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Introduction

Small businesses have their advantag-
es, which other types of businesses may not
have. For example, the advantage of size
permits these businesses to have a high de-
gree of flexibility and a close relationship
with their customers (Nooteboom, 1994).
This advantage allows this type of business
to quickly change and adapt to its custom-
ers’ tastes and provide products/services to
meet their needs (Ebben and Johnson, 2005).
When an organization commits to the con-
tinuous delivery of superior values to its
customers, this organization is driven by the
market’s orientation, and a marketing philos-
ophy (Slater and Narver, 1994b). It is argued
that small businesses can find performance
implications when orienting themselves to
the market (Appiah-Adu, 1998, p. 20).

There are two explanations for the pos-
itive impact of market orientation on perfor-
mance. First, based on the resource-based
view (Barney, 1991), Lim et al, (2017) and
Morgan et al., (2009) proposed that market
orientation refers to intangible assets, which
allows businesses to gain competitive ad-
vantages by improving their performance.
Second, it is argued that this relationship is
contingent (Kiessling et al., 2016). In the stra-
tegic management literature, the contingency
theory proposes that strategic choices need
to fit with the contingency factors to foster
performance implications (Venkatraman and
Camillus, 1984).

Empirical evidence reveals that when
organizations are driven by the market’s ori-
entation, adopting innovation strategies is
crucial for performance implication (New-
man et al., 2016). In the strategic literature,
the prospector strategy is suggested as it
allows organizations to improve their per-

formance by focusing on innovation (Miles
and Snow, 1978). This strategy is argued to
be an innovation-oriented strategy (Song et
al., 2016). In the context of small businesses,
this strategic framework is argued to be more
relevant than other strategic frameworks
(Gimenez, 2000; Ibrahim, 1993). An empir-
ical finding (see Grimmer et al., 2018; Song
et al., 20106) successfully established the link
between this type of strategy and the per-
formance of small businesses. For this, it is
expected that the fit between the prospector
strategy and the market’s orientation induces
higher levels of performance in small busi-
nesses.

Surprisingly, there is no empirical evi-
dence showing that the strategic fit between
the prospector strategy and the market’s ori-
entation permits small businesses to perform
better. Besides, most of the strategic man-
agement literature studies tend to focus on
large businesses (see Chung et al., 2012; Per-
tusa-Ortega et al., 2010; Wu et al., 2014). As
a consequence, it hampers the advancement
of strategic management literature for small
businesses.

Thus, this study aims to gain an insight
into small businesses in Vietnam. The Viet-
namese context provides an excellent setting
for this research because of the following rea-
sons. First, more than 97% of businesses are
small and medium enterprises (see Koushan,
2017). Thus, research into small businesses is
appropriate. Second, due to the lack of at-
tention given to the Vietnamese context, the
knowledge of strategic choices seems to be
limited in the Vietnamese context. It chal-
lenges the relevance of the theory, which was
previously tested in different locations. These
two reasons motivated this study to focus on
Vietnam. Drawing from the contingency the-
ory and the resource-based view, this study
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proposes a research framework, which indi-
cates the influencial role of the prospector
strategy on the link between the market’s ori-
entation and the performance of small busi-
nesses. The results show that this strategy
mediates the link between market orientation
and the performance of small businesses.

In light of the findings, this study’s re-
sults contribute to the contingency-based
studies. First, this study shows that the stra-
tegic fit is represented by the full mediating
effects of the prospector strategy on the link
between market orientation and small busi-
nesses’ performance. In the strategic litera-
ture, market orientation is demonstrated to
induce performance (Gruber-Muecke and
Hofer, 2015; Migliori et al.,, 2019; Tsiotsou
and Vlachopoulou, 2011; Vega-Vazquez et
al., 2016). However, the empirical evidence is
mixed (Gaur et al., 2011, p. 1187). According
to the contingency theory, strategic choices
influence the degree to which the contingen-
cy factors (the market’s orientation), induce
performance. Consistently, this study reveals
that small businesses cannot find perfor-
mance implications because of the market’s
orientation. Rather than these, businesses
need to select an appropriate strategy, such
as the prospector strategy, to fit the market’s
orientation and to find the performance im-
plications they seck. In this regard, this study
contributes to the literature by emphasizing
the crucial role of the prospector strategy on
the link between the market’s orientation and
performance.

