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Abstract
Nowadays, SME have a very strategic role. The SME have a large potential in driving the economy
and become the source of income which improves the welfare of the people. Thus, it is very important
for the government to provide attention to the SME. However, the textile SME in Bali have
experienced a fluctuation in business performance. The cause is that the business strategy is not
optimal yet. This research has an aim to determine the influence of market orientation on business
performance mediated by the differentiation and innovation strategy of the textile SME in Bali. The
research is conducted on the textile industry in Bali with a total of 60 units. The total population
sampling technique is used, which means that the entire population is included as the sample. The
respondents are the entrepreneurs or owners of the textile businesses distributed in the 9
regencies/cities in Bali. The data analysis technique used is the SEM based on the PLS (Partial Least
Square). The research result shows that market orientation has a positive and significant influence on
business performance, differentiation and innovation strategy. Differentiation strategy has a positive
and significant influence on business performance. Innovation strategy has a positive and significant
influence on business performance. The differentiation and innovation strategy variable is able to
partially mediate the relationship between market orientation and business performance.
Keyword : Market Orientation, Differentiation Strategy, Innovation Strategy and Business
Performance
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1. Introduction
In general, t is very important for the government to provide attention for the SME because of the
SME have a large potential in driving the economy and becoming the income source to improve the
welfare of the people. The performance of SME in Bali has fluctuated from 2012 until 2016 with an
average increase of 8,54% (Dinas Perindustrian dan Perdagangan Provinsi Bali, 2016) but has also
experienced a drastic fall in 2015 at a magnitude of 15,73%. Among the affected SME are the textile
industry SME.
One of the cause of the fall in performance is the high competition, thus it is important for marketers
to perform market orientation. Market orientation is the firm’s culture in providing customer value
to customers, which is expected to improve business performance. Business performance is the firm’s
performance which is measured using sales volume, market share and financial performance (Al‐
Rfou, 2012 and Guo, 2002). There are some studies that have reviewed the relationship between
market orientation and firm performance (Lin et al., 2008, Nasution et al., 2011 and Alam, 2013) and
showed that market orientation, which includes competitor orientation, customer orientation, and
coordination between functional, has a positive and significant influence on company performance.
However, Han et al. (1998) stated that market orientation has a positive and insignificant influence
on performance. To fill in this research gap, there is a need to add the differentiation and innovation
strategy variable to improve the business performance of the SME.
In addition to market orientation, innovation and differentiation are also firm strategies used to
improve business performance. Innovation strategy is the ability of the firm to discover new ideas in
providing innovative products. The influence of innovation strategy on business performance has
been studied by other researchers, among others, Hult et al., 2004, Hilmi et al., 2010, Rhee et al., 2010,
who revealed that innovation has a positive and significant influence on business performance.
Differentiation is among the important alternative strategies in improving business performance. For
the textile SME, differentiation can be conducted by offering unique, competitive and advanced
products. Research regarding the influence of differentiation on business performance have been
conducted by several researchers, among others Destyanti (2007), Tampi (2015) Haksama (2014), and
Setiawan (2016), that have found that differentiation has a positive and significant influence on
business performance. Based on the discussions above, it is important to examine the role of
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differentiation and innovation strategy in mediating the relationship between market orientation and
business performance.

2. Literature Review
2.1 Market Orientation
Market orientation is an effective and efficient organizational culture to create the behaviors needed
to create superior value for buyers and superior performance for the company. Market orientation is
a corporate culture that can lead to increased marketing performance (Kohli and Jaworski, 1990: 18).
Narver and Slater (1990: 21) define market orientation as the organizational culture that is most
effective in creating important behaviors for the creation of superior value for buyers and
performance in business. Market orientation is based on the performance of a company, this
performance is based on the results of evaluations and reviews from the company on what has been
done by the company (Tjiptono, 2008: 104). Narver and Slater (1990: 21‐22) say that market orientation
consists of 3 components of behavior namely customer orientation, competitor orientation and
interfungional coordination.
Customer orientation and competitor orientation including all of its activities are involved in
obtaining information about buyers and competitors in the intended market and disseminating
through business, while interfunctional coordination is based on customer information and
competitors and consists of coordinated business ventures. Based on a review of various literatures
on market orientation theories, it can be said that market orientation is very important as a corporate
culture that places the market as the key to the survival of the company. Therefore, to maintain the
companyʹs growth rate in the midst of intense competition, the market must be managed optimally
with systematic efforts and information on customer needs so as to provide satisfaction to customers.
The characteristics and background of the customer need to be identified more deeply so that
anticipation of the market can be done well. In particular, companies must serve well and be
responsive to the demands of customers and competitors. Based on this, market orientation is seen
as a corporate culture that has a customer orientation, competitor orientation, and coordination
between functions.
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2.2 Customer Orientation
Customer orientation (customer orientation) is the highest priority in terms of providing superior
values to customers in research conducted assuming customer orientation is the most fundamental
thing for the company. Customers are the most important side of the company to determine customer
orientation.
Customer orientation (customer orientation) can also be interpreted as an understanding of the target
for the buyer that covers all the value of the buyer chain, both what is needed now and the needs in
the future. Understanding like this can be used as a basis for sellers to understand who their potential
customers are and know their desires in the present and in the future.
Competitive Orientation (competitor orientation)

