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Abstract 
This study is concerned with the impact of Knowledge Management Capabilities (KMC) and 
Market Orientation (MO) on Hotel Performance (HP) in Malaysia. The World Tourism 
Organization (2018) highlighted that the global tourism industry  today attracts around 1.245 
billion international tourists, with trillions of US dollars expected to be generated from 
tourism in 2016. The tourism industry, which includes hoteliers, must follow the current 
market trends to ensure that its  performance is sustainable in a competitive environment. 
Therefore, hoteliers must provide sufficient knowledge to their employees in terms of 
infrastructure and process to deal with market trends. However, many of them are still 
reluctant to embrace management adaptation. The data for this study were collected from 
the top management of 146 hotels. Top management in this context included managers, 
managing directors, or chief operating officers from three-star to five-star hotels in Malaysia. 
The results show that knowledge management capabilities have a significant relationship with 
market orientation. The findings suggest that market orientation strengthens the relationship 
between knowledge infrastructure and hotel performance. The paper presents a few 
contributions. Firstly, the framework can be a support tool for top management in the hotel 
industry to develop knowledge management capabilities that cater to the market in 
sustaining competitiveness. Secondly, the research broadens the scope of opportunities for 
future research. 
Keywords: Knowledge Management Capabilities, Market Orientation, Hotel Performance, 
Tourism  
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Introduction 
Tourism contributes substantial gross domestic product (GDP) to many countries in the world 
based on data from the World Bank, which shows that the total number of international 
tourist arrivals was at around 555 million in 1995, and increased to 1.245 billion in 2016. 
Meanwhile in Malaysia, the tourism industry contributed 7.5 million international tourists and 
26.8 million in 1995 and 2016 respectively (World Tourism Organization, 2018).  However, 
due to the Covid-19 pandemic, the number of international tourists visiting Malaysia 
decreased by 83.4% to only 4.33 million in the year 2020, which contributed around RM12.7 
billion to the country (Malaysian Tourism Ministry, 2021). Weidenfeld (2006) found that the 
tourism industry is already a saturated market, and new segmentations have emerged such 
as eco, religious, nature, and so forth. Furthermore, in the hotel industry, hoteliers tend to 
focus on specific markets known as ‘specialised niche markets’ such as Shariah compliance, 
boutique, and businesswomen hotels (Nor et al., 2012). It is due to the tourism and hospitality 
industry that the world has changed from being product-focused to customer-focused to 
cater to the tourist trends and demands (Bharwani & Mathews, 2016).  

 
Based on the market trends and emerging market, knowledge is a must for all companies in 
the tourism and hospitality industry, including hotels and how these players react towards 
their customers and tourists’ demands (Nor et al., 2019; Nor et al., 2012; Poloski-Vokic, 2008). 
To cater to the changes and success in the business, the companies must provide knowledge 
to all their staff (Poloski-Vokic, 2008). Furthermore, Zahari et al (2013) agreed that the 21st 
century is the era of knowledge and people at work are able to manage it effectively as part 
of companies’ survival and sustainability. From a macro perspective, Albassam (2019) 
mentioned that countries must have an effective knowledge management system to maintain 
sustainability and be part of the inclusive development of such organisation. A country’s 
economy needs the learning knowledge to develop rapidly, resulting in an impact on the 
market orientation of the organization to become more competitive (Hamzah et al., 2020). 
Furthermore, Guimaraes et al. (2017) stressed that organizations must identify and develop 
strategies to achieve sustainable competitive advantages over competitors.  

