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ABSTRACT 

The purpose of this research is to analyze and prove the influence of service 

quality and entrepreneurship orientation to competitive advantage and 

marketing performance and to analyze and prove the influence of competitive 

advantage to marketing performance of public market in East Java Province. 

The object of this research is the whole market unit of public in East Java 

Province spread over 6 regencies and  cities in East Java Province amounting 

to 335 units of public market. The unit of analysis in this research is a 

revitalized public market that is 67 public market in East Java Province. While 

the observation unit is a trader or tenant of public market stand in East Java 

Province. The number of public market traders in the market that has been 

revitalized today is 25,000. In this study, researchers measured the marketing 

performance of Public market in East Java Province based on the perception 

of the trader or tenant stand, so the measure of marketing performance is 

perceptual. The sample used is 190 merchants. The number is spread across 

67 units of the public market in East Java Province. The model to be used in 

this research is the model of causality or relationship. To test the proposed 

hypothesis, the analysis technique uses SEM (Structural Equation Modeling), 

with AMOS statistic software. The results of hypothesis testing: Service 

quality and entrepreneurship orientation significantly influence the 

competitive advantage of the market public in East Java Province. Service 

quality not significantly influence the marketing performance of public 

market in East Java Province, while the orientation of entrepreneurship has 

not significant effect on marketing performance of public market in East Java 

Province. Competitive advantage significantly influence the marketing 

performance of public market in East Java Province 

Keywords: Service Quality, Entrepreneurship Orientation, Competitive  

                Advantage, Marketing Performance  
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INTRODUCTION 

Along with the rapid development of modern market, the existence of the 

public market gradually began to be threatened. Comparison of growth of the public 

market in Indonesia continues to decline. Growth for the public market minus 8.1 

percent while the modern market grew 31.4 percent. Whereas the public's market 

has a small contribution to Revenue Original Regions. Besides, it also protects the 

interests of many public. 
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At this time the public's market is physically relatively worse getting 

abandoned by buyers. Buyers are beginning to shift in modern markets like 

hypermarkets, supermarkets, and others, which grow as a fulfillment of the 

lifestyles of modernity, where shopping needs to convert into leisure and 

entertainment activities. Coupled with the condition of the building is relatively 

much better, neat, comfortable, safe and economical situation of the price of goods 

offered by modern shopping centers is also cheaper than the public's market, 

because the distribution system better. 

The policy of the government and local government in revitalizing the 

public's market is still more emphasis on the physical improvement of market 

buildings. It is rarely accompanied by institutional development such as developing 

the organization, managers and market builders of the public, including the 

development of market management systems and human resources involved as well 

as market traders. 

Avoiding the failure of the public's market revitalization program, at the 

time of development planning it is necessary to think about the market capacity to 

be built in accordance with the number of existing traders, the possibility of 

increasing the number of existing traders, and the number and segment of 

consumers who will shop in those markets. Often there are many complaints from 

traders who have been trading since in the old market, when moving to a market 

that has been renovated tenant sizes and stalls obtained to be reduced or smaller on 

the grounds that many new traders to be accommodated. This condition is the 

reason for traders to organize their merchandise to soar outside the stalls from the 

permitted limits. As a result, the hallway in the market stalls becomes narrow and 

uncomfortable for buyers passing by in the market. The revitalization policy is also 

not so helpful for small economic factors because the implementation only 

emphasizes physical changes, such as the market must be clean, neat, comfortable, 

and not slums. 

The limitation of the managerial capability of the public's market manager 

affects the market condition in question, even this is one of the main causes of the 

attachment of the negative stigma that is now inherent in public's markets. Public's 

market development requires integrated effort, starting at the policy level up to the 

operational level. Development at the operational level is manifested in the form of 

foster management of market public and market traders as well as development of 

street vendors and their environment. Further problems that also need to be 

coaching is the order of parking, pedestrian place arrangement, and culinary 

tourism area. Linkage with other areas is often overlooked, so the problem handling 

is partial, the result is less than the maximum because it can not touch the root of 

the real problem. 

The rapid growth of malls, supermarkets and minimarkets in Indonesia 

should be feasible to imitate and motivate the market of public to improve the 

quality of physical and service management. The changes are expected to be 

attractive if the market is well managed, kept clean and trained traders, renovated 

without eliminating historical value, so that public remain or even more interested 

in shopping in the market public. Until finally the traders in these folk markets still 

get a chance to improve their lives through economic activities that do, not vice 

versa, eliminated by the Mall or any other form of modern markets. 

