourages experiments with new measures and methods of monitoring 

performance and, finally, it makes changes within the organization more easily to 

be implemented. 

Ghalayini & Noble (1996) identified eight general limitations of 

traditional performance measures, those are: the limitations which were based on 

a traditional cost management systems, used lagging metrics and which were not 

incorporated with strategy; those are difficult to be implemented in practice and 

tend to be inflexible and fragmented; contradict with accepted continuous 

improvement thinking and neglect customer requirements. 

A number of the authors have argued that traditional (financial) metrics 

have major  inadequacies such as being not suitable for strategic decisions 

(Kaplan & Norton, 2005),  being historical and hard to correlate (Lawson et al. 
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2003), providing little information on  the root problems and ignoring the 

organization’s intangible  assets such as research (Norrekilt, 2000). Financial 

performance measures that largely ignore value creation and the connection 

between financial and non-financial measures is fragile (Marshall & Heffes, 

2004). Also, little attention is paid to cross functional processes as opposed to 

functional ones and there are often too many measures deployed (Frigo, 2003). 

According to Powell (2004) highlights that occured, can be political and 

cultural issues which exist within the organization, notably people’s fear of 

measurement. Also, measures need to be reviewed on a regular basis as 

organizations are constantly changing and so measures will need to be refined to 

keep up with the changes.  Kaplan & Norton (1992) argued that the terms of 

competition changed and that traditional financial measures did not improve 

customer satisfaction, quality, cycle time, and employee motivation. In their view, 

financial performance is the result of operational actions, and financial success 

should be the logical consequence of doing the fundamentals well. 

The reasons why Performance Measurement Systems Fail, according to 

Malone (1995) are because problems associated with performance measurement 

systems, such as: 

 The systems do not define performance operationally. 

 The systems do not relate performance to the process. 

 The boundaries of the process are not defined. 

 There is irrelevant or misleading information. 

 There is no distinction between control and improvement. 
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 There is a fear of exposing good & poor performance. 

 There is no obvious shift away from financial performance measures/targets. 

 There is a perception of reduced autonomy. 

 The measures are misunderstood or misused or measure the wrong thing. 

Performance measurement systems need to pay attention to the following: 

 Departmental goal setting without creating inconsistencies in policy. 

 An appropriate mix of integration and differentiation. 

 Part ownership of the problem. 

2.2. Balanced Scorecard 

2.2.1. Introduction of BSC 

Balanced scorecard consists of two words, namely the balanced and 

scorecard. Card value is used to record the value of an individual's performance 

score results, and can be used to plan the targeted score. While the word balance 

estimated to balance two aspects: financial and non-financial, internal and external 

aspects, as well as aspects of the short-term and long-term. 

 Definition of Balanced Scorecard by Robert S. Kaplan and David P. 

Norton (1997: 7) is  

 

“a method of assessment which includes four perspectives to measure 

the performance of the company, the financial perspective, customer 

perspective, internal business process perspective and learning and 

growth perspective.” 

 

 In response to the need to incorporate non-financial performance key 

measures and integrate financial and non-financial measures, Kaplan & Norton 

(1992) devised the balanced scorecard as a set of performance measures to 
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provide managers with a comprehensive view of the organization, and as a 

reliable feedback for management control purposes and performance evaluation. 

 The balanced scorecard approach consists of two types of performance 

measures. The first, a series of financial measures, which is describe the past 

actions. The second are nonfinancial measures of customer satisfaction, internal 

business processes and innovation and improvement activities. Kaplan & Norton 

(1996c) further indicated that the measures of this approach represent a balance 

between external measures for shareholders and customers, and internal measures 

for critical business processes, innovation and learning and growth. These 

measures are balanced between the outcome measures (i.e. the results from past 

efforts) and the measures that drive future performance. 

 

2.2.2. BSC Purpose and Benefit 

Balanced Scorecard has advantages that make system management 

strategies are now significantly different from traditional management systems. Its 

excellences according to Mulyadi (2001: 18) are: 

1. Comprehensive 

Balanced Scorecard broadens perspectives covered in the strategic 

planning that previously limited to the financial perspective, expands into three 

different perspectives: customer, internal business process, and learning and 

growth. With the expansion of perspective to non-financial perspective strategic 

plan will provide the following benefits: 

1) Making financial performance manifold and it can periodically be done. 
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2) Enabling companies to enter the complex business environment. 