Second, this study also overcomes the
limitation relating to the formulate analytical
model to assess strategic fits. Notably, con-
tingency-based research has been criticized
due to its ambiguity in formulating contin-
gency hypotheses (Boyd et al., 2012). The
focal point of contingency-based research is
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to gain insights into how the fit between the
contingency factors and strategy induces per-
formance. However, there is no unique way
to frame such types of fit. It is posited that
there atre various forms of fit, and each form
needs to be assessed by a particular analytic
framework (see Venkatraman, 1989). As a re-
sult, the mismatch between the form of the
fit and the analytical framework used to assess
this form may lead to problematic interpreta-
tions of the results (Hitt et al., 2004). This
hampers gaining any insights into the appli-
cation of the contingency theory in strategic
management’s research (Galbraith and Na-
thanson, 1978). This study overcomes such
limitations because it considers the mediating
form of the fit to explain the fit between a
contingency variable and the strategy which
improves small businesses’ performance. Be-
sides, by examining the mediating form of
the fit, this study also enriches the mediating
form of the fit in contingency-based studies
due to the small numbers of studies investi-
gating the mediating effects in research into
strategic management (Boyd et al., 2012).

Third, this study also sheds more light
on contingency-based studies by focusing
on the context of small businesses. More
specifically, the organization’s contingency
theory illustrates that organizations must de-
velop strategies which fit with their operat-
ing environments (e.g., contingency factors)
(Donaldson, 2001). It is based on the notion
that there is no universal strategy that allows
organizations to achieve their optimum per-
formance (Venkatraman and Camillus, 1984).
However, the use of this theory to explain
this fit can mostly be found in studies into
large organizations (see Chung et al., 2012;
Pertusa-Ortega et al., 2010; Wu et al., 2014),
while there has been a lack of attention paid
to small businesses. Hence, this study over-
comes the limitations by situating itself in
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the context of small businesses in Vietnam.
In such a way, this paper contributes to the
growth in strategic management’s use of the
contingency theory in the context of small
businesses (see Raymond and St-Pierre, 2013;
Taylor and Taylor, 2014).

The outline of this paper is formulated
as follows. The next section reveals the lit-
erature review and develops the hypotheses.
The study’s methods are introduced later.
The next two sections detail the results and
discussion of the paper. The last section in-
dicates the conclusion and limitations of this

papet.
Literature Review

Strategic Choices

Miles and Snow (1978) indicated that
four types of strategies, including the pros-
pector, defender, analyzer, and reactor, drive
organizational behavior. Most studies in-
vestigate organizational strategy along the
continuum between the defending and pros-
pecting strategies. First of all, the prospec-
tor strategy drives organizations to provide
products or services that meet customers’
demands by enhancing their experiences
with the products and services provided. On
the other hand, defenders emphasize the low
cost while providing products and services
of a high quality. This strategy allows organi-
zations to defend their market share through
improvements in their operational efficiency.
The analyzing strategy is a hybrid strategy,
a combination of the prospector’s and de-
fender’s strategies (Kald et al., 2000). The
last strategy type is the reactor strategy. This
is thought of as being no proper strategy be-
cause the organizations that use this show
clueless strategic behavior and only react to
changing market environments.

Market Orientation

In the eighties, two different approach-
es were attempted to conceptualize market
orientation. The first approach suggested
that this variable describes organization-
al behavior. Notably, Kohli and Jaworski
(1990) defined it as “the organization-wide
information generation and dissemination,
and appropriate response related to current
and future customer needs and preferences.”
The second approach considered this vari-
able as a cultural variable. In a specific way,
Narver and Slater (1990) conceptualized
this variable as “the organization’s culture
that most effectively and efficiently creates
the necessary behavior for the creation of
superior value for buyers and, thus, continu-
ous superior performance for the business.”
Although these are two different approach-
es, they both share a similarity, because this
culture drives organizational behavior to ac-
quire more information about the customers
and competitors in the market and dissemi-
nate such information throughout the orga-
nization’s business.

Research Framework

This study draws wupon the re-
source-based view and the contingency
theory to propose the research model (see
Figure 1). Prior studies (Lim et al, 2017;
Morgan et al., 2009) posit that the direct re-
lationship between market orientation and
performance can be explained based on the
resource-based view (Barney, 1991). Accord-
ing to the resource-based theory, an enriched
organizational resource induces improved
performance (Penrose and Penrose, 2009).
As a result, the attainment of a competitive

advantage requires organizational resources
to be rare and valuable (Wernerfelt, 1984).
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Figure 1. Proposed Research Model

Furthermore, sustainable performance re-
quires this resource to be difficult for other
organizations to imitate (Dierickx and Cool,
1989). Thus, based on this view, the market’s
orientation is an intangible asset, which al-
lows enhanced performance.

The contingency theory posits that
there is no universal way to design organi-
zations that can foster performance impli-
cation . In this regard, contingency-based
studies of strategic management argue that
an organizational strategy needs to fit with
the contingency factors to improve perfor-
mance. The organizational culture is an im-
portant contingency variable (Chen et al.,
2018; Yarbrough et al., 2011). Narver and
Slater (1990) suggest that the market’s ori-
entation is an organizational culture. Thus,
based on this theory, market orientation is
the organizational culture, which needs to fit
with the strategic choice, to improve perfor-
mance.