Competitor orientation means that the company

understands the short‐term strengths, weaknesses, long‐term capabilities, and strategies of its
potential competitors (Never and Slater, 1990). Competitor‐oriented companies are often seen as
companies that have strategies and understand how to obtain and share information about
competitors, how to respond to competitors ʹactions, and also how top management responds to
competitorsʹ strategies (Jaworski and Kohli, 1993). Orientation to competitors can be assumed that
salespeople will attempt to gather information about competitors and share that information with
other functions within the company, for example to the research and product development division
or discuss with company leaders how competitor strengths and strategies are developed (Ferdinand,
2000)
2.3 Interfunctional coordination
Interfunctional coordination identifies the capabilities needed by the organization in order to form a
value chain which includes the main activities and supporting activities (Zhou et al., 2005).
Coordination between functions within the organization must be directed towards understanding
customer needs by providing the best value compared to its competitors so that customers get
satisfaction. The company must have the ability to integrate all functions to be able to work together
to present the best value for its customers. Business Performance Business performance is a factor
commonly used to measure the impact of a companyʹs strategy. The companyʹs strategy is always
directed to produce good performance in the form of marketing performance and financial
performance (Ferdinand, 2000). Marketing performance is one concept that can measure market
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performance of a product. The company can see its performance both internally and externally that
can be known from the market achievements of its products. Externally, an increase in company
performance can be done using a market oriented approach. This is to be able to understand market
needs, desires and demands.

2.4 Business Performance
Business performance is a general factor used to measure the impact of a firm strategy. The
company’s strategy will always be directed towards good performance results in the form of
marketing performance or financial performance (Ferdinand, 2000). Marketing performance is
among the concepts that can measure the market achievements of a product. Companies may assess
their internal or external performance by determining the market achievement of their products.
Externally, company performance can be improved by using market‐oriented approaches. This is to
understand the needs, wants, and demand of the market. Market orientation has an important role
in improving the company’s performance.

2.5 Differentiation Strategy
To avoid the trap of commodity, marketers must start with the belief that they can differentiate
anything. According to Kotler and Keller (2012), the dimensions used by companies to differentiate
their market offers are: product differentiation, personnel differentiation, distribution differentiation,
and image differentiation.

2.6 Innovation Strategy
Innovation refers to the ability of an organization in adopting or implementing new ideas, process,
or successful products (Nasution et al., 2011). Innovation is also related to breakthroughs of new
products and ideas or processes. Innovation allows the acceptance of new ideas as a cultural aspect,
and the attempt to search for new ways to perform operational activities. Innovation produces
creative ideas related to operational methods. Companies are demanded to be able to create new
insights, new ideas, offer innovative products, and improve services which will satisfy customers.
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According to Hilmi (2010), innovation is the change in the method to conduct business, making it
more effective by changing the organizational structure, policies, work method, and production
procedure, to make costing and marketing of a product or service become more effective. Innovation
also includes changes that affect policies, resource allocation, and other factors related to the social
structure of the organization. Innovation is more of an organizational culture aspect which reflects
the level of acceptance towards new ideas, reward workers with new ideas, learning ability, and
implementation or actualization of the ideas (Rhee et al., 2010).