Ideal conditions expected from the existence of the public market is a 

bargaining atmosphere and market model that gives a unique feel of shopping at 
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the same time socializing and recreation. These nuances will be an attraction for 

tourists. The diversity of the public's market becomes an added value in an effort to 

attract tourists to come and visit the public's market. Development and development 

of the public market as part of tourism is also expected to open bigger business 

opportunities so that ultimately can improve the welfare of society. But the fact that 

there is, the diversity of the public market until now has not been utilized optimally 

as part and the carrying capacity for tourism (Suprihanto,2016). 

Public market as a government asset, for that need to make efforts 

improvement marketing performance. This can be done through enhancing the 

competitiveness that can be created through the creation of more innovative 

products, improved service quality, appropriate marketing mix strategy, 

entrepreneurial orientation and appropriate customer relationship management. 

When the marketing performance of the public market increases, it will have a 

positive impact on the survival of the public's market, so that the existence of the 

public's market can be maintained amid intense competition with the modern 

market. 

 

LITERATURE REVIEW  

Service Quality focused on fulfilling the needs and desires of consumers. 

According to Wyckof (in Lovelock,1999). that the service quality is the level of 

excellence expected and control over the level of excellence to meet customer 

desires. Parasuraman (1990) said there are two main factors that affect the quality 

of service / service that is expected service and perceived service if the services 

received in accordance with the expected quality of services perceived good or 

satisfactory. If the services received exceed customer expectations then the quality 

perceived ideal. The Quality of Service reflects the comparison between the level 

of service delivered by the managers or management of the Public's Market unit of 

Public market in East Java Province compared to customer expectations. 

Measurement of service quality using indicator in accordance with that 

proposed by Parasuraman et al in Fandy (2014) namely: Physical evidence 

(Tangibles), meaning the appearance of market stand building and other supporting 

facilities provided by Surya Surabaya market; Reliability, means the ability of the 

officer or market manager to provide services to the trader; Responsiveness 

meaning the alertness of the officers or market managers in providing services to 

traders or responding to problems faced by traders; Assurance, is knowledge, 

employee decency and ability officers to generate trust and confidence of traders; 

Empathy, is the willingness of officers or market managers to understand the 

difficulties of traders in each market unit. 

The entrepreneurship orientation plays an important role in improving 

business performance. Miller and Friesen (1982, 275) reveal that entrepreneurship 

orientation becomes an acceptable meaning to explain business performance. 

Meanwhile, according to Gosselin (2005: 169), that there is a significant 

relationship between the orientation of entrepreneurship established with the 

performance of the company. Porter (2008: 231) defines an entrepreneurial 

orientation as a corporate benefit strategy to be able to compete more effectively 

within the same market place. The entrepreneurial orientation refers to the 

processes, practices and decision-making undertaken by the management of the 

Public's Market unit in East Java Province, which has three aspects of 

entrepreneurship: always innovative; acting proactively and taking risks. 
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Measurement of entrepreneurship orientation, using indicators proposed by 

Lumpkin and Dess, (1996) are: Always innovative, meaning innovations made by 

market managers in providing services to traders; Acting proactively, meaning 

willingness and ability of officers or managers market to anticipate problems for 

traders; Dare to take risks, meaning the ability and courage of market managers to 

make decisions. 

Crown (2001: 45) that, competitive advantage is the development of the 

value that the company can create for its buyers. Augustine (1996: 38) competitive 

advantage, is something that allows a company to gain higher profits compared to 

the average profit gained by competitors in the industry. The stronger the 

advantages are, the higher the profits the company will gain and vice versa. So it 

can be concluded competitive advantage cannot be understood by looking at the 

company as a whole. The competitive advantage comes from many different 

activities the company does in designing, producing, marketing, delivering, 

supporting its products. Each activity can support the company's relative cost 

position and create the basis for differentiation. 

There are two basic competitive advantages, namely cost advantage and 

differentiation. Competitive advantage is at the heart of every competitive strategy 

as has been expressed by Crown (2001: 61), competitive advantage evolves from 

the value that the company creates for its buyers that exceeds the cost of the 

company in creating it. Value is what buyers are willing to pay. To achieve cost 

advantage, a company must be ready to become a low-cost producer in its industry. 

Companies must have a wide coverage and serve many segments, even operate 

within related industries. Sources of these advantages may include economic scale 

work, proprietary technology, access to raw materials and others. If a company can 

achieve and maintain a cost advantage, it will be a company with an average 

performance in the home industry able to control the price or near the industry 

average. In terms of differentiation, the company must be unique in its industry 

generally appreciated by the buyer, so the company is rewarded for its uniqueness. 