It is argued that market orientation
drives organizations to adopt innovative
strategies to improve their performance

(Newman et al,, 2016). Since only pros-
pectors are expected to have a high degree
of innovation, in comparison to others
(Aragén-Sanchez and Sanchez-Marin, 2005),
the fit between the market’s orientation and
the prospector strategy allows small busi-
nesses to find performance implication. To
establish the fit, this study relies on the an-
alytical framework of Venkatraman (1989),
which indicates that the mediating effects of
strategy affect the relationship between the
contingency factor and performance. This
framework has a high degree of reliability
because it gained a great deal of attention
from strategic management theorists (see
Boyd et al., 2012; Hitt et al., 2004).

The Link between Market Orientation
and the Performance of Small Busi-

nesses

Market orientation may induce organi-
zational performance as follows: thanks to
the benefits of greater market orientation,
organizations gain insights into the custom-
ers’ chain of values, and the strategic capabil-
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ities encompassing their future actions (Oz-
kaya et al., 2015; Singh and Ranchhod, 2004).
Hence, the most productive organizational
resources are easily selected to match the
current market conditions (Slater and Narv-
er, 1994a). In this way, resource-based theo-
rists consider the market’s orientation as an
intangible organizational resource, which al-
lows the organizations to make performance
improvements (Morgan et al., 2009). For this
argument, the previous studies’ results show
a positive relationship between market ori-
entation and performance (Gruber-Muecke
and Hofer, 2015; Migliori et al., 2019; Tsiot-
sou and Vlachopoulou, 2011; Vega-Vazquez
et al., 2016). Hence, this paper expects simi-
lar effects describing the positive relationship
between market otientation and the business
units’ performance.

HT1: There is a positive relationship between market
orientation and the performance of small businesses.

The Link between Market Orientation
and the Prospector Strategy

One possible reason explaining the pos-
itive relationship between market orientation
and the prospector strategy is the emphasis
on innovation. Particularly, market orienta-
tion leads to a focus on customers and com-
petitors (Kohli and Jaworski, 1990). A focus
on customers provides an insight into their
demands relating to products/services. Inno-
vation is crucial for small and medium busi-
nesses to deliver products/services which
satisfy their customers’ demands, which in
turn gains them competitive advantages when
they focus on their customers (Domi et al.,
2020). Besides, a focus on competitors induc-
es an in-depth understanding of them. Small
and medium businesses can gain competitive
advantages through innovation (e.g., product
innovation allows the introduction of new

products/service ahead of their competitors,
to maintain and win market share) when they
focus on their competitors (O’Dwyer and
Gilmore, 2019). In this regard, it is posited
that market orientation requires an innova-
tive strategy to find competitive advantages
(Newman et al., 2016). The prospector strat-
egy allows small businesses to find methods
to enhance their innovations (Kickul and
Gundry, 2002). Therefore, it is expected that
a high degree of market orientation leads to
the prospector strategy. Thus, the second hy-
pothesis was proposed as follows.

H2: There is a positive relationship between market
orientation and prospector strategy.

The Link between the Prospector
Strategy and the Performance of Small

Businesses

Miles and Snow (1978) argued that the
prospector strategy is positively associat-
ed with high performance. Thanks to some
unique characteristics, the prospector strate-
gy allows for a greater competitive advantage.
Parnell (2013) argued that small businesses
which choose to use the prospector strategy
are more likely to commit to the most up-
dated technology, and their managers always
search for new approaches to gain efficiency
and effectiveness. It is argued this technolo-
gy allows small businesses to gain first-mov-
er advantages resulting from the differences
in the technology used (Lowe and Atkins,
1994). First movers are suggested to have
superior performance due to the market’s
lack of competition (Lieberman and Mont-
gomery, 1988). As a result, small businesses
using the prospector strategy can enjoy su-
perior performance due to the selection of
that strategy. Empirical evidence strongly
supports the performance implications of
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small businesses choosing to use the pros-
pector strategy (Grimmer et al., 2018; Song
et al.,, 2016). Thus, this paper proposes the
third hypothesis as follows.

H3: There is a positive relationship between thee
prospector strategy and the performance of small
businesses

The Medziating Effects of the Prospec-
tor Strategy

It is argued that performance implica-
tions can be found when thete is a fit be-
tween the contingency factors and strategic
choices (Chandler, 1962; Donaldson, 2001).
There are various forms of fit. One of the
forms can be represented by the mediating
effects of the strategic choices that have been
made (Boyd et al.,, 2012; Hitt et al., 2004).
According to the analytical framework from
Venkatraman (1989), when strategic choic-
es act as mediators of the link between the
contingency variables and performance, the
mediated form of fit is established. Some
empirical studies use this framework to as-
sess the mediated form of fit between the
contextual variables and performance (Chow
et al., 2013; Edelman et al., 2005). Similarly,
this study also uses this framework to assess
the mediated form of fit, which represents
that the link between market orientation and
small businesses’ performance is mediated by
the prospector strategy.