To produce success in financial performance, the Balanced Scorecard will 

motivate personnel in directing his effort to the strategy target point; this will be a 

trigger of a major cause of financial performance success. Companies must be 

able to give the best products and services to their customer that is resulted from 

the productive and committed personnel. Performance as above will provide a real 

financial performance, which comes from real businesses, as well as provide 

multiple and long-term financial performance. 

2. Coherent 

Balanced Scorecard will establish a causal link between strategic 

objectives with the result in some strategic plan. Each goal should have a causal 

relationship strategy with financial targets, either directly or indirectly. For 

example by, targeting the cause of the customer perspective strategic objectives 

will become the direct cause of the strategic goals accomplishment of the 

company’s financial perspective, either directly or indirectly. 

3. Balanced 

Balanced Scorecard will provide an overview of the purpose and tell how 

the achievement of these objectives in a balanced way. Especially the links are 

happened between each other perspective. Each perspective has a review of the 

subject to be achieved, such as:   

1) Financial returns are manifold and work in a long term is the goal of the 

financial perspective. 
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2) The production in best value products and services for the customer is the 

goal of the customer's perspective. 

3) Productive and cost effective processes are the goals of from a business 

perspective / intern. 

4) Productive and committed human resources are the goals of learning and 

growth perspective. 

4. Measurable  

Measurement of strategy planning target ignores the achievement of 

various targets which promise the strategy that is generated by the system. 

Balanced Scorecard strategies have function to measure the targets that are 

difficult to quantify. Strategic goals in customer perspective, business process / 

internal, and learning and growth are when a target is not easily measured. So by 

using the Balanced Scorecard approaching, the target of all three non-financial 

perspectives can be managed and realized well. Thus the non-financial measurable 

strategies will give a promising target of embodying financial performance that 

will manifold and work in a long-term. 

 

2.2.3. The concept of Balanced Scorecard Implementation Perspective 

2.2.3.1.Financial Performance Perspective 

In the Balanced Scorecard, financial performance still remains a concern. 

Because the financial performance perspective assessment is an overview of the 

financial and economic consequences that occur due to decisions taken and the 

economy itself (Teuku Mirza, 1997: 15). Financial performance measurement 
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indicates whether the strategy, strategic objectives, strategic initiatives and 

implementation are able to contribute in generating profits for the company. 

Kaplan & Norton (1996a) identifies three stages of the business life cycle, 

namely:  

a. Growth  

 Growth is the first stage and the early stage of a business life cycle. At this 

stage the company has a product or service that significantly has an excellent level 

of growth or at least has the potential to breed. Company in this stage may 

actually be operated in a negative cash flow from a low return on capital 

investment. Financial goals of the business at this stage should emphasize the 

measurement of the level of revenue or sales growth in targeted markets. 

b. Sustain Stage 

 Sustain stage is a stage where the company still requires the return on the 

best investment. In this case the company is trying to maintain existing market 

share and expand it if possible. Consistently at this stage the companies no longer 

accumulate on long-term strategies. Profit target at this stage is directed at the 

level of return on the investment made. 

c. Harvest  

This stage is a stage of maturity (mature), a stage where the company harvest the 

investment made in the two previous stages. Companies no longer make any 

further investments except for equipment maintenance and repair facilities, not to 

expand / build a new major. The purpose or ability in this phase is to maximize 

the cash which comes into the company. To make the organization capable of 
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creating an excellence institution, the field of finance is required. But in order to 

gain excellence in this field, there is a need to realize the controlled organizational 

resources which come in a form of three perspectives of other strategies, namely 

the customer perspective, internal business process perspective and the growth 

and learning process perspective.     

 

2.2.3.2. Performance of Costumer Perspective 

A product or service is said to have value for consumers if the benefits 

received is relatively higher than the sacrifices incurred by the consumer to get 

the products and services. Products or services will have the value increased when 

the benefits are approaching or exceeding the consumer expectation. According to 

Kaplan and Norton (1996) the company was expected to make determined market 

segmentation or targeted market which was most likely to be targeted in 

accordance with resources ability and long-term plans of the company. In a 

consumer perspective there are two groups of companies, namely: 

a) The group's core enterprise customers (customer core measurement group) 

b) Market share (market share) – It illustrates how much sale held by the 

company in a particular segment. 

c) Ability to retain customers (customer retention) - Customer retention is the 

level of company's ability to maintain relationships with customers, or how 

well the company is able to retain old customers. 
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d) Ability to reach new customers (customer acquisition) - Customer 

acquisition is the company ability to acquire and attract new customers in 

the market.  

e) The level of customer satisfaction (customer satisfaction) - The level of 

customer satisfaction and the performance criteria/certain value that are 

given by the company. 

f) The probabilities consumer (customer profitability) – it measures how much 

profit the company had acquired from the sale to the consumer / market 

segments. 

