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Bali is an area that relies on the tourism industry. The management of the
tourism industry cannot be separated from other sectors, such as the creative
industry. The creative industry is a supporter of economic growth in increasing
employment opportunities and reducing the low population in Indonesia.
Fashion and handicrafts are the mainstays of Bali's sub-sectors, with a
proportion of 18 percent and 15.4 percent, respectively. The ability of human
resources to express their creativity and skills plays an essential role in
improving the performance of the relevant SMEs. The purpose of this study
was to determine the position of entrepreneurial orientation development and
market orientation in enhancing performance and to determine efforts to
improve the performance of creative industry SMEs. The analysis technique
using multiple linear regression analysis assisted by the SPSS program. The
population in this study was the Creative Industry SMEs in the fashion and
handicraft sub-sector. The research sample was 40 respondents with the
sampling method using convenience sampling. The results of this study
indicate that entrepreneurial orientation does not have a significant effect on
improving performance.
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1 Introduction

Indonesia's economic growth in the last three years has increased from year to year. The Indonesian economy in 2016
grew by 5.02 percent, higher than the achievement in 2015, which was only 4.73 percent. In 2017 the Indonesian
economy grew by 5.06 percent, and in 2018 the Indonesian economy grew by 5.17 percent (www.bps.go.id, July 20,
2019). One of the sectors that affect Indonesia's economic growth is the Micro, Small, and Medium Enterprises sector,
commonly called SMEs. SMEs have played a role in the financial recovery process since the 1998 monetary crisis.
The existence of SMEs at that time can absorb labor and as a driver of economic growth.

The government has declared 2009 to be the year of the creative industry. The creative sector is believed to be a
driving force for the entire industry amid the threat of a slowdown in the economy due to the global crisis (Wicaksono
& Nuvriasari, 2012; Ghosh, 2016). The creative sector can have a positive impact in supporting economic growth,
increasing employment, and reducing the low population in Indonesia. The development of the creative sector towards
Gross Domestic Product (GDP) in Bali Province in 2016 reached 7.17 percent, the highest in Indonesia compared to
other provinces. Culinary, fashion and creative arts are Bali's mainstay sub-sectors with a proportion of 18 percent and
15.4 percent, respectively (nusabali.com, July 20, 2019).

Bali has the potential to develop the creative industry. As it is well known that Bali is a tourist destination for most
domestic and foreign tourists. Bali is an area that relies on the tourism industry. The creative sector is one of the
supporting factors for the tourism industry. Therefore it is necessary to increase the performance in this sector.
Improving the performance of the creative industry cannot be separated from the critical role of human resources.
Creative industry players are expected to know the entrepreneurial orientation and market orientation to improve the
performance of the creative industry concerned.

The main concern of this research is the improvement of the performance of SMEs through the development of
entrepreneurial orientation and market orientation. This study focused on Small and Medium Enterprises (SMES) in
Denpasar City. Version is one of the keys to exist in business competition. Entrepreneurial orientation is one of the
factors that affect performance. Entrepreneurial orientation (EO) refers to "The processes, practices, and decision-
making activities that lead to new entry" (Lumpkin & Dess, 1996). EO is revealed through firm-level characteristics
as summarized by Miller & Friesen (1983): "An entrepreneurial firm is one that engages in product-market innovation,
undertakes somewhat risky ventures, and is first to come up with ‘proactive’ innovations beating competitors to the
punch." (Wang, 2008).

Several previous studies have shown different results. Awang et al. (2009); Hassim et al. (2011); Mahmood &
Hanafi (2013), stated a positive relationship between entrepreneurial orientation and business performance. In contrast
to the research results of Aulia et al. (2019); Hatta (2015); Priatin et al. (2017), states that entrepreneurial orientation
does not affect marketing performance.

Apart from entrepreneurial orientation, it is also necessary to pay attention to market orientation. A market
orientation, as corporate culture, characterizes an organization's disposition to deliver superior value to its customers
continuously (Slater & Narver, 1994a). Several previous studies related to market orientation and performance gave
inconsistent results. Research from Chairani (2016), states that the market orientation of business actors can
significantly influence marketing performance. Elwisam & Lestari, (2019), show that market orientation has a positive
effect on marketing performance. Research from Hartini (2015), states that there is no relationship between market
orientation and company performance. This result is supported by the study of Solomon et al. (2016), who also stated
that market orientation (MO) is negatively related to SMEs.

Based on the background description and research gap above, the formulation of the problem in this study is
arranged as follows:

1) How is the influence of entrepreneurial orientation development in improving the performance of creative

industry SMEs in Denpasar City?

2) How is the influence of market orientation development in improving the performance of creative industry

SMEs in Denpasar City?

3) Which orientation has the most dominant influence on improving the performance of creative industry SMEs

in Denpasar City?