3. Hypothesis
3. 1 The Influence of Market Orientation on Business Performance
Market orientation has a purpose to determine the direction and provide information regarding the
market to create superior value for customers. Market orientation influences market performance,
especially for service companies such as five star hotels. Companies must be more sensitive to the
market condition in order to provide the best quality for their customers.
For industries in the service sector, service quality becomes an important matter which must be given
attention. According to Tjiptono (2008: 30), the definition of service quality is focused on the effort to
fulfill the needs and wants of customers and the accuracy of its execution in meeting customer
expectations.
Pribadiyanto et al. (2004) stated that an increase in the company’s market orientation, which is
reflected in customer orientation, distribution of market information and interfunctional
coordination, will have a positive influence on the service quality of the company. The studies by
Baker and Sinkula (1999), Lin et al. (2008), Nasution et al. (2011) and Alam (2013) stated that market
orientation has a significant relationship with firm performance. From these research results, the
hypothesis is formulated as follows:
H1: Market orientation has a positive and significant influence on business performance
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3.2 The Influence of Market Orientation on Differentiation Strategy
Market orientation is the measurement of behavior and activity which reflects the implementation of
the marketing concepts (Tjiptono and Chandra, 2012). The marketing concept and market orientation
is viewed as one of the main marketing management focuses. If the marketing concept is viewed as
a philosophy positioned as one of the main parts of the firm culture, market orientation can be viewed
as the implementation of the marketing concepts. Thus, organizations with market orientation are
organizations that consistently implement the marketing concepts (Kohli and Jaworski, 1990).
Meanwhile, Narver and Slater (1990) defined market orientation as the most effective and efficient
organizational culture in forming the behaviors needed to create superior value for the buyers and
produce superior performance for the company.
H2: Market orientation has a positive and significant influence on differentiation strategy.

3.3 The Influence of Market Orientation on Innovation Strategy
Related with the relationship between market orientation and innovation, O’Cass and Ngo (2011)
found that market orientation has an influence on the company’s innovation. Furthermore, Baker and
Sinkula (1999) stated that market orientation is needed to create an optimal environment for
innovation. Mavondo et al., (2005) identified innovation as the consequence of market orientation.
Nasution et al. (2011) and Rahab (2012) added that by integrating market orientation, companies will
be able to increase innovation. This means that having a deep understanding of the needs of
customers will allow the organization to improve their innovation culture. Based on the reviews
above, the hypothesis proposed is as follows:
H3: Market orientation has a positive and significant influence on innovation strategy

3.4 The Influence of Differentiation Strategy on Business Performance
Destyanti’s (2007) research results showed that the differentiation strategy implemented by
Telkomsel Limited Company was able to increase their business performance, in which the number
of customers and revenue increased. Kotler and Keller (2012) stated that differentiation strategy
which consists of product differentiation, price differentiation, distribution differentiation and image
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differentiation is able to improve firm performance. Tampi (2015), Haksama (2014), and Setiawan
(2016) stated that differentiation strategy has a positive and significant influence on business
performance. Thus, the hypothesis proposed is as follows:
H4: Differentiation Strategy has a positive and significant influence on business performance

3.5 The Influence of Innovation Strategy on Business Performance
Innovation is the ability of organizations to adopt new ideas, products and services. When companies
frequently try new ideas, the company will be more able to provide innovative products, which will
result in sales volume growth, asset growth, and market share growth (Ndubisi and Iftikhar, 2012).
Thus, the increase in the firm’s ability to perform innovation will result in an increase in business
performance. There are several studies that show that innovation has a positive and significant
influence on business performance (Hult et al., 2004, Hilmi et al., 2010 and Rhee et al., 2010). Based
on previous research results, the hypothesis formulated is as follows:
H5: Innovation strategy has a positive and significant influence on business performance

3.6 The Role of Differentiation Strategy in Mediating the Relationship between Market
Orientation and Business Performance
Market orientation has a positive and significant influence on differentiation strategy (Kohli and
Jaworski, 1990, and Narver and Slater, 1990). Differentiation has a positive and significant influence
on business performance (Destyanti, 2007, Kotler and Keller, 2012). Thus, the research hypothesis
formulated is:
H6: Differentiation strategy is able to mediate the relationship between market orientation and
business performance
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3.7 The Role of Innovation Strategy in Mediating the Relationship between Market Orientation
and Business Performance
Market orientation has a positive and significant influence on innovation strategy (Baker and
Sinkula,1999; Mavondo et al., 2005 ; Nasution et al.,2011 and Rahab, 2012). While innovation has a
positive and significant influence on business performance (Hilmi et al., 2010 and Rhee et al., 2010).
Thus, the research hypothesis formulated is:
H7: Innovation strategy is able to mediate the relationship between market orientation and
business performance

The conceptual framework of this research is presented in Figure 1 below.