Market orientation allows small business-
es to gain competitive advantages through
innovation (see Bamfo and Kraa, 2019; Le-
al-Rodriguez and Albort-Morant, 2016; Ya-
dav et al., 2019). In this regard, small busi-
nesses need to select the appropriate strategy,
which relates to innovation, to gain improved
performance. The prospector strategy is sug-
gested to be an innovation-oriented strategy
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(Song et al.,, 2016). Thus, it is expected that
the fit between market orientation and the
prospector strategy allows small business-
es to improve their performance. Based on
the analytic framework mentioned previous-
ly, the fit represents the mediating effects of
the prospector strategy on the link between
market orientation and performance. This
proposition is consistent with the prior stud-
ies, which revealed this relationship is mediat-
ed by innovation in the context of small and
medium businesses (Bamfo and Kraa, 2019;
Leal-Rodriguez and Albort-Morant, 2016;
Yadav et al., 2019). The last hypothesis is pro-
posed as follows.
H4: There is a mediating effect of the prospector
strategy on the link between market orientation and
the performance of small businesses.

Methods

Sampling and data collection

This study used a convenience sam-
pling method to collect the data. This study
focused on small businesses located in the
city of Can Tho, which is one of the big-
gest cities in the Mekong Delta of Vietnam.
There were some criteria which this study
took into account before sending it . First,
the targeted respondents were small busi-
ness owners because it was more likely that
the owner knows his/her business’s strategy.
Second, this study also focused on business-
es operating in the service and trade sectors,
which employed less than 50 employees be-
cause of the definitions in Vietnamese regu-
lations (see 39/2018/ND-CP, 2018). Thitd,
and similar to a strategic study (see Appi-
ah-Adu and Blankson, 1998), this study only
examined the businesses which had operat-
ed for more than three years because these
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businesses were more likely to have a prima-
ry strategy. These criteria were similar to the
criteria used for the data’s selection in prior
studies, which had examined market orien-
tation (see Appiah-Adu, 1998; Appiah-Adu
and Blankson, 1998) and the prospector
strategy (see Grimmer et al., 2018; Kickul
and Gundry, 2002; Song et al., 2016) in the
context of small businesses.

The data collection included two
phrases. In the first phase, this study took
advantage of networking. Remarkably, the
collection process was assisted by a staff
member who works for the Can Tho au-
thority. This person had a list of e-mail ad-
dresses of small businesses located in Can
Tho. However, this person agreed to help by
only sending an e-mail to those small busi-
nesses. Therefore, an e-mail was sent to this
person’s e-mail address. This e-mail included
a summary of the study and the link to ac-
cess the online survey. Next, the person for-
warded this e-mail to those aforementioned
businesses. After three months, the online
survey showed that there were 173 returned
surveys. Of this number, there were 161 use-
able surveys, due to some of them missing
values and some that were sent to the wrong
targeted respondents (e.g., the respondents
were not the owners of the businesses).

The data collection process suggest-
ed that this study should use convenience
sampling. This is similar to Bamfo and Kraa
(2019), who used it to examine the relation-
ship between the market’s orientation and
the performance of small and medium busi-
nesses. Thus, this sampling was appropriate
for this study. Besides, the purpose of this
study is to draw upon the resource-based
view and the contingency theory to propose
a research model. It is argued that when the

main goal is to examine the relevance of the
theories used to predict the relationships,
rather than generalize to a larger population,
convenience sampling is appropriate (see

Speklé and Widener, 2018, pp. 4-5).

Measures

Market Orientation (MO)

This study adopted an instrument from
Cravens and Guilding (1999) to measure the
degree to which small businesses orientate
themselves to the market. One reason for
this adoption was that Cravens and Guilding
(1999) drew from the work of Narver and
Slater (1990), which suggested market orien-
tation was a form of organizational culture
to operationalize this instrument. It was ap-
propriate because this study considered mar-
ket orientation to be a cultural factor, which
needed to fit with MAS design to improve
performance.

In this instrument, there are four state-
ments. This instrument has previously been
used in earlier studies to assess the degree of
the market’s orientation (Cadez and Guilding,
2008, 2012; Guilding and McManus, 2002),
and as such, it is known to possess high re-
liability. A 5-point Likert scale ranging from
“Highly disagree” (1) to “Highly agree” (5)
was used to measure the degree to which re-
spondents agree with the statements.