 
Problem Statement  
World business landscapes change rapidly due to consumers’ trends and preferences, which 
have lead to the emergence of new market segmentation (Weidenfeld, 2006). Ngah et al 
(2016) urged the changes in business landscape, especially in the services industry, to adopt 
and practise knowledge management so as to sustain in a competitive environment. 
Furthermore, Albassam (2019) suggested that countries must have an effective knowledge 
management system in the perspective of developed nations to sustain their 
competitiveness. Therefore, it is high time for companies to practise knowledge management 
and acquire intellectual resources in the industry (Alavi et al., 2005). Meanwhile, Payal, 
Ahmed and Debnath (2016) agreed that the service industry requires knowledge 
management for modern business survival. Therefore, the absence of knowledge, skills and 
capabilities at the appropriate levels might slow down the organizations’ competitiveness 
(Khan, 2019). However, small and medium size companies (herein after refers to SMEs) which 
have limited resources but face changes in the market situation, commonly react accordingly 
with their existing knowledge, resources and capabilities (Randhawa et al, 2020). Worse still, 
organizations face difficulties in implementing and maintaining effective knowledge programs 
from time to time (Gold et al., 2001).  
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The tourism and hospitality industry has already reached a saturated level and need to be 
shifted into new market (Nor et al., 2019). This can happen with knowledge management in 
the industry so it can react accordingly towards its customers and guests’ demands (Poloski-
Vokic, 2008). Furthermore, Stephenson et al. (2010) found that knowledgeable and skilled 
managerial people will contribute to excellent performance and business success, particularly 
in the hotel and tourism industry. Moreover, employees are one of the successful factors and 
part of the essential assets for companies (Poloski-Vokic, 2008). Tavitiyaman et al. (2012) 
found that skilled employees assist in the betterment of their hotel management. Sheresheva 
(2016) reiterated that skilled employees must be balanced with the development in tourism 
and hospitality industry, initiated by developing countries to compete with developed 
countries. The latter have excellent and superior services to attract more potential and 
repeating guests to stay at their hotels.  

 
However, Cooper (2006) highlighted that due to the unstable environment, tourism industry 
players are reluctant to adopt knowledge management. This is supported by Abdullah and 
Ahmad (2010), who found that Malaysian hoteliers are obviously aware of Islamic regulations 
due to the demand by the majority of hotel guests as well as the country’s stature as an 
Islamic country. Unfortunately, they are still lacking in terms of Syariah compliance and 
practices.  Therefore, Tavitiyaman et al (2012) stressed that hoteliers must provide their 
employees with the knowledge to polish their skills and use information technology to 
improve their performance.  
 
Literature Review 
Knowledge Management Capabilities 
Knowledge is one of the most significant assets and is consider as a form of wealth to 
organizations to become superior business performers and sustain competitive advantage 
(Barney, 1991; Grover & Davenport, 2001). Bolisani and Bratianu (2018) defined knowledge 
as an abstract concept transformed into the tangible world. Meanwhile, Anjari (2020) defined 
knowledge management as a set of methods, tools, and techniques for managing processes 
in companies. Steward and Waddel (2008) added that knowledge management has been 
developed for more than four decades, and was implemented in organizations at the 
beginning; in academic and practical disciplines, it has been in place since the late 20th 
century. Al-Hawari (2004) presented a different perspective, where knowledge management 
was defined as an object which might be codified, understood, disseminated, and applied in 
order to achieve the companies’ goals. Meanwhile, Chiu and Chen (2016) defined knowledge 
management capabilities as a continuous mechanism and intentionally meant to create 
knowledge in the organization. Alavi and Leidner (2001) defined it as capability to create, 
transfer, integrate, and apply the knowledge.  

 
It involves a radical transformation or overhaul in an organization starting from assumptions, 
structures, as well as value systems to recast and rebuild these to become a knowledge 
organization. Hindasah and Nuryakin (2020) highlighted that organizations must continuously 
support knowledge management in the organization to improve performance. Therefore, the 
organization must develop capabilities and recognize them as opportunities for knowledge 
integration. Zhang et al (2018) divide knowledge management capabilities into three types; 
technological, structural, and cultural. However, Lee and Yang (2000); Gold et al (2001) have 
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a different view of knowledge management, where they divide it into two categories, mainly 
knowledge infrastructure and knowledge process. 
 