 

2.2.3.3.Internal Business Perspective 

The internal business perspective means that the companies need to 

identify the critical internal processes which the company must do its best. 

Because the internal process has the desired values and customers will be able to 

provide the return expected by shareholders (Ancella Hermawan, 1996). The 

manager should focus on internal business processes to be a determinant of 

customer satisfaction or the company's performance assessment from the 

customer perspective. The perspective of internal business process performance is 

derived from the Performance that has been held firmly. 

Companies should choose a process and a superior competence and 

determine the measures to assess performance, process performance and 

competency. The internal business processes being analyzed through the analysis 
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of the value chain (value chain analysis). Each company has a set of unique 

process of creating value for its customers. In general, Kaplan and Norton (1996: 

96) divided it into three basic principles, namely: 

a. Innovation 

Performance measurement in the process of innovation gets less attention, 

compared to performance measurement done in the operating process. At this 

stage the company identifies its customer needs and requirements in the future and 

formulates ways to meet the wants and needs. 

b. Operation 

This stage is the final stage where the company actually seeks to provide 

solutions to its customers in meeting customer’s wants and their needs. Operations 

started from receipt of orders from the customers and ended with the delivery of 

products or services to customers. This activity is much easily measured in a 

routine occurrence and recurrence.  

c. Post-sale service 

In this stage the company seeks to provide additional benefits to customers 

who have purchased products in the form of post-transaction services. 

 

Indicators to measure performance internal business process perspective for 

hotel industry 

According to Bernard. V (2012), there are some indicators to measure the hotel 

industry performance : 

1) Average times for check-in/check-out 
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2) Average times for service one room 

3) Average times for restaurant service time 

4) Average times for bar service time  

This measurement is comparing between actual and standart times. The standard 

times is based on interview with employee of hotel industry. 

 

2.2.3.4.Learning and Growth Perspective 

 Inclusion of this performance goal is to push the company into a learning 

organization as well as promote its growth (Teungku Mirza, 1997). Kaplan and 

Norton's benchmark share this perspective in three principles: 

1. People 

 Workforce at the company today requires further ability to think critically 

and evaluate the processes and environments to be able to deliver the proposed 

improvements. Therefore, one of the company's measurement strategies must 

relate specifically to the ability of the employee whether the company has 

launched a strategic to upgrade its human resources. In terms of human resources 

there are three things that need to be reviewed in applying the Balanced 

Scorecard: 

a.  Level of employee satisfaction 

 Employee satisfaction is one of the conditions to improve productivity, 

quality, service and speed to react to the consumer. Employee satisfactions have 

become an important factor, especially in service companies. 

b.  Turnover rate of employees (employee retention) 
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 Retention of employees is the company's ability to retain its best workers 

to stay in the organization. Companies that have invested in human resources will 

be useless if it does not retain its employees to continue to be in the company. 

c.  Employee productivity 

 Productivity is the result of the average effect of an increase in skill and 

spirit of innovation, internal process improvement, and customer satisfaction 

levels. The goal is to connect the output that has been done by the workers against 

the total number of workers. 

2. System 

 Employee motivation and skill alone are not sufficient to support the 

achievement of the learning process and growth if they do not have sufficient 

information. Employees in the areas of operations require adequate information. 

Employees in the operational areas need fast, timely, accurate information and 

feedback. So employees need an information system that has both of the quality 

and quantity that are sufficient to meet those needs. 

 

2.2.4. Balanced Scorecard Weakness 

Balanced Scorecard is a new development in a company's management. 

BSC is useful as a means of measuring performance that has been achieved, and 

we have to realize that there are still many problems that cannot be solved with 

the Balanced Scorecard, such as: 

1. Balanced Scorecard cannot precisely define the compensation system which is 

usually a follow up results of the performance appraisal.  
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2. Organizational form that is suitable for the development of processes within 

the organization. The four perspectives in the Balanced Scorecard is an 

indicator of mutual influence and thus a structural container that provide 

feedback to all of this. 