Differentiation is different for each industry and can generally be based on products, 

delivery systems, marketing approaches and others. The competitive advantage is 

the ability of the Public's Market market unit in East Java Province to achieve an 

economic profit above the profit that can be achieved by competitors in the market 

in the same industry and is the development of the value that can be created by the 

public market for its customers. 

Measuring competitive advantage, researchers used indicators in 

accordance with the theory of Treacy and Wiersma (1997), with the consideration 

that the environment situation developed very dynamically and the theory fits in a 

dynamic situation. The indicators are: Operational Excelence, meaning the cost 

efficiency and time of service provided by the market manager to the trader; 

Customer Intimacy, means the willingness and ability to understand the needs of 

the traders; Product Leadership, meaning the company creates superior and 

different products compared to competitors through innovation continously. 

Sales growth is a concept to measure the market performance of a product. 

Sales growth is a source of market share growth. Sales growth is used for all 

researchers as one of the market-forming performance variables. Market 

performance is part of marketing performance (Han, et al, 1998; 76) and (Permadi, 

1998; 81). Best in Abdul (2016, 89), market-based performance (market-based 

performance), as a measure of marketing performance refers to the external 
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conditions and markets in which the company operates. For example by 

incorporating market growth factors, competitive pricing, product quality against 

competitors, and customer satisfaction. The inability of the marketing manager to 

justify the costs incurred in contributing to an increase in corporate profits due to 

the difficulty of designing indicators to measure marketing performance. 

Executives are considered failing to design indicators quantitatively to measure 

marketing performance as performance indicators in financial function (Clark, 

2000, 57). 

Measurement of performance in question is to prove that marketing has a 

quantitative contribution to the level of profitability that has been achieved 

company, making it easier for policy makers in monitoring marketing programs. 

Performance measurement company is not enough to only use the internal financial 

parameters such as sales revenue, net profit and return on investment but need to 

include external factors and markets as a reference in measuring company 

performance as well as profitability factors. 

Marketing performance is a measure of achievement obtained by market 

units public of public market in East Java Province from the activities of the 

marketing process as a whole. Measurement of marketing performance in this case 

perceptually. This means that in the measurement of marketing performance, 

researchers analyze based on customer perceptions. This researchers do based on 

new developments in the theory of performance appraisal results in marketing 

activities. 

Measurement of marketing performance, researcher use indicator according 

to opinion Constantine et. al (2016) namely: Unit Sales, meaning the number of 

stand and los in each market unit sold; Perceived Quality, means the quality of 

services provided by market manager to the stand tenant trader; Satisfaction, 

meaning the satisfaction of the public market traders for the services provided by 

market manager; Customer Retention, which is to identify the trader's desire to 

survive trading in a market run by the public's market in East Java Province or 

measuring how long a trader tenants of market stands trade in the public's market. 

 

METHOD 

The object of this research is the whole market unit of public in East Java 

Province spread over 29 regencies and 9 cities in East Java Province amounting to 

335 units of public market. Of these 20% have been revitalized. So the unit of 

analysis in this research is a revitalized public market that is 67 public market in 

East Java Province. While the observation unit is a trader or tenant of community 

market stand in East Java Province.  

The number of public market traders in the market that has been revitalized 

today is 25,000. In this study, researchers measured the marketing performance of 

public market in East Java Province based on the perception of the trader or tenant 

stand, so the measure of marketing performance is perceptual. The sample used is 

190 merchants. The number is spread across 67 units of the public market in East 

Java Province. The model to be used in this research is the model of causality or 

relationship. To test the proposed hypothesis, the analysis technique uses SEM 

(Structural Equation Modeling), with AMOS statistic software (Ferdinand, 2014). 

 

RESULTS AND DISCUSSION 

RESULTS 
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The results of the calculations show that most of the goodness of fit criteria 

have not provided an index in accordance with the recommended. To further 

customize models built with data (empirical facts), modifications can be made. 