Knowledge infrastructure or company assets according to Wu and Chen (2014), is defined as 
infrastructure of companies to build up the systems and services in supporting the core 
business. Previously, Lee and Yang (2000) noted that a company’s infrastructure is a 
combination of structure, technology, and culture in the company. Meanwhile, Gil-Padilla and 
Espino-Rodriguez (2008) elaborated that technology infrastructure has become one of the 
company’s resources and culture that affect hotel performance in the industry. Gold et al 
(2001) highlighted that social capital for infrastructure capability in an organization can be 
maximized through three dimensions; structural, cultural, and technological. Mohannak 
(2011) found that culture as a part of knowledge infrastructure has significant evidence of 
importance to an organization’s knowledge management success or failure. Gold et al (2001) 
found that there is a direct and significant relationship between knowledge infrastructure and 
organizational effectiveness. Thus, as depicted in Figure 1, the following hypothesis is 
examined:  

 
H1a: There is a direct relationship between knowledge infrastructure and hotel performance.  
 
To leverage the infrastructure, an organization needs a knowledge process in which 
knowledge is efficiently captured, stored, reconciled and disseminated (Nonaka & Takeuchi, 
1995). The knowledge process is the company’s ability to generate knowledge and make it as 
its competitive advantage. Su and Lin (2006) defined the knowledge process to identify 
business core competencies and the related knowledge categories, demands and 
requirements needed to identify business core competencies. It consists of knowledge 
generation, dissemination, and application (Lee & Yang, 2000). Meanwhile, Wu and Chen 
(2014) divide knowledge process into the creation process, transfer process, integration 
process, and application process as an integration process for an organization to nurture the 
knowledge. Gold et al (2001) found that knowledge process capability consists of knowledge 
acquisition, conversion, application, and protection. Therefore, Gold et al. (2001) found that 
there is a direct and significant relationship between the knowledge process with 
organizational effectiveness. Thus, the following hypothesis is examined 
 
H1b: There is a direct relationship between knowledge process and hotel performance. 

 
Market Orientation 
Market orientation is known as companies’ characteristics in continuous understanding and 
responding to the customers as well as their competitors. Barney (1991) describes market 
orientation as one part of organizational capabilities which relate to the competencies of 
companies such as resources and capabilities that give them having competitive superiority 
compared to their competitors. Meanwhile, Qodriah et al (2021) described market 
orientation as a pillar of superiority of strategy orientation affecting organizational 
performance. Samat et al (2006) highlighted that market orientation focuses on customers, 
which is very important to the business. Lestari et al (2020) agreed that market orientation is 
a commitment to continuous creativity in generating superior value to customers’ needs due 
to global competition. Therefore, Ramayah et al (2011) found that market orientation is a 
very important element for organizations in facing global competition. Hamzah et al (2020) 
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highlighted that the economy in developing countries is changing rapidly, thus affecting 
market orientation in those countries. Organizations therefore need to focus on being 
competitive.  
 
However, Lukas and Farrel (2000) as well as Slater and Narver (1995) described that market 
orientation affects companies’ focus on their customers and competitors and at the same 
time neglects new knowledge or other perspectives. Interestingly, Randhawa et al (2020) 
found differences in the perspectives of companies, especially the way SMEs react towards 
changes in market conditions and have limited resources. They tend to utilise their existing 
knowledge, resources and capabilities to sustain competitiveness. Therefore, market 
orientation has become one of the core capabilities of companies (Lukas & Farrel, 2000). 
Sheresheva (2016) agreed that market orientation has also become one of the main factors 
for tourism and hospitality industry’s development. Au and Tse (1995) mentioned that the 
tourism and hospitality industry must be aware of market orientation which can lead to its 
successful performance in the service industry. However, Takata (2016) noted that market 
orientation not only affects the service industry, but also becomes a vital factor affecting 
manufacturers’ performance.  
 
Gotteland et al (2020) proposed that strategic orientation, which consists of market and 
technology orientation, stimulates companies’ performance. Previously, Narver and Slater 
(1990) divided market orientation into customer orientation, competitor orientation and 
inter-functional coordination that positively associate with performance. Meanwhile, Slater 
and Narver (1995) found that the combination of market orientation and entrepreneurship 
leads to learning orientation, which finally affects companies’ performance. Narver et al. 
(2004) agreed that market orientation and innovation orientation positively affect a new 
product’s success. However, Hilman and Kaliappen (2014) stated that market orientation is 
based on two perspectives: competitor and customer orientations. 