4) How are the efforts to improve the performance of creative industry SMEs in Denpasar City?
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Each entrepreneurial orientation dimension affected firm performance differently (Kreiser et al. 2002; Lumpkin &
Dess, 2001). Several studies have shown that entrepreneurial orientation affects company performance. Fairoz et al.
(2010), said that there were positive correlations among pro-activeness and entrepreneurial orientation with business
performance. This result is supported by Abebe (2014); Kajalo & Lindblom (2015); Lumpkin & Dess (1996) and Amin
et al. (2016), who found that there is a positive and significant relationship between entrepreneurial orientation and
performance (Susila & Suparna, 2016).

H1: Entrepreneurial orientation has a positive and significant effect on the performance of SMEs

Market orientation and market orientation indicators (market knowledge, consumer orientation, competitor orientation,
coordination with labor, and marketing implementation) had a significant and positive relationship to business
performance (Nurhayati et al., 2020). These results are supported by research by Kohli & Jaworski (1990); Pulendran
et al. (2000); Zhou et al. (2009); Morgan et al. (2009), which concluded that market orientation has a positive effect
on firm performance.

The consumer orientation is similar in definition to a "market orientation™ as defined by Kohli & Jaworski (1990)
because it begins and ends with the needs of the customer. For small firms, market orientation can also help to improve
performance (Souisa, 2018).

H2: Market orientation has a positive and significant effect on the performance of SMEs

2 Materials and Methods

The focus of this research is the understanding of market orientation and entrepreneurial orientation and their effects
on the performance of SMEs. The population in this study were SMEs (Lee & Peterson, 2000; Keh et al., 2007,
Avlonitis & Salavou, 2007). Creative Industry in the fashion and handicraft subsector. Convenience sampling is a
method of determining the sample and obtained 40 respondents from fashion and craft SMEs as the research sample.
We are collecting research data using a questionnaire method. The questionnaire contains 27 questions, where each
variable consists of 9 items. The questionnaire is addressed to the owners or managers of related SMEs. The analysis
technique using multiple linear regression analysis assisted by the SPSS program. The validity test and the instrument
test needs to be done before continuing the other investigation. It is essential to test research instruments to determine
whether the data in this study are valid and reliable.

The provision of an instrument is said to be valid if it has a Pearson Product Moment correlation coefficient (r)>0.3
with an alpha of 0.05 (Sugiyono, 2014). An instrument is reliable if it has an alpha coefficient () greater than 0.60
(Sugiyono, 2014). The normality test aims to test whether, in the regression model, the disturbing or residual variables
have a normal distribution. Multicollinearity test seeks to try whether the regression model found a correlation between
independent variables. The heteroscedasticity test aims to test whether the regression model occurs. This multiple
linear regression model is used to determine the effect of the dependent variable with two or more independent
variables.

The regression equation used is:
Y =a+blX1+h2X2+e

Notation:

Y = SMEs Performance

X1 = Entrepreneurial Orientation

X, = Market Orientation

b1 = Regression Coefficient of Entrepreneurial Orientation (X1)
b, = Regression Coefficient Market Orientation (X»)

e = Error
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3 Results and Discussions

The results of the validity test showed the Pearson Correlation value is above 0.3, and the Sig 2-Tailed Value is below
0.05, which can be concluded that X; (entrepreneurial orientation), X, (market orientation), and Y (SMES
Performance) are valid. The reliability test results showed that Cronbach alpha value for each variable is 0.794 (X1),
0.954 (X2), and 0.601 () indicates the value is more than 0.6 so that it can be concluded that the research variables
in this study are reliable. Normality test results show that the value of Asymp. Sig. (2 tailed) is 0,200. That value shows
that the variables in this study are normally distributed. Based on the table below, all variables have Tolerance values
of more than 0.10 and VIF of less than 10. These results indicate that in the regression model, there is no
multicollinearity between variables.

Table 1
Multicollinearity test result
Variable Tolerance VIF
X1 0.990 1.010
X2 0.990 1.010

The test results show that each independent variable, entrepreneurial orientation = 0.160, and market orientation
variable = 0.105, has a significant level above 0.05. Then it can be concluded that there are no symptoms of
heteroscedasticity in the regression model used.

Table 2
Regression result
Beta t Sig.
Constant ~ 33.674
X1 -0.123 -1.100 0.278
X2 0,223 3.867 0.000

Based on the table above, a multiple regression equation is as follows:
Y =33.674 -0.123X1 + 0.223X2 + e

That regression equation can be described as follows:

o = 33.674 (Constant);

When entrepreneurial orientation (X1) and market orientation (Xz) are constant or 0, then Y (SMES Performance) has
a value of 33.674.

b1 = - 0.123 (Coefficient of Regression Xui);

If the variable entrepreneurial orientation (X;) increases by 1 unit, it impacts on Y (SMES Performance), which has a
decrease of 0.123 assuming other variables are constant.

b2 = 0.223 (Coefficient of Regression X2) explains;

If the market orientation variable (X2) increases by 1 unit, then Y (SMEs Performance) increases by 0.223, assuming
other variables are constants. The equation of multiple linear regression analysis above shows that the direction of
influence of each independent variable on the dependent variable indicated by the regression coefficients of each
independent variable. The coefficients of entrepreneurial orientation (X;) have a negative sign, which means that
variables have a negative influence on the performance of the SME's performance. On the other side, the coefficient
of market orientation (X3) variables have a positive sign, which means that these variables have a direct influence on
the performance of the SME's performance (Taruté & Gatautis, 2014; Lin & Lin, 2016).

