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1. Introduction

In the increasingly tight competition, most businesses implement several business strategies to maintain their existence and
continuity. The Small and Medium Enterprises (SMEs) operating in the Tenun Ikat Craft Industry in Bali Indonesia, in fact,
have already implemented many business strategies, among others the innovation strategy, differentiation strategy, service
strategy, and cooperative strategy (Yasa et al., 2013). The studies revealed that four business strategies had positive and
significant effects on the competitive advantage achievement. However, despite the business strategies the Tenun Ikat SME
have implemented, the results are still not desirable yet. This is seen from the annual sales data, which measures the perfor-
mance of the SME, that does not show an increasing year to year trend. There is a need for other business strategies to improve
the competitive advantage of the SME in order to increase their marketing performance. Another business strategy which has
not been reviewed is promotional strategy. Promotional strategy is needed to introduce the product more intensively so that
the market is more aware, more knowledgeable of the product innovation conducted, and to strengthen the brand (Chung et
al., 2019), for example by providing price discounts (Manzur et al., 2013; Rothlin, 2013; Kumar et al., 2016) or other promo-
tional activities, such as through social media (Akar & Topcu, 2011; Karpinski et al., 2013; Yasa et al., 2020). By using the
promotional strategy, it will be easier for the Tenun Ikat SME to be memorized by the market, be more popular, and influence
their business image or reputation. If promotional strategy has been implemented properly and intensively, the competitive
advantage resulted is expected to be higher and this will result in the increase in marketing performance. Therefore, to achieve
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a competitive advantage in terms of brand power, brand popularity, and product image, the Tenun Ikat SME must implement
promotional strategies which would eventually increase the marketing performance of their business. If a SME has a compet-
itive advantage, there will surely be a positive impact on the performance of the company (Song et al., 2013; Anvar et al.,
2018; Dominguez & Mayrhofer, 2018). Based on the business issues faced by the Tenun Ikat industry in Bali Indonesia, and
as there are no previous studies that have reviewed promotional strategy complemented with empirical results related to the
existing issue, the motivations to conduct this research are: 1) to review the existing business issues; 2) to develop the literature
by considering the promotional strategies that have been conducted, among others sales promotion, advertisement and social
media promotion such as through Facebook, Line, and Instagram, so that competitive advantage can be achieved and this will
result in the increase in the marketing performance of the SME. Thus, the aim of this research is to explain the influence of
promotional strategy on competitive advantage and its impact on the increase in marketing performance of the Tenun Ikat
Industry in Bali Indonesia.

2. Research conceptual framework and research hypothesis
2.1 Research Conceptual Framework

Marketing performance is among the measures of firm performance. This performance can be measured using the level of
annual sales, market share growth, and operational profit. The marketing performance achievement is determined by many
factors, and among them is the business strategy implemented. An important business strategy that is able to increase the total
sales is promotional strategy. In addition, promotional strategy is also able to strengthen the competitiveness of the firm
because by conducting promotions, the product’s brand becomes more popular, and is always remembered by the market. In
other words, it has a positive influence on the marketing performance achievement. Fig. 1 shows the proposed study.

Competitive
Advantage

Promotional
Strategy

Marketing
Performance

Fig. 1. Research Conceptual Framework

2.2 Research Hypothesis
Based on the available conceptual framework, the research hypotheses are formulated as follows.

H;: Promotional strategy has a positive and significant influence on marketing performance.

H,: Promotional strategy has a positive and significant influence on competitive advantage.

Hj;: Competitive advantage has a positive and significant influence on marketing performance.

Ha: Competitive advantage is able to significantly mediate the influence of promotional strategy on marketing performance.