 
Competitor orientation, which is one part of market orientation, has been defined as 
companies’ culture for short term specialties, long term abilities, and tactics against main 
rivals (Hilman & Kaliappen, 2014; Narver & Slater, 1990). Another part of market orientation 
is competitor orientation that urges companies to develop a holistic strategy based on their 
evaluation towards their rivals. Meanwhile, customer orientation is a part of companies’ 
culture which refers to the needs and wants from their present or potential customers 
(Narver & Slater, 1990).  

 
A lot of research has found a direct relationship between market orientation and 
performance. Market orientation as the mediator in the relationship between two variables 
has also been positively shown in many researches. Martelo et al (2013) found that market 
orientation significantly intervened between knowledge management and customer 
relationship management in financial industry. Hamzah et al (2020) also significantly mediate 
between two variables; learning orientation and job performance. Thus, the following 
hypotheses are examined (refer Figure 1): 

 
H2a: Market orientation positively mediates the relationship between knowledge 
infrastructure and hotel performance.  
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H2b: Market orientation positively mediates the relationship between knowledge process 
and hotel performance.  

 
Hotel Performance 
Performance is generally viewed as an individual or organization’s degree of understanding 
(Le & Nguyen, 2020). Meanwhile, Organizational performance is a business goal outcome that 
is set up by that organization (Narver & Slater, 1990; Narver et al, 2004; Salim & Rajut, 2021; 
Slater & Narver, 1995). Hoi and Ngui (2014), and Gill-Padilla and Espino-Rodriguez (2008) 
found that organizational performance is derived from organization resources such as human 
resources and technology infrastructure, as well as organizational capabilities. Furthermore, 
Gotteland et al. (2020) agreed that strategic orientation such as market orientation and 
technology orientation lead companies’ performance. Lestari et al. (2020) mentioned that 
performance of organizations must be built on business strategies, knowledge-sharing 
capabilities, entrepreneurship abilities, innovation as well as market orientation. Meanwhile, 
in the tourism and hospitality industry, there are a few studies on employees that influence 
their performance, such as Karatepe and Uludag (2008). 

 
Companies’ performance according to most researches comprises two perspectives: financial 
performance Kim (2008) and non-financial performance (Gil-Padilla & Espino-Rodriguez, 
2008). However, Ramayah et al (2011) found that most researches on performance are based 
on three factors; financial performance, organizational effectiveness, and business 
performance.  Basically, companies’ performance is based on Resource-Based Value or RBV 
theory (Barney, 1991). From the perspectives of tourism and hospitality, researches on hotel 
performance normally focused on management Kim (2008), environment Cortez et al (2007) 
and marketing aspects (Jang et al., 2006). Alonso-Almeida et al (2016) measured both 
perspectives, namely financial and non-financial on hotel industry growth performance 
during two crises in Europe.  

 
Meanwhile, Tavitiyaman et al (2012) studied competitive strategies by focusing on non-
financial and financial perspectives of hotel performance. Previously, Philips (1999) agreed 
that competitive strategies such as the process starting from input, output, environmental 
characteristics, and market and strategic orientation could affect the measurement of hotel 
performance from both perspectives. Meanwhile, Gil-Padilla and Espono-Rodriguez (2008) 
found that resources and capabilities influence hoteliers’ performance. Furthermore, 
Tajeddini (2009) supported that learning orientation (part of organizational capabilities) 
positively affects hotel performance. Therefore, studies on hotel performance specifically 
focusing on non-financial performance still need to be explored. This is in line with Sainaghi 
et al (2013), who found that many researches on hotel performance were based on 
quantitative measurements with a picture of profitability in terms of its efficiency. They also 
suggested looking for more on qualitative measure to redefine hotel strategies in future 
research.    