Differentiation
(Y1)

H2

H4

H1
Market
Orientation
(X1)

Business
performance
(Y3)

H6
H7

H3

Innovation
(Y2)

Figure 1. Conceptual Framework
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4. Research Method
This research was conducted on textile industry SMEs in Bali Province. The object of this research is
the role of innovation and differentiation in mediating the relationship between market orientation
and business performance in textile industry SMEs in Bali. Population and Sample The study
population was the textile industry SMEs in Bali, which amounted to 60 business units. The sample
size in this study was 60 entrepreneurs of textile industry SMEs. This sample size is representative
because according to Ghozali (2006), PLS analysis requirements indicate that the number of samples
taken does not have to be large. Likewise Solimun (2010) states that in PLS analysis the sample is not
critical, as a benchmark sample size in PLS: 1) ten times the number of formative indicators (ignoring
reflexive indicators), 2) ten times the number of structural paths (structural paths) in inner model and
3) small samples 30‐50 or large samples of more than 200. The sampling technique uses random
sampling, which is the census, where all populations are made as respondents.

4.1 Data Collection and Data Measurement
This study used interviews, namely conducting interviews with the owners of SMEs in the textile
industry in Bali which were conducted using a questionnaire. The observation method is direct
observation to the textile industry SMEs to find out the strategies applied in anticipating competition
with modern retail. In this study using a Likert Scale. There are four variables in this study, namely,
market orientation, differentiation strategies, innovation strategies, and business performance.
Measurement of market orientation variables using ten indicators adopted from Utamningsih (2016),
differentiation strategy variables using four indicators adopted from Kotler and Keller (2012),
innovation strategy variables using three indicators adopted from Lin et al. (2012), as well as business
performance variables using four indicators adopted from Al‐Rfou (2012) and Guo (2002) that have
been adapted to the object of research
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5. Results
5.1 Data analysis technique
This study uses SEM analysis techniques based on component or variance, namely PLS (Partial Least
Square).

Table 1. PLS Validity and Reliability Test
Composit

Outer
Loading

Variables and the Indicators

AVE

e

Cronbach

*)

Reability

Alpha **)

*)

**)

Market Orientation
The company tries to listen to customers’

0,871

opinion. (X1.1)
The company tries to understand the needs

0,844

and wants of customers (X1.2)
The

company

focuses

on

customer

0,791

The company tries to be focused on providing

0,815

commitment (X1.3)

customer satisfaction as a business strategy
(X1.4)
Focus on determining target customers. (X1.5)

0,870

The sales workers try to collect information

0,780

related to competitors. (X1.6)
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The company shares information related to

0,835

their competitors. (X1.7)
Integrates all functions (X1.8)
Cooperative

culture

exists

0,847
between

all

0,847

divisions within the company to create value‐
added (X1.9)
The

company

emphasizes

on

good

0,785

The company has product differentiation.

0,862

communications. (X1.10)
Differentiation Strategy

(Y1.1)
The firm has personnel differentiation (Y1.2)

0,826

The company has service differentiation.

0,908

(Y1.3)
The company has image differentiation (Y1.4)

0,734

0,917

0,847

0,820

0,932

0,879

0,826

Innovation Strategy
The company offers more innovative products

0,910

to customers (Y2.1)
The company performs modification on the

0,868

products offered to customers (Y2.2)
The company offers unique products that are
not offered by competitors (Y2.3)
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Business Performance
The company’s sales growth increased over

0,868

the last five years. (Y3.1)
The

company’s

profit

growth

achieved

0,831

increased over the last five years. (Y3.2)
Maintaining customer satisfaction from the

0,744

0,921

0,862

0,859

company’s service. (Y3.3)
Maintaining the quality of textile products

0,891

offered to be better than competitors (Y3.4)
Source: Processed data results, 2018
Note: *) indicators are valid if the outer loadings and the AVE > 0,50
**) indicators are reliable if the composite reliability and Cronbach alpha > 0,70

Table 2. The Results of the Hypothesis Test using the Partial Least Square
Relationship Between

Path

Variables

Coefficient

Differentiation Strategy 

t‐statistics

Description

0,324

2,254

Significant

0,307

2,404

Significant

0,872

32,067

Significant

Business Performance
Innovation

Strategy



Business Performance
Market

Orientation

Differentiation Strategy
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Market