3. Research method

This research is conducted on the SMEs in the Tenun Ikat Industry in all regencies/cities in Bali Indonesia Province, namely:
Denpasar City, Gianyar Regency, Bangli Regency, Klungkung Regency, Karangasem Regency, Buleleng Regency, Jem-
brana Regency, Badung Regency, and Tabanan Regency. In this research, there are three types of variables being examined.
These variables are: 1) the exogenous variable: promotional strategy (Xi); 2) the intervening variable: Competitive ad-
vantage (Y); and 3) the Endogenous Variable: Marketing Performance (Y3). The population in this research covers all the
SMEs operating in the Tenun Ikat Industry sector in Bali Indonesia Province. The sample size in this research is 100 Tenun
Tkat SME in Bali Indonesia Province. The indicators of the promotional strategy variable, competitive advantage, and mar-
keting performance variables are measured through the perspective of the owners or managers of the Tenun Ikat SME as the
ones who formulate the strategy, using the five level Likert Scale, in which strongly disagree = 1 to strongly agree = 5. The
validity and reliability of the instruments used are examined to ensure that the instruments measure what it is meant to measure
and to determine the consistency of responses provided by respondents. The instrument validity test is conducted using Pearson’s
Product Moment Correlation technique with a minimum limit t = 0.3 (Sugiyono, 2018: 150). The instrument reliability test is
conducted by calculating the Cronbach’s Alpha reliability coefficient with a minimum limit alpha coefficient of > 0.6
(Sekaran, 2003: 312). Both tests utilize the SPSS computer application, and the data analysis is based on (SEM) Analysis.

4. Results and discussion
4.1 Results and hypotheses testing

Table 1 displays the direct influence hypothesis test results. The SEM analysis results regarding the influence of Promotional
Strategy (X) on Marketing Performance (Y2) shows a direct influence path coefficient of 0. 45(P-value = 0.000). Thus, the
hypothesis in which “promotional strategy (X) has a direct influence on the marketing performance of SME (Y2)” is accepted.
A positive path coefficient (0.45) shows that the relationship between the two variables is positive. In other words, the better
promotional strategy (X), the higher the marketing performance (Y2). Conversely, the lower promotional strategy (X), the
lower the marketing performance (Y2). From the SEM analysis results, the influence of Promotional Strategy (X) on Com-
petitive Advantage (Y1) attained a direct influence path coefficient of 0.70 and a p-value of 0.000. Since the p-value is < 5%,
the hypothesis “Promotional Strategy (X) has a direct influence on Competitive Advantage (Y1)” is accepted.
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Table 1
The Direct Influence Hypothesis Test Results
Independent Variable Dependent Variable Path Coefficient p-value
Promotional Strategy (X) Marketing Performance (Y2) 0.45 0.000
Promotional Strategy (X) Competitive Advantage (Y1) 0.70 0.000
Competitive Advantage (Y1) Marketing Performance (Y2) 0.51 0.000

A positive path coefficient (0.70) shows that the relationship between the two variables is positive, and this means that with
a better promotional strategy (X), the company will have a greater competitive advantage (Y 1). From the SEM analysis results,
the influence of competitive advantage (Y 1) on marketing performance (Y2) attained a direct influence path coefficient of 0.
51 and a p-value of 0,000. Since the p-value is < 5%, the hypothesis “Competitive Advantage (Y1) has a direct influence on
Marketing Performance (Y2)” is accepted. A positive path coefficient (0.51) shows that the relationship between the two
variables is positive, and this means that with a higher competitive advantage (Y1), there will be a higher level of Marketing
Performance (Y2), vice versa. From the SEM analysis results, the influence of the Promotional Strategy variable (X) on
Marketing Performance (Y2) through Competitive Advantage (Y1) attained an indirect influence path coefficient of 0.357
and a p-value of 0.000. Since the p-value is < 5%, the hypothesis “Promotional Strategy has an indirect influence on the
Marketing Performance (Y2) through Competitive Advantage (Y1) is accepted. The positive path coefficient (0.357) shows
that the relationship between the two variables through competitive advantage is positive. This means that with a better pro-
motional strategy (X) and by achieving a greater competitive advantage (Y1), the marketing performance (Y2) will be higher.
Conversely, the worse the promotional strategy (X) while having a competitive advantage, the lower the marketing perfor-
mance (Y2).

4.2 Discussion

From the validity and reliability calculation results, each indicator is known to be capable of measuring the variable and
concept it measures, and the concepts are independent between one and others. By performing the confirmatory factor analysis
(goodness of fit test and factor weightage significance test), evidence shows that the observed variables are able to reflect the
factors being analyzed. By performing the overall goodness of fit test and the regression weight causality test, evidence shows
that the model has a good overall fit and the causality relationship developed is examinable.
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Fig. 2. The results of testing hypotheses