Prospector Strategy (PS)

Moore (2005) provided a reliable in-
strument, which was adopted by this study
to measure the degree to which small busi-
nesses follow the prospector strategy. This
instrument was operationalized based on the
theoretical framewotrk of Miles and Snow
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(1978). There are eight items in this instru-
ment. This instrument was originally used to
assess the degree to which a retailer follows
the prospector strategy. Hence, some minor
revisions were made to ensure its proper use
in the context of small businesses. This in-
strument asks respondents to indicate their
agreement with their business’s behavior. A
5-point Likert scale ranging from “Highly
disagree” (1) to “Highly agree” (5) was used
to measure this instrument.

Performance of Small Businesses
(PER)

Due to the difficulty in obtaining the
objective measures as ROA and ROS |, this
study used the subjective measure to assess
small businesses’ performance. As men-
tioned above, this study benefited from net-
working. It was suggested that the owners
were less likely to rate these financial indica-
tors of their businesses in the survey. In the
same vein, the study of Acquaah (2007) also
suggested the same difficulties during data
collection in emerging countries. Besides,
measuring small businesses’ performance
by using such financial indicators does not
propetly reflect the actual performance. The
owners of small businesses consider non-fi-
nancial and financial indicators to be equally
important for their businesses’ performance,
because they emphasize the attainment of
not only the businesses’ profitability but also
its goals (Jarvis et al., 2000).

A modified instrument, adopted from
Cadez and Guilding (2008), was used to as-
sess the performance of small businesses.
This instrument required the respondents to
rate their businesses’ performance regarding
the attainment of the businesses’ goals. A
5-point Likert scale ranging from “Well-be-

Ngo
low average” (1) to “Well-above average” (5)
was used to measure this instrument.

Assessment of Common Method Bias

This study collected all the measures in
the same survey. As a result, it may be sub-
ject to common method bias. This study used
two approaches to examine whether or not
common bias existed within the data. First,
this study assessed Harman’s single-factor
test (Podsakoff and Organ, 1986). The re-
sults showed that one single factor explained
27.732% of the total variance. Thus, there
was no factor accounting for the majority of
the covariance among the measures.

The second approach used a marker
variable (MV) to assess the common meth-
od bias (Lindell and Whitney, 2001). In this
study, the marker variable was used to assess
the degree of perceived usefulness from trav-
elling by the respondents, which theoretically
had no relationship with the other variables
in the research’s framework. The results in-
dicated no correlation between this marker
variable and the other main variables. To sum
up, this study has no concerns about com-
mon method bias.

Statistical Analysis

This study used the structural equa-
tion modeling (SEM) technique, estimated
from partial least squares (PLS), to test the
hypotheses. PLS-SEM allows for the estima-
tion of partial model structures, defined in a
path model, by combining the principal com-
ponents of the analysis and ordinary least
squares regressions (Mateos-Aparicio, 2011).
This technique was believed to be highly
reliable for strategic management research
(Hair et al,, 2012). Besides, this technique
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also gained much attention from researchers
because it can handle small sample sizes and
any non-normality in the data (Cassel et al.,
1999; Hair et al., 2017).

Results

Assessment of the Constructs” Unidi-
mensionality

This paper examined the constructs’
unidimensionality by conducting a principal

that three factors corresponded to the intend-
ed measuring items, except for the following
items: PER_1, PER_3, and PS_5 (see Table
1). Thus, these items were removed, and the
above test was re-run. The results indicated
that these were the three factors correspond-
ing to the remaining items.

Assessment of Measurement Models

In this stage, the study assessed the
convergent validity, discriminant validity, the
internal consistency of items of the con-

Table 1. Exploratory Factor Analysis

Constructs Items Ist run 2nd run
Loadings Eigenvalues Loadings Eigenvalues
MO 2.077 2.017
MO_1 0.686 0.715
MO_2 0.670 0.678
MO_3 0.809 0.755
MO_4 0.568 0.594
PS 2.741 4.206
PS_1 0.722 0.712
PS_2 0.683 0.731
PS_3 0.752 0.724
PS_4 0.616 0.602
PS_5 0.482 removed
PS_6 0.775 0.792
PER 4.714 2.273
PER_1 0.665 removed
PER_2 0.602 0.625
PER_3 0.430 removed
PER_4 0.724 0.745
PER_5 0.732 0.731
PER_6 0.622 0.614
PER_7 0.780 0.761

axis factoring with Oblimin rotations (see
Fabrigar et al.,, 1999). The results indicated

structs and also examined the multicollinear-
ity among these items. The establishment of
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convergent validity required the the follow-
ing conditions to be satisfied (Fornell and
Larcker, 1981). It required the average vari-
ance extracted (AVE) to be higher than the
threshold value of 0.5. The second one was

Ngo
indicated the establishment of discriminant
validity (Henseler et al., 2015). Table 3 shows
the establishment of discriminant validity
because this condition was satisfied.