Orientation



Innovation Strategy
Market

Orientation

0,802

20,694

Significant

0,838

20,468

Significant



Business Performance
Source: Processed data results, 2018

Table 3. The Path Coefficient Results using the PLS Method
Original

Standard

Standard

Sample

Deviation

Error

(O)

Mean (M)

(STDEV)

(STERR)

0,324

0,311

0,144

0,144

0,307

0,317

0,128

0,128

0,872

0,873

0,027

0,027

0,802

0,809

0,039

0,039

0,838

0,846

0,041

0,041

Sample

Differentiation Strategy 
Business Performance
Innovation

Strategy



Business Performance
Market

Orientation



Differentiation Strategy
Market

Orientation



Innovation Strategy
Market

Orientation

Business Performance



Source: Processed data results, 2018
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6. Discussion
6.1 Market orientation has a positive influence on business performance
The hypothesis test using the PLS approach for the direct influence of market orientation on business
performance produced a path coefficient value of 0,838 and a t‐statistics of 20,468. From the results,
the t‐statistics value is greater than 1,960 (t‐table). Thus, it can be concluded that hypothesis 1 which
states that market orientation has a positive and significant influence on business performance is
accepted. This means that with a greater degree of market orientation, there will be an increase in the
business performance of the company, vice versa.
This research result is in line with the research conducted by Pribadiyanto and Utami (2004), the
study by Baker and Sinkula (1999), Lin et al. (2008), Nasution et al. (2011) and Alam (2013) which
state that a greater degree of market orientation, reflected from customer orientation, sharing of
market information, and interfunctional coordination, will positively influence the company’s service
quality. Likewise, the research conducted by Baker and Sinkula (1999) stated that market orientation
has a significant relationship with company performance.

6.2 Market orientation has a positive influence on differentiation strategy.
The hypothesis test using the PLS approach regarding the direct influence of market orientation on
differentiation strategy produced a path coefficient value of 0,872 and a t‐statistics of 32,067. From
this results, the t‐statistics is known to be greater than 1,960 (t‐table). Thus, it can be concluded that
hypothesis 2, which states that market orientation has a positive and significant influence on
differentiation strategy is accepted. This means that a greater degree of market orientation will result
in the improvement of the differentiation strategy implemented by the company.
This research result is in line with the research regarding the influence of market orientation on
differentiation strategy conducted by Narver and Slater (1990), which stated that market orientation
is the most effective and efficient organizational culture in forming the behaviors needed to create
superior value for buyers and produce superior performance for the company. Likewise, the research
conducted by Tjiptono and Chandra (2012) also stated that market orientation has a positive and
significant influence on differentiation strategy.
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6.3 Market orientation has an influence on innovation strategy
The hypothesis test using the PLS approach, regarding the direct influence of market orientation on
innovation strategy, produced a path coefficient value of 0,802 and a t‐statistics of 20,964. From this
results, the t‐statistics is known to be greater than 1,960 (t‐table). Thus, it can be concluded that
hypothesis 3, which states that market orientation has a positive and significant influence on
innovation strategy, is accepted. This means that as the company becomes more oriented towards
customers, the better the innovation strategy implemented by the company.
This result is in line with the research conducted by Nasution et al. (2011) and Rahab (2012) which
stated that by integrating market orientation, innovation will improve. This means that having a
deeper understanding of customer needs will allow the organization to improve their innovation
culture. Mavondo et al. (2005) also identified innovation as the consequence of market orientation.

6.4 The influence of differentiation strategy on business performance
The hypothesis test using the PLS approach, regarding the direct influence of differentiation strategy
on business performance, produced a path coefficient value of 0,324 and a t‐statistics of 2,254. From
this result, the t‐statistics is known to be greater than 1,960 (t‐table). Thus, it can be concluded that
hypothesis 4 which states that differentiation strategy has a positive and significant influence on
business performance is supported. This means the better the differentiation strategy implemented
in the company, the higher the business performance of that company.
This research result is consistent with the research conducted by Destyanti (2007) and Tampi (2015)
which stated that differentiation strategy has a positive and significant influence on the business
performance of Telkomsel. Kotler and Keller (2012) stated that differentiation strategy which
comprises product differentiation, price differentiation, distribution differentiation, and image
differentiation, is able to improve their business performance.
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6.5 The influence of innovation strategy on business performance
The hypothesis test using the PLS approach, regarding the direct influence of innovation strategy on
business performance, produced a path coefficient value of 0,307 and a t‐statistics of 2,404. From this
result, the t‐statistics is known to be greater than 1,960 (t‐table). Thus, it can be concluded that
hypothesis 5 which states that innovation strategy has a positive and significant influence on business
performance is accepted. This means the better the innovation strategy, the higher the business
performance of the company. This result is in line with the research conducted by Hilmi et al. (2010)
and Rhee et al. (2010) that showed that innovation has a positive and significant influence on business
performance.