Modification of the model in SEM can be done through the help of modification 

index issued by AMOS software and also adapted to support the theory. The 

modified SEM model results are presented in Figure 1 below: 

 
FIGURE 1: MODIFICATION OF SEM MODEL 

 

The result of calculating the value of goodness of fit indexes produced by 

modification model is as follows: 

 

TABEL 1. VALUE OF GOODNESS OF FIT AND CUT OFF VALUE 

MODIFICATION MODELS 

Criteria Test Results Model Critical Values Description 

Probabilitas 

X2 Chi square 
0,018  0,05 Marginal fit 

Cmin/DF 1,359  2,00 Fit 

RMSEA 0,044  0,08 Fit 

GFI 0,929  0,90 Fit 

AGFI 0,894  0,90 Marginal fit 

TLI 0,954  0,90 Fit 

CFI 0,965  0,90 Fit 

 

TABEL 2 HYPOTHESIS TESTING THROUGH REGRESSION WEIGHT 

TEST 

Relationship of causality 
Std. 

Estimate 
C.R. 

P 

value 
Description 

Service Quality 

(X1) 
→ 

Competitive 

advantage (Z) 
0,465 3,545 0,000 Significant 
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Relationship of causality 
Std. 

Estimate 
C.R. 

P 

value 
Description 

Entrepreneurship 

orientation (X2) 
→ 

Competitive 

advantage (Z) 
0,431 4,054 0,000 Significant 

Service Quality 

(X1) 
→ 

Marketing 

performance (Y) 
0,229 1,855 0,064 Not significant 

Entrepreneurship 

orientation (X2) 
→ 

Marketing 

performance (Y) 
0,054 0,528 0,597 Not significant 

Competitive 

advantage (Z) 
→ 

Marketing 

performance (Y) 
0,569 3,166 0,002 Significant 

 

The results of the hypothesis testing are described in Figure 2, where the 

arrow line does not break showing the path of significant influence, while the 

dashed arrow line indicates the path of insignificant influence. 

 
FIGURE 2 PATH OF HYPOTHESIS TESTING RESULTS 

 

The results of hypothesis testing based on Figure 2 can be explained as 

follows:  

Service quality has significant effect to competitive advantage, besides 

competitive advantage also significant influence to marketing performance. 

Meanwhile, the service quality directly also affects marketing performance. Thus 

the quality of service can affect the marketing performance either directly or 

indirectly through the mediation of competitive advantage, so it can be said that the 

competitive advantage mediate partially (mediate mediation) influence the quality 

of service to marketing performance.  

The entrepreneurship orientation has a significant effect on the competitive 

advantage, besides the competitive advantage also affect the marketing 

performance. Meanwhile, direct entrepreneurial orientation does not affect 

marketing performance. Thus entrepreneurial orientation can only affect the 

marketing performance indirectly through the mediation of competitive advantage, 

so it can be said that the competitive advantage mediates fully (fully mediation) the 

influence of entrepreneurship orientation on marketing performance. 

 

DISCUSSION 
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1. The result of parameter estimation of service quality variable to competitive 

advantage also showed significant result with CR value 3,545 (greater than 

1,96) and p-value equal to 0.000 (less than 5%). The resulting coefficient of 

influence is 0.465 (positive), meaning the higher the quality of service then the 

competitive advantage is also higher. Thus, the first hypothesis which states 

that the quality of service has a significant effect on the advantages of 

competing traders or tenant booths in the Public's Market in East Java 

Province, acceptable (H1 accepted).  The service quality provided by the 

managers or management of the Public's Market unit in East Java Province is 

implemented through Tangible, Reliability, Responsiveness, Assurance and 

Empathy which have an impact on increasing the competitive advantage of the 

Market public in East Java Province. Physical evidence is implemented with 

the stand / los building made in accordance with the standard size of a 

particular space, plot or block is made with visitor access road in all directions. 

The vehicle parking of traders is available wide enough to meet the needs of 

the merchant's facilities and infrastructure. The element of Reliability is 

manifested by the management of the Public's Market unit in East Java 

Province with Lighting and air circulation is available enough, Standing 

arrangements / los already based on the type of merchandise. Responsiveness 

by community Market unit managers in East Java Province with market 

managers consistently serving traders friendly, Market officers consistently 

implement counter-measures fires are good. All ownership documents and 

stand / los tenants in this market are listed in the market office. All data on 

payment of merchant fees / other fees are recorded in the administration of the 

market office. Market managers consistently oversee the scales used for 

trading (orderly measuring), Responsible market officials with market hygiene 

and order issues, Market officers are responsive to market security problems. 