Table 2. Cross-loadings and VIFs of Items

MO PER PS VIF

MO_1 0.803 0.146 0.249 1.639
MO_2 0.775 0.176 0.192 1.535
MO_3 0.796 0.194 0.163 1.701
MO_4 0.736 0.131 0.210 1.423
PER_2 0.125 0.664 0.115 1.465
PER_4 0.136 0.805 0.239 1.865
PER_5 0.183 0.801 0.210 1.771
PER_6 0.189 0.779 0.251 1.537
PER_7 0.147 0.772 0.164 1.844
PS_1 0.202 0.170 0.767 1.751
PS_2 0.113 0.254 0.760 1.814
PS_3 0.168 0.206 0.771 1.756
PS_4 0.295 0.219 0.779 1.578
PS_o6 0.213 0.190 0.822 2.101

satisfied when each item’s outer loading on
its respective construct was higher than the
other cross-loadings on that construct. Also,
a crucial notion was that these loadings were

The internal consistency of the con-
structs was valid as the composite reliability
scores and Cronbach’s alpha value were both
higher than the 0.70 threshold value (Hair et

Table 3. Cronbach’s Alpha, Composite Reliability, AVE, and HTMT

Cronbach’s Composite HTMT
S AVE
Alpha Reliability MO PER PS
MO 0.783 0.86 0.605 - - -
PER 0.826 0.876 0.587 0.253 - -
PS 0.840 0.886 0.609 0.311 0.306 -

necessarily higher than 0.5. Table 2 and Table
3 reveal that convergent validity was satisfied.

Next, assessing discriminant validi-
ty required the examination of the hetero-
trait-monotrait (HTMT) ratios of the cor-
relation (Henseler et al., 2015). If these values
were less than the threshold value of 0.85, it

al., 2011). Table 3 indicates that these values
were all higher than 0.7. Thus, it suggests the
establishment of internal consistency.

Assessing the multicollinearity between
items required the examination of the item’s
VIFs . If these values for each item were less
than the threshold value of five, then that
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satisfied the condition, so there was no mul-
ticollinearity (Hair et al., 2011). Table 2 indi-
cates the absence of multicollinearity among
the measured items.

Structural Model

This study followed the suggestion by
Hair et al., (2011) to assess the structural
model using PLS-SEM. Notably, the assess-
ment should be examined by using the boot-
strapping procedure with 5,000 replacements.

There were some crucial notions that
multicollinearity between the latent variables,
the predictive validity of the parameter es-
timates, and the predictive power should be

satisfaction of the three criteria allowed the
interpretation of the results of the hypoth-
eses’ paths. Therefore, these results suggest-
ed it was safe to interpret the results of the
structural model.

The results revealed that market orienta-
tion is positively correlated with the prospec-
tor strategy (3=0.263, p=0.001). It was also
indicated that the link between the prospector
strategy and small businesses’ performance
was significant (8=0.228, »=0.005). How-
ever, at variance with the proposal, market
otientation was insignificantly related to the
performance of small businesses (3=0.174,
»=0.074). Therefore, the data only supported
hypotheses H2 and H3.

Table 4. R?, Q?, and VIFs between Constructs

R? Q2 VIFs
MO PER PS
MO - - - 1.074 1.000
PERF 0.091 0.044 - . _
PS 0.069 0.036 - 1.074 -

assessed before interpreting the structural
model’s results. First, and similar to the multi-
collinearity assessment between items, the va-
lidity of this requires the VIFs to be less than
the threshold value of five (Hair et al., 2011).
Table 4 shows that the VIFs were less than
five, which suggested the absence of multi-
collinearity between the constructs. Second,
the parameter estimates’ predictive validity
was established by assessing the Stone-Geiss-
er Q? value (Geisser, 1974; Stone, 1974). It
was suggested that Q* values should all be
larger than zero to ensure validity (Chin,
1998; Hair et al., 2011). Table 4 shows the
establishment of the predictive validity of
the parameter’s estimates. Third, this study
assessed the predictive power of the path by
examining the R* values. Table 4 indicates a
sufficient degree in the R? values. In total, the

Because Hypothesis H4 required the
assessment of mediating effects, this study
followed the procedure described by Zhao
et al., (2010). This study also used the boot-
strapping procedure with 5,000 replacements
to assess the mediating effects (Hair et al.,
2017). Besides, the assessment of mediat-
ing effects required an examination of the
indirect effect of the significance levels and
confidence intervals. More specifically, the
mediating effects were established when the
indirect effect was significant, and the con-
fidence interval of this path excluded zero
(Preacher and Hayes, 2008).