 
Furthermore, Wu and Chen (2014) suggested that most of research of knowledge 
management and business performance must reflect the actual performance. Therefore, 
Payal et al (2016) found a positive relationship between knowledge management and 
organizational performance which focus on human factors (non-financial performance). This 
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is supported by Ramayah et al. (2011), who found in their research on market orientation that 
organizations tend to cover effectiveness.  

  
 
 
 
 
 
 
 

Figure 1: The framework 
  

Methodology 
This research used the quantitative method and was conducted by e-survey. Respondents 
were initially selected randomly among top management from 266 hotels in Malaysia. Top 
management included managers, director-managers, or owners of the hotels. Respondents 
were well-versed on the implementation of knowledge management and market orientation 
for their hotels. The chosen hotels were three-star to five-star in terms of services and 
equipment provided to the guests and based on the list from Ministry of Tourism comprising 
863 hotels under these categories. However, due to the lack of response, the method of 
distribution changed from simple random to purposive sampling. The data collected was 
analysed by the Statistical Package for the Social Science (SPSS) Equation Model, which 
provides a comprehensive understanding of multidimensional nature of Market Orientation 
(Pallant, 2016) and Partial Least Squares Structural Equation Modeling (PLS-SEM) for the size, 
direction, and significance of the structural parameter estimates (Hair et al., 2016). 
The scales used were 7-point Likert-type scale with 1 = strongly disagree and 7 = strongly 
agree. The questions developed for knowledge management capabilities were adopted from 
Gold et al. (2001). Meanwhile, the constructs for market orientation were taken from Gray et 
al. (1998), Narver and Slater (1990), as well as Slater and Narver (1996). Hotel performance 
constructs were based on the non-financial performance scale from Narver and Slater (1990).  

 
Findings 
According to Pallant (2016), a reliability test is looking for internal consistency for the items 
scale being used for the research. One of the common indicators is Cronbach’s Alpha, which 
is based on the average correlation of items within a test if the items are standardized and it 
ranges in value from 0 to 1. It is a reliability coefficient that reflects how well the items in a 
set are positively correlated to one another. Meanwhile, Zikmund (2003) added if the result 
of the reliability statistic is less than 0.6, it is considered poor, and a range between 0.6 till 0.8 
is considered as acceptable. Meanwhile, results over 0.8 are considered good. Therefore, for 
this test, the reliability test in Table 1 shows that all items were considered as very good and 
excellent.  
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Table 1 
Reliability Test 

Variable No of items Cronbach’s Alpha Result 

Knowldge Infrastucture    

-Organizational culture  16 0.882 Very good 

-Structure  12 0.880 Very good 

-Technology  12 0.891 Very good 

Knowlege 
Process 

   

-Acquisition 12 0.872 Very good 

-Conversion  10 0.913 Excellent 

-Application  13 0.943 Excellent 

Market Orientation 19 0.959 Excellent 

Hotel performance  5  0.915 Excellent  

  
Meanwhile for the ANOVA test, the P value for each variable shows significant results, which 
is less than 0.05 except for structures under knowledge structure as shown in the Table 2 
below. It seems that, regardless of the structure built or prepared by hotel management for 
staff knowledge, it is not related to market orientation.  

 
Table 2 
ANOVA 

Variable P Value Result 

Knowldge Infrastucture:   

-Organizational culture  0.018 Significant 

-Structure  0.156 Not   significant          

-Technology  0.028 Significant 

Knowlege Process   

-Acquisition 0.024 Significant 

-Conversion  0.003 Significant 

-Application  0.001 Significant 

 
Mediation 
A mediator variable occurs when it intervenes between other related constructs. In this study, 
market orientation shows relationships to mediate between knowledge management and 
hotel performance (as shown in Table 3).  However, mediating effects for the relationship 
between knowledge infrastructure and hotel management is still not significant. Meanwhile, 
with mediation, the result shows lower P value compared with direct relationship between 
these two variables.  
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Table 3 
Mediating Analysis 