3. The absence of standard measurement for the assessment of the corporate 

performance with Balanced Scorecard method (http://id.shvoong.com) 

 

2.3. Hotel Business Performance  

2.3.1. Hotel Business in Indonesia  

The hotel industry in Indonesia has become one of the preferred 

businesses since the government created a Visit Indonesia program in 2008. It is 

because the hotel industry is one of the important accommodations in the tourism 

industry. The increasing number of tourists come to Indonesia also leads to 

increased usage amount of hotel facilities. According to data from the Central 

Statistics Agency (BPS), in 2007 the number of foreign tourists coming to 

Indonesia amounted to 5,505,759 and in 2008 it increased to 6,234,497. Based on 

the data, it can be seen that the hotel industry is growing pretty fast. 

Hotel as one of the accommodation facilities has a significant role in the 

development of the tourism industry, because it serves as a place to stay for the 

tourists who come during their trip. The rapid development of the industry has 

resulted in the emergence of intense competition. Especially considering the 

enactment of free trade in 2003, it will cause a lot of luxury hotels under foreign 

http://id.shvoong.com/
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management enter the hotel industry in Indonesia it will attract guests to stay, as 

well as take advantage of other facilities available at the hotel. 

The development of the hotel business in Indonesia resulted in a growing 

number of hotels that appear. This is evident from the level of occupation in many 

areas such as Yogyakarta in which the tourism is increased by 60-70 percent. This 

shows the strict competition in hotel business in Indonesia. Competition requires 

employers to be more reactive to face each change. Not only that, employers must 

identify aspects - important aspects of the hotel industry. 

 

2.3.2. Factors that affect The performance of The Hotel Business 

In marketing goods there are four tools recognized, those are: product, 

price, place, and promotion or the four P's. All four tools are known as The 

Traditional Marketing Mix. According to Kotler and Armstrong (2006), the 

marketing mix was a set of company controllable tactical marketing tools 

combined to produce the response demanded in the target market. On the other 

hand Morrison (2002) stated that in addition to traditional marketing strategies 

(product, price, place, and promotion), there are four very important factors 

especially in the hotel and travel industry, namely: people, packaging, 

programming, and partnership. Thus, some internal factors of marketing are used 

to satisfy the needs of particular groups than to eight travelers called 8 P "s of 

marketing. 
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2.3.2.1. Internal Factors Hotel Business Marketing by Morrison (2002)  

a) Product 

Product in the hotel and travel has a mix of product and service which 

consist of (1) Staff behavior, appearance, and uniform, (2) Building exterior, (3) 

Equipment, (4) Furniture and fixtures, (5) Signage, and (6) Communications with 

customers and other publics. The definition of each variable is described as 

follows: 

(1) Staff behavior, appearance, and physical aspects of uniform and appearance 

are different from the understanding of employees contained in the people 

factor in the marketing mix. 

(2) Building exterior is a physical condition and cleanliness of all buildings and 

structures in a hotel room and has a very large influence on the impression 

of the hotel and tourist satisfaction. Marketers have to innovate every way 

that hotels can do at certain periods in improving the appearance of the 

exterior and the building. 

(3) Equipment, which is referred here, is the cleanliness and readiness of 

equipment and additional facilities owned by the hotel. For example, the 

hotel must strictly carry out maintenance on computer equipment, safe 

deposit box, trolley for guest’s belongings, vehicle fleet and ensure 

cleanliness. 

(4) Furniture and fixtures, many tourists who are very sensitive to the quality of 

the furniture and equipment of building or hotel room, must also consider 

these things before choosing the hotel. 
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(5) Signage, almost all hotels have certain signs, including board, direction sign 

and the sign of the building exterior. All signs must be in good condition, 

clean, not broken and are easily seen. 

(6) Communications with customers and other publics. 

b) Pricing 

Many experts in the hotel industry claim that the tourist awareness about 

the value of a product is growing. They want value for the money they pay. 

Definition and value for money is the comparison between the amounts of money 

paid to the quality of amenities and services obtained. 

c) Place 

Components of place refer to the way in which products and services 

delivered to tourists. This component is commonly referred to as the distribution, 

and it includes decisions relating to the location and facilities and the use of 

intermediaries. 

d) Promotion 

Promotion is part of the marketing communication that provides customers 

with information and knowledge in a way that is informative and persuasive. 

e) People 

The most important foundation in the success and the presence of a hotel 

and travel organization are the people who are employed (employees) and those 

who are served (tourists). The essence from the marketing services is the service 

and the quality of the service which is served as the foundation of marketing 

services. Therefore, the marketers of hotel and travel must focus on quality 
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service and make sure that their organizations have a process for managing quality 

and services provided for the tourists. 

f) Packaging and Programming 

Packaging and techniques related to programming play a very important 

role in the sale of services when the demand for such services is very low. 