Based on Table 1, the promotional strategy variable is known to have a significant influence on the marketing performance
of SME operating in the Tenun Ikat sector. This result is proven by the p-value of 0.043 which is smaller than 0.05. There is
a positive relationship between the promotional strategy variable and the marketing performance variable of the Tenun Ikat
SME shown by an inner weight value of 0.45. This result means the better promotional strategy, the higher the marketing
performance of the SME in the Tenun Ikat industry sector in Bali Indonesia. In this research, the indicators of promotional
strategy, which is formed by the variable indicators of advertisement activities, price discount, and promotion through social
media, played an important role in increasing the performance of the firms in Indonesia Tenun Ikat industry. This result is in
line with the conditions faced by the SME in the Tenun Ikat industry in Bali Indonesia. Promotional strategy would lead to
the increase in marketing performance of the Tenun Ikat SME in Bali Indonesia. This is consistent with the research results
attained by Quaye et al. (2017); Saju (2018); and Sam (2018). From Table 1, the promotional strategy variable is known to
have a significant influence on the competitive advantage of SME in the Tenun Ikat industry sector. This is proven by a p-
value of 0.016 which is lower than 0.05. There is a positive relationship between the promotional strategy variable and com-
petitive advantage variable of the SME in the Tenun Ikat Industry in Bali Indonesia which is shown by an inner weight value
of 0.70. This result can be interpreted as the higher promotional strategy, the greater the competitive advantage of the Tenun
Tkat industry sector in Bali Indonesia. In this research, the indicators of promotional strategy, which is formed by the variable
indicators of advertisement, price discount, and promotion through social media, played an important role in increasing the
competitive advantage of SME in the Tenun Ikat industry in Bali Indonesia. This research result is in line with the conditions
faced by the Tenun Ikat SME in Bali Indonesia. The promotional strategy has improved the competitive advantage of Tenun
Ikat SME in Bali Indonesia. From Table 1, the competitive advantage variable is known to have a significant influence on the
marketing performance of Tenun Ikat SME in Bali Indonesia. This is proven by a p-value of 0.020 which is smaller than 0.
05. There is a positive relationship between the competitive advantage variable and the marketing performance variable of
Tenun Ikat SME in Bali Indonesia which is shown by an inner weight value of 0.51. This result can be interpreted as the
greater the competitive advantage, the higher the marketing performance of the Tenun Ikat SME in Bali Indonesia. In this
research, the indicators of the competitive advantage variable, which is formed by the variable indicators of brand advantage,
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image advantage, and price advantage, have played an important role in increasing the marketing performance of the Tenun
Ikat SME in Bali Indonesia. The results are in line with the conditions faced by the SME in the Tenun Ikat Industry sector in
Bali Indonesia. Competitive advantage increases the marketing performance of the Tenun Ikat SME in Bali Indonesia. This
is consistent with the research results attained by Sigalas and Pekka (2013). The hypothesis test regarding the role of compet-
itive advantage in mediating the influence of promotional strategy on the marketing performance of the SME in the Tenun
Ikat Industry sector in Bali Indonesia was conducted using the SEM analysis for the direct and indirect influence. The results
have shown that the influence of promotional strategy on marketing performance is 0.45, while the influence of promotional
strategy on marketing performance through competitive advantage is 0.357. Thus, competitive advantage has played a role as
the partial mediator in the influence of promotional strategy on the marketing performance of the SME in the Tenun Ikat
industry sector in Bali Indonesia. This means that promotional strategy positively stimulates the SME in acquiring a compet-
itive advantage, which leads to the increase in marketing performance of the Tenun Ikat SME. This is consistent with the
research results attained by Ainin et al. (2015); Quaye et al. (2017); and Saju (2018).

5. Research implication and limitation

As discussed in the analysis and discussion, this research has theoretically revealed the relationship between the latent varia-
bles of promotional strategy, competitive advantage, and marketing performance. This research also contributes ideas for the
business practitioners or entrepreneurs of the Tenun Ikat SME in Bali Indonesia. The idea meant is for the SMEs to always
maintain and strengthen the competitive advantage of their firms by conducting intensive promotional strategies in order to
increase the marketing performance of the SME. Several limitations were also found in this research and some of the notable
causes are as follows. 1) The respondents in this research are the managers or the entrepreneurs of the Tenun Ikat SME, thus
the research results cannot be used for generalization purposes. 2) The mediating variable studied is the competitive advantage
variable, which in this research has a role as the partial mediator in the influence of promotional strategy on marketing per-
formance. Thus, for future studies there is a need to consider other mediating variables, such as company image and / or WOM
because both of these variables can be used to conduct an intensive promotional strategy.
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