Variables Original Sample 
(O) 

Sample 
Mean 
(M) 

Standard 
Deviation 
(STDEV) 

T Statistics 
([O/STDEV]) 

P Values 

Knowledge 
Infra -> Hotel 
Performance  

0.230       0.231 0.120 1.922 0.055 

Knowledge 
Process -> Hotel 
Performance 

0.603 0.597 0.150 4.024 0.000 

Knowledge 
Infra-> Market 
Orientation-> 
Hotel 
Performance 

0.185 0.200 0.092 2.011 0.045 

Knowledge 
Process-> 
Market 
Orientation-> 
Hotel 
Performance 

0.366 0.368 0.084 4.354 0.000 

 
Hypotheses Testing 
The research hypotheses results were based on the formula from Structural Equation 
Modelling (SEM). The mixed results appear for these four hypotheses. There is a positive and 
significant relationship between knowledge processes and hotel performance. Meanwhile, 
the relationship between knowledge infrastructures and hotel performance shows different 
results, with no relationship between these two variables. The same scenario applies to 
market orientation as mediator, whereby it is not significant between knowledge 
infrastructure and hotel performance.  For the last hypothesis, which is to test the 
relationship between the knowledge process and hotel management and mediated by market 
orientation, the results shown were positive. 
 
Conclusion 
There are mixed results for the relationship between knowledge management capabilities 
and market orientation as well as market orientation and hotel performance. However, the 
mediating test shows differently. Market orientation positively mediates between knowledge 
process and hotel performance. Another scenario is where the results for market orientation 
as mediator is not supported between the relationships of knowledge infrastructure and hotel 
performance. It proves that the knowledge process is still important to hotels specifically and 
the service industry in general to keep them up-to-date with the current market and trends 
to ensure they can perform better. Hoteliers must provide an adequate knowledge process 
to their employees and ensure their staffs are at ease to generate, disseminate, and apply the 
knowledge provided for them. Once they are well-equipped with knowledge, management 
and staff will be ready to serve their guests confidently with the latest information and market 
trends, as well as compete with other competitors fairly.   
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According to the results, knowledge infrastructure such as latest technologies, and structure 
in the hotel might not be so important in entertaining their guests. For them, as long as they 
have been provided with knowledge regardless of not updating the organization’s knowledge 
infrastructure, the management and their staff can still enjoy their services and contribute to 
the hotel performance.  

 
However, there were some limitations of this research. Firstly, the research involved three to 
five-star hotels only. Therefore, it does not represent the whole hotel industry. Second, the 
sample was taken from one country, Malaysia, and over a particular period of time. Another 
limitation was from the data collection method used, which was purposive sampling. Initially, 
this sampling was chosen to collect the data due to slow responses from the target 
respondents at the initial stage, where simple random was chosen. This method of sampling 
could therefore be biased to the results as shown above.   

 
Therefore, for future research, firstly another perspective, either in knowledge management 
or market orientation needs to be developed. Secondly, hotel performance can be measured 
by two perspectives, namely financial and non-financial performances to ensure more solid 
research. Another point to ponder is research focus on the types of hotels, which can give 
more reliable results compared to general hotel operators.  
 
Contributions 
In the hotel industry, financial perspectives is usually being used to measure hotel 
performance. Also, past research in the area of knowledge management capabilities and 
organizational effectiveness do not focus on market orientation. Therefore, this research fill 
in the gaps by measuring hotel performance using non-financial perspectives. Additionally, 
this research also add on market orientation as a mediator. The positive result of mediating 
effects will certainly add knowledge and contribute to the future research as well. 
In practical perspectives, hotel managers of three-star to five-star hotels in Malaysia may 
apply the result of this research to improve the measurement of their hotel performance. For 
example, in measuring their hotel performance, hotel managers need to look into hotel’s 
characteristics (i.e. market orientation). Besides of that, hotel managers usually measure 
hotel performance using financial performance only. Now, based on this research, hotel 
managers may consider to measure their hotel performance based on both financial and non-
financial measurement approaches.  
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