The results of regression calculations show that the adjusted R square value is 0.295. This means that 29.5 percent
of the variation in SME's performance variables can be explained by the entrepreneurial orientation (X1) and market
orientation (X2). In comparison, the remaining 70.5 percent is explained by other variables not included in this research
model.
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a) The influence of entrepreneurial orientation (X1) on the performance of SMEs

The result of the t value of the entrepreneurial orientation variable is - 1,100, and the significance value of the
entrepreneurial orientation variable is 0.278 > 0.05, meaning that the entrepreneurial orientation variable has a negative
and not significant effect on SME's fashion and handicraft performance in Denpasar City. The results of this study
support previous findings from the research of Frank et al. (2010); Setyawati (2013); Lumpkin & Dess (2001), which
explain that entrepreneurial orientation negatively affects business performance. Based on the descriptive analysis of
each of the entrepreneurial orientation and performance variables, it can be seen that fashion and handicraft SME
players in Denpasar have not maximally implemented entrepreneurial orientation. For example, inactive innovations,
not too brave to take risks, so that they cannot help improve the performance of SMEs. Fashion and craft UMKM
players in Denpasar also do not understand the stages and processes of implementing entrepreneurship orientation.
This results shown no significant change in improving the performance of SMEs compared to existing competitors.

b) The influence of market orientation (Xz) on the performance of SMEs

The t value of the market orientation variable is 3,867, and the significance value of the market orientation variable is
0.000 <0.05. This means that the market orientation variable has a positive and significant impact on the performance
of the SMEs sub-sector of fashion and crafts in Denpasar. These results indicate that fashion and handicraft SMEs in
Denpasar City has realized the importance of market orientation towards their business performance. The results of
this study support previous findings from the research of Elwisam & Lestari (2019); Hussain & Ali (2016); Zhou et
al., (2009); Morgan et al. (2009), which explain that market orientation affects positively on company performance.
Based on the descriptive analysis of each indicator of the market orientation variable, it can be seen that fashion and
craft SMES players have a sufficient understanding of market orientation. They have applied knowledge of market
orientation well; for example, they can serve customer requests and provide fast responses to competitors' activities.
Most importantly, they have also been able to meet the needs and desires of their customers.

¢) The dominant orientation affects the performance of SMEs

Based on the results of data analysis, it was found that market orientation had a positive and significant effect. These
results indicate that in the performance of the fashion and handicraft sub-sector SMEs in Denpasar, the direction that
dominantly affects performance is market orientation. SMEs players have been able to understand and carry out the
stages of the market orientation process. Starting from being aware of customer needs and wants to how to respond
quickly to competitors' business activities.

d) Efforts to improve the performance of Creative Industry SME's

Several factors indeed influence the improvement in the performance of SMESs. This study looks at how entrepreneurial
orientation and market orientation can affect the performance of SMEs. Based on the results that have been obtained,
the effort that needs to be done is to increase the understanding of SMEs actors regarding entrepreneurial orientation.
Entrepreneurial orientation still needs to be appropriately introduced and implemented by SMEs players. One of the
SMES's problems is their human resources. Their willingness to learn is still lacking. They only run what is their job
description regardless of SMES's performance improvements. Understanding entrepreneurial orientation will improve
the ability of SMES's players to innovate, how to maintain business continuity, and how to deal with risks that may
occur in running a business.

4 Conclusion

a) Entrepreneurial orientation has a negative and insignificant effect on the performance of SMEs in the fashion
and handicraft sub-sector in Denpasar. This shows that the entrepreneurial orientation variable does not affect
the performance of SMEs because of the lack of understanding of the related SMEs players on the process of
implementing the entrepreneurial orientation.

b) The value of market orientation has a positive effect on the performance of SMEs in the fashion and handicraft
sub-sector in Denpasar. This means that the more profound members of the organization absorb and implement
the market orientation, the more performance SMEs will increase. These results indicate that SMEs players are
capable of implementing market orientation.
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Suggestion

This study is limited to the increasing of performance from the influence of entrepreneurial orientation and market
orientation. There are still several orientations that might influence the improvement of the performance of SMEs in
the fashion and handicraft sub-sector, such as learning orientation, product innovation, and others. The sample used is
still at the creative industry sub-sector level. Future research can use the creative industry sector as a whole.
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