The results demonstrated a significant
relationship between the markets orienta-
tion and the prospector strategy (a=0.263,
»=0.001) as well as this type of strategy
and the performance of small business-
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es (b=0.228, p=0.005). Besides, the results
showed that the indirect effect (MO -> PS ->
PER) was significant (a*b=0.060, p=0.033).
Moreover, its confidence interval was in the
range [0.017; 0.125 ], which does not include
zero. Hence, it confirms the mediating ef-
fects of the prospector strategy on the link
between market orientation and small busi-
nesses’ performance.

Moreover, the type of mediation was
also assessed (see Boyd et al, 2012). The
results also revealed the insignificant direct
path between the prospector strategy and the
performance of small businesses (c=0.174,

Ngo
small businesses in Vietnam. First, the findings
show the positive association between market
orientation and the prospector strategy. It can
be interpreted that when small businesses in
Vietnam are oriented toward the market, they
choose the prospector strategy as their prima-
ry strategy. One reason is that market orienta-
tion allows an insight into both the customers
and competitors (Kohli and Jaworski, 1990).
To gain a competitive advantage, innovation
allows the delivery of new or existing prod-
ucts/services, which satisfy the customers’
demands. In addition, when they have an in-
sight into competitors , innovation also allows

a*b=0.060*

" Cotrelation is significant at the 0.01 level (2-tailed).
“Correlation is significant at the 0.05 level (2-tailed).
™ Correlation is not significant.

b=0.228**

Figure 2. Results of Structural Model

»=0.074) when controlling for paths a and b.
Hence, it supported the full mediating effects
of the prospector strategy. Thus, Hypothesis
H4 was supported. The full mediation repre-
sented the form of the fits between market
orientation and the prospector strategy.

Discussion

The results cast light on how strategic
fits between market orientation and the pros-
pector strategy lead to higher performance by

the development of new products/services
ahead of those of the competitors, which
gives first-mover advantages. In this regard,
competitive advantages are enhanced through
innovation when there is an insight into cus-
tomers, and competitors resulted from the
market’s orientation. Selecting the prospec-
tor strategy allows small businesses to gain
competitive advantages through innovation
(Kickul and Gundry, 2002). Thus, they select
the prospector strategy, which allows them to
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find competitive advantages through inno-
vation when they adapt to the market’s ori-
entation. This study’s results are in line with
McManus (2013), who showed the significant
relationship between market orientation and
the prospector strategy.

Second, the findings suggest the positive
correlation between the prospector strategy
and small businesses’ performance in Viet-
nam. It implies that small businesses which
choose to follow the prospector strategy im-
prove their attainment of the following tar-
gets and goals: return on investment; margin
on sales; customer satisfaction; quality of the
products/services; the introduction of new
products/services. One proper explanation
can be found in the strategic management
literature. As Miles and Snow (1978) argued,
prospectors perform better because they em-
phasize new market places. Rather than com-
peting with their rivals by defending their
market or reacting to the rivals’ behavior,
prospectors actively search for new ways to
satisfy their customers’ needs. One advantage
of this strategy allows prospectors to become
the first-movers in the industry (Slater and
Narver, 1993), which, in turn, means they
achieve high performance (Lieberman and
Montgomery, 1988). The findings are con-
sistent with previous studies. Moore (2005)
and Naranjo-Gil (2004) revealed that organi-
zations which follow the prospector strategy
find performance improvements.

Third, the results reveal the insignifi-
cant relationship between market orienta-
tion and performance while controlling for
the prospector strategy. It suggests that small
businesses which follow a market-oriented
approach do not directly achieve higher per-
formance. The marketing literature provides
some insights into this issue. More specifi-
cally, Ngo and O’Cass (2012) argued that al-

though the market’s orientation is crucial for
organizations, it is less likely to improve their
performance greatly. Consistently, Morgan et
al., (2009) also argued that market orienta-
tion needs to compliment the organization-
al characteristics (e.g., capabilities) to induce
improved performance if the organizations
are to fully realize the potential of this vari-
able. Thus, it is argued that this relationship is
contingent (Kiessling et al., 20106). Kajalo and
Lindblom (2015) supported this argument by
showing that there is an insignificant direct
relationship between these two variables,
while controlling for marketing’s capabilities.

Fourth, the results indicate a full medi-
ating effect by the prospector strategy on the
relationship between the market’s orientation
and the performance of small businesses. It
suggests that the prospector strategy is the
critical mediator in the link between both of
them. It implies that only small businesses
which choose the prospector strategy and
orient themselves toward the market, find su-
perior performance. High market orientation
drives these businesses to emphasize inno-
vation (Kohli and Jaworski, 1990). When fo-
cusing on innovation, the prospector strategy
is an appropriate choice because Kickul and
Gundry (2002) suggested that this strategy
has a high degree of innovation. As a result,
the fit between market orientation and the
prospector strategy allows small businesses
in Vietnam to attain their targeted goals re-
lating to their return on investment, margin
on sales, customer satisfaction, quality of the
products/services, and the introduction of
new products/setrvices.