2. The result of parameter estimation of entrepreneurship orientation variable to 

competitive advantage also shows significant result with CR value 4,054 

(bigger than 1,96) and p-value equal to 0,001 (less than 5%). The resulting 

coefficient of effect is 0,431 (positive), meaning that the higher the 

entrepreneurship orientation, the higher the competitive advantage. Thus, the 

second hypothesis stating that the entrepreneurial orientation has a significant 

effect on the advantages of competing traders or renters of booths in the 

Public's Market in East Java Province, also acceptable (H2 accepted).  The 

entrepreneurship orientation is the process, practice and decision making done 

by the management of Public Market unit in East Java Province, with three 

aspects of approach, that is innovative, acting proactively and dare to take 

risks. Innovative that is explored through Market executives innovate to 

facilitate efficient ways of communicating with traders, Market managers 

make breakthroughs by facilitating landfills and waste treatment methods, 

Market managers innovating the way of online retribution and marketers 

always striving to promote well /intensive. This has an effect on increasing 

competitive advantage public market in East Java Province. 

3. The result of parameter estimation of service quality variable to marketing 

performance also shows significant result with CR value 1,855 (smaller than 

1,96) and p-value equal to 0.064 (greater than 5%). The resulting coefficient 

of effect is 0,229 (positive), meaning the higher the quality of service then the 

marketing performance is also high. Thus, the third hypothesis which states 
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that the quality of service not significant effect on the marketing performance 

of traders or renters of booths in the Public's Market in East Java Province, , 

rejected (H3 rejected). Quality of Service provided by management or 

management of public market implemented through Physical Evidence, 

Reliability, Responsiveness, Warranty and Attention able to improve 

marketing performance of Public Market in East Java Province. The physical 

evidence of the public's market is run by making the stand / los building is 

made in accordance with the standard size of a certain space, plot or block is 

made with visitor access road in all directions, Vehicle parking of traders is 

widely available so as to fulfill the needs of merchant facilities and 

infrastructure . 

4. The result of parameter estimation of entrepreneurship orientation variable on 

marketing performance showed insignificant result with CR value 0,528 

(smaller than 1,96) and p-value equal to 0,597 (greater than 5%). The resulting 

coefficient of effect is only 0,054 meaning that the higher the entrepreneurship 

orientation does not have a real impact on the improvement of marketing 

performance. Thus, the fourth hypothesis stating that the entrepreneurship 

orientation has not significant effect on the marketing performance of traders 

or renters of booths in the Public's Market in East Java Province, , rejected (H4 

rejected)The entrepreneurship orientation is the process, practice and decision 

making done by the management of Public Market unit in East Java Province, 

with three aspects of approach, that is innovative, acting proactively and dare 

to take risks. Innovative that is translated through market executives innovates 

to facilitate efficient ways of communicating with merchants. Market 

managers make breakthroughs by facilitating landfills and waste treatment 

methods. Market executives innovate the way of levy payment online and 

market management always try to do promotion well / intensive can not 

influence to marketing performance of public market in East Java Province. 

5. The result of parameter estimation of competitive advantage variable to 

marketing performance showed significant result with CR value of 3,166 

(greater than 1,96) and p-value was 0,002 (less than 5%). The resulting 

coefficient of influence is 0,569 (positive), meaning the higher the competitive 

advantage then the marketing performance is also high. Thus, the fifth 

hypothesis which states that the competitive advantage has a significant effect 

on the marketing performance of the trader or the booth tenant in the Public's 

Market in East Java Province is acceptable. Competitive advantage is the 

ability of units Market public in East Java Province to achieve economic 

benefits are elaborated through the cheap cost of the process of leasing the 

market, the ease of traders in communicating with market officers, the easy 

process of management, market officials strive maintain closeness with the 

traders, managers pay attention to the needs of facilities and infrastructure of 

traders can improve marketing performance in the Market public in East Java 

province with the number of stands and market stalls sold, not a lot of open 

space in this unused market, smooth service to traders about the process of 

arranging the lease/purchase of stands and stalls, good cleaning service and 

garbage handling, the service about parking system, good quality, the 

satisfaction of the merchant to the facilities provided in this market, as 

according to the trader's expectation. 
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CONCLUSION 

1. Service quality has a significant effect on competitive advantage of public's 

market in East Java Province. 

2. Entrepreneurship Orientation has a significant effect on competitive advantage 

in the public’s  market in East Java Province. 

3. Service Quality has no significant effect on marketing performance in the 

public’s market in East Java Province 

4. Entrepreneurship orientation has no significant effect on marketing 

performance in the public’s market in East Java Province 

5. Competitive advantage has a significant effect on marketing performance in the 

public’s market in East Java Province. 
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