6.6 The Role of Differentiation Strategy and Innovation Strategy in Mediating the Influence of
Market Orientation on Business Performance
An intervening variable is a variable that influences the relationship between the predictor
(independent) and the criterion/ dependent variable (Ghozali, 2005). The test is conducted using the
procedure developed by Sobel (1982). The Sobel test is conducted by examining the indirect influence
of X on Y through M, calculated by multiplying the path coefficient of X → M (a) with the path
coefficient of X → M (b) or ab. The coefficient ab = (c – c1), in which c is the influence of X on Y without
controlling M, while c1 is the coefficient of the influence of X on Y after controlling M.
The standard error coefficient of a and b is written as Sa and Sb, while the indirect effect standard
error, Sab is calculated using the following formula:
𝑏 𝑆𝑎

𝑆𝑎𝑏

𝑎 𝑆

𝑆𝑎 𝑆𝑏

To test the significance of the indirect influence, the t‐value of the ab coefficient is calculated using
the following formula:
𝑡

𝑎𝑏
𝑆𝑎𝑏

The t‐calculated value is compared with the t‐table, and if the t‐calculated is greater than the t‐table
value (> 1,96), it can be concluded that the mediation effect is significant.
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6.7 The Role of Differentiation Strategy in Mediating the Influence of Market Orientation on
Business Performance
To examine the relationship between the intervening variable and the dependent variable, the Sobel
test is used. The Sobel test result shows that the t value is 5,391 which is greater than 1,96. This means
that the mediation parameter is significant. Thus, the model in which differentiation strategy
mediates the influence of market orientation on business performance is accepted. This is consistent
with the research conducted by Destyanti (2007) and Tampi (2015) in which market orientation has a
positive and significant influence on differentiation strategy, while differentiation strategy has a
positive and significant influence on business performance.

6.8 The role of innovation strategy in mediating the influence of market orientation on business
performance
To examine the relationship between the intervening variable and the dependent variable, the Sobel
test is used. The Sobel test result shows that the t value = 4,884 which is greater than 1,96. This means
that the mediation parameter is significant. Thus, the model in which innovation strategy mediates
the influence of market orientation on business performance is accepted. This result is in line with
the research conducted by Nasution et al. (2011) and Rhee et al. (2010) which stated that market
orientation has a positive and significant influence on innovation strategy, while innovation strategy
has a positive and significant influence on business performance.

7. Research Implications
7.1 Practical Implications
It is advisable for textile SME owners in Bali to try to listen to customer opinions, have service
differentiation, offer unique products not provided by competitors, and maintain the quality of textile
products offered in order to retain customer trust and loyalty towards the company.
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7.2 Theoretical Implications
This research clarifies the relationship between market orientation, differentiation strategy,
innovation strategy, and the business performance variable which is applicable to the textile SME in
Bali. The study also enriches the literature in the fields of business strategy.

8. Conclusions and Recommendation
Based on the discussions of the research results, it can be concluded that: 1) Market orientation has a
positive and significant influence on business performance. 2) Market orientation has a positive and
significant influence on differentiation strategy. 3) Market orientation has a positive and significant
influence on innovation strategy. 4) Differentiation strategy has a positive and significant influence
on business performance. 5) Innovation strategy has a positive and significant influence on business
performance. 6) Differentiation strategy is able to partially mediate the relationship between market
orientation and business performance. 7) Innovation strategy is able to partially mediate the
relationship between market orientation and business performance.
The recommendations from this research are: 1) Textile SME should always try to collect information
related to competitors, such as what products are salable in the market, the price of each product and
the distribution channel, 2) textile SME must conduct personnel differentiation, such as having
trained workers in order to compete well with other textile SME in Bali, 3) textile SME are expected
to make modifications on the products they offer to customers in order to increase the profit gained
by the company.
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