Regarding the mediating effects of stra-
tegic choices, the results are also similar to
previous strategic management studies. For
example, Edelman et al.,, (2005) found that
a quality/customer service strategy is a me-
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diator between two contingency factors like
human and organizational resources and firm
performance. In a similar vein, Chow et al.,
(2013) demonstrated that the differentiation
strategy mediates the relationship between
human resource management systems and
firm performance.

This study also provides some practical
implications for the owners of small busi-
nesses in Can Tho, Vietnam. In particular,
market orientation is a culture that drives
small businesses to focus on identifying their
customers’ needs (Kohli and Jaworski, 1990).
A high degree of market orientation allows
these businesses to gain insights into the cus-
tomers’ needs and provide their products/
services to satisfy those needs, which leads
to performance improvements. However, the
owners should be cautious that market ori-
entation alone cannot lead to performance
improvements. Instead, the owners should
choose the prospector strategy to fit with
the market’s orientation. The selection of the
prospector strategy requires businesses to
emphasize high levels of innovation to con-
tinuously search for new markets. This allows
these businesses to provide products or set-
vices to meet customers’ needs by enhancing
the customers’ experience of their products
and services (Miles and Snow, 1978). A con-
sequence of the correct fits allows businesses
to perform better.

Conclusion

This study aims to get insights into how
the fit between the market’s orientation and
the prospector strategy allows small busi-
nesses in Vietnam to improve their perfor-
mance. This study shows that the orientation
of the market drives these businesses to fol-
low the prospector strategy, and in turn, this
strategy allows performance improvements.

Ngo
Besides, the market’s orientation by itself
cannot directly improve the performance of
small businesses. Instead, the fit between the
market’s orientation and the prospector strat-
egy induces improved performance in small
businesses, to the extent that the prospector
strategy acts as the mediator between market
orientation and performance.

Future research can benefit from this
study by extending its results. First, future
studies should assess the fit between market
orientation and the differentiation strategy. It
is argued that this strategy shares many sim-
ilarities with the prospector strategy (Miller
and Friesen, 1986). By doing so, future stud-
ies can enrich the understanding of the role
of the market’s orientation in strategic man-
agement research. Second, future studies can
also replicate this research model to other
types of businesses, such as large businesses,
to examine this research model’s relevance in
other research contexts.

Limitation

The results of this study are subject to some
caveats. First, the interpretation of this study
must be done cautiously if it is to be gener-
alized to other areas in Vietnam. Because the
data are collected only in Can Tho, it may be
a generalization issue. However, it is not of
much concern because the purpose of this
study is to test the theory rather than general-
ize the results to larger populations. Second,
this study did not perform a pilot test. Thus,
it may cause noise in the questionnaire be-
cause all the measures were translated from
English to Vietnamese. However, this study

believes this issue is 2 minor one because the
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questionnaire was examined by the person person has a strong, practical knowledge.
who assisted with the data’s collection before Lastly, the low response rate is also a limita-
sending it to the targeted respondents. This tion on this study.
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Appendix

Market Orientation (MO) 1

Please indicate the degree to which you agree with the Highly
following statements. Disagree

3

Neutral

Highly
Agtree

1. My business has a strong understanding of out custom-
ers.

2. The functions in my business work closely together to
create supetior value for our customers.

3. Management in my business thinks in terms of serving
the needs and wants of well-defined markets chosen

for their long-term growth and profit potential for the
company

4. My business has a strong market orientation.

Prospector Strategy (PS) 1

Please indicate the degree to which you agree with the Highly
following statements regarding your business’s behaviors.  Disagree

3

Neutral

Highly
Agtree

1. My business is an innovation leader in the industry.

2. My business frequently moves into new markets.

3. My business is known for being “first in” the industry
for developing new ways to perform.

4. My business does not mind risking profits when devel-
oping new products/services.

5. My business is a leader in developing new ways to
perform.

6. My business continuously adopts new technology.

Performance of Small Businesses (PER) 1

Please indicate your business’s performance and the ex- Well Below
tent to which your business attains the following targeted =~ Average
goals.

3

Average

5

Well Above
Average

1. Return on investment.
2. Margin on sales.

3. Capacity utilization.

4. Customer satisfaction.
5. Product/service quality.

6. Introduction of new products/services.

Marker Variable (MV) 1

Please indicate the degree to which you agree with the Highly
following statements. Disagree

3

Neutral

Highly
Agree

1. Travelling is important.
2. Travelling is necessary.

3. Travelling is beneficial.
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