Package is a combination of related services and completed by offering a single 

price. This means that a certain price has included several types of related 

services. While programming is a technique closely related to the packaging. This 

includes the development of specific activities and event, or programs that are 

aimed to attract more tourists. 

g) Partnership 

Partnership is a variety of collaborative efforts in the promotion and 

marketing cooperation other than hotel and travel organizations. These efforts are 

of "one short" or short-term cooperation in the promotion to long-term 

cooperation agreement in the marketing that may involve some combination of the 

product or service with two or more organizations. 

 

2.3.2.2.External factors hotel industry marketing by Kotler and Keller (2009)  

a) Competition 

Marketers can influence the actions of the organizations’ competitors, but 

the number and size of competitors cannot be controlled. Competition is a 

dynamic process in a company. When a company implements a marketing 

strategy, then the competitors will react to the strategies of resistance. No one will 
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survive with a permanent way in the industry. Marketers are constantly observing 

competitors’ marketing activities. 

b) Politic, Legislation, and Regulation 

Marketing is also affected directly and indirectly by legislation and 

regulation of land use. There are some specific laws about how services should be 

promoted, how contests and betting are set, which beverage can or cannot to be 

served and many others. Marketing must be made in accordance with the laws or 

regulations, which the laws is beyond the control of the organization or hotel. 

c) Economic Environment 

Inflation, unemployment, and recession are the three factors in the 

economic environment that interfere with the economy in developing countries 

today. Economic conditions like this will make the tourism industry suffers 

because most companies or individuals aretrying to get service and replacement 

products that match with their purchasing power. 

d) Technology 

Technology is a critical requirement in the change. Hotel and travel must 

look at two aspects of environmental technology. First, by using the latest 

technology in a variety of services and products can be competitive value, for 

example, all the guest rooms in the hotel are equipped with audio-video facilities 

and internet access. Second uses friendly environment technology. 

e) Social and Cultural Environment 

In the social and cultural environment, there are two sides to be 

considered, an organization must first consider how tourists will respond to 
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marketing activities based on social norms and culture. Second, the tourists 

themselves are influenced by social and cultural changes. As the example, by now 

because of the economic pressures combined with social changes cause the 

women working outside the house are acceptable.  

f) Natural Environment 

According to Kotler and Keller (2009) natural environment consists of 

natural resources needed by marketers or which are affected by marketing 

activities. Since 1960, public has concerned about the damage of the natural 

environment caused by activities of the modern industries which are growing. The 

damage itself is the reduction of natural resources, namely the destruction of water 

resources, earth and air. Faced with these conditions some industries begin to 

promote the preservation of natural resources concept. Ecotourism is one of the 

tourist products that is truly conservation activity it is done by performing the 

protection and preservation of the natural world such as the rare animals and 

plants. 

 

2.3.3. Barriers that affect the performance of the hotel business in Indonesia  

The development of the hotel business in Indonesia are facing some 

obstacles, those are : 

1. Infrastructure is still inadequate 

2. Lack of hotel company strategy to increase occupancy 

3. Difficulty of travel service providers to arrange hotel package according to 

consumer demand. 
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4. Building customer loyalty properties. 

5. Lack of well-trained human resources to become hotel employee. 

(http://id.shvoong.com) 

2.4.Previous Research 

There are the results from previous researches 

The Author Title  Result  

Meirdania Zudia (2010) Analisis Penilaian 

Kinerja 

Menggunakan 

Konsep Balanced 

Scorecard pada 

PT Bank Jateng 

Semarang 

Considered that the use of the 

ratio, h the results of this study 

indicate that PT Bank Central 

Java from 2007 to 2009 to 

achieve cost effectiveness and 

generate optimal profits. 

Performance of the financial 

perspective shows good results 

even continue experiencing 

good growth. While from 

another perspective also shows 

positive results 

Ahmad Falah Rusdiyanto 

(2010) 

Analisis Kinerja 

Dengan 

Pendekatan 

Balanced 

Scorecard pada 

Kabupaten 

Semarang 

Overall results of each good 

perspective though still needs 

some improvement in the 

quality of employees PDAM 

Semarang. Increased kualita 

employees will also improve the 

quality of services in PDAM 

Semarang 

Dinar R. Gultom  

(2009) 

 

Pengukuran 

Kinerja 

perusahaan 

dengan BSC studi 

kasus pada PT. 

PErkebunan 

Nusantara III 

(Persero) Medan 

 

Need for cost efficiency, due to 

increased cost efficiencies to the 

accompaniment will be very 

helpful in improving ROI and 

net profit margin 
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