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This study aims to examine the impact of market orientation, 

innovation capacity, and government support on the development 

of the Unburnt Building Materials (UBMs) market in the Mekong 

Delta, Vietnam. In this study, we analyzed the impact of 

government support on UBMs market development through 

market orientation, and incoming innovation capacity. In addition, 

this study analyzed the impact of market orientation and innovation 

capacity on the market development of manufacturers’ UBMs. 

Because the whole manufacturers of UBMs in the Mekong Delta 

are small, the number of samples of the study is the target 

population - the whole overall with 78 owners or senior managers 

of micro, medium, and small manufacturing enterprises. For data 

analysis, we applied the Partial Least Squares Structural Equation 

Modeling (PLS-SEM) to test both measurement and structural 

models. The results show that government support has a positive 

impact on the market development of UBMs through market 

development and innovation capacity. Furthermore, market 

development is also influenced by one’s market orientation and 

innovation capacity in terms of products, processes, and marketing. 

In this study, innovation capacity has the highest impact on the 

market development of UBMs of enterprises. This study has 

contributed to the knowledge related to the positive impact of 

government support on market orientation, on innovation capacity 

from the perspective of small, medium, and micro construction 

enterprises in Vietnam. Develop a new product market development 

model for small, medium, and micro enterprises by integrating 

external factors (government support) and internal resources of 

enterprises (market orientation and innovation capacity). 

1. Introduction 

There are many noticeable studies that have examined the powerful role of Market 

Orientation (MO) on innovation and their impact on other firm-level outcomes (Kohli & Jaworski, 

1990; Narver & Slater, 1990). The results of a number of studies have shown that MO is considered 

very important for the innovation and Innovation Capacity (IC) of enterprises (Christensen & 

Bower, 1996). This is the expected outcome of corporate growth strategies towards (Grant, 1991). 
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This has been confirmed by many scholars in the resource-based theory approach to develop 

strategies for the market development of corporate products and industry development (Ketchen, 

Hult, & Slater, 2007; Murray, Gao, & Kotabe, 2011). Besides, Han, Kim, and Srivastava (1998) 

once cited Drucker (1954) assertion that business is creating customers, and developing customers 

is developing markets based on marketing and innovation. Market success is created through the 

power of market orientation and innovation (Atuahene-Gima, 1996). However, our understanding 

of the influence of MO on different types of innovation remains inconclusive (Cai, Liu, Zhu, & 

Deng, 2015) if not unclear. Furthermore, most of these studies have been conducted to test 

hypotheses using samples of large firms established in developed economies and very few studies 

consider in companies in a new industry in a transitioning, emerging market context. Developing 

countries with economies in transition are frequently characterized by inadequate institutions in 

support of business markets (Ahlstrom & Ding, 2014; Mair & Marti, 2009), so governments often 

want to initiate and support entrepreneurial efforts for firms in their own countries (Eijdenberg, 

Thompson, Verduijn, & Essers, 2019). These are research gaps that need to be reviewed. In that 

context, there are two questions to discuss. How do the impact of MO and IC (types of innovation) 

on the market development of companies in a (new) transitioning industry differ from the results 

of previous studies? How does government support affect MO and IC to market products in a 

transitioning industry? 

In Vietnam, the transformation of new industry development has been carried out since 

2010 through many mechanisms and policies from the government to local authorities in order to 

create a legal corridor, a basis for management and investment in Unburnt Building Materials 

(UBMs) production and business. The government has made many decisions on the roadmap to 

terminate the operation of manual brick kilns producing fired clay bricks and requires increasing 

the use of UBMs, limiting the production and use of fired clay bricks (Bui, 2017; D. T. Nguyen, 

2012). Programs and development planning schemes of government from central to local levels 

are compulsory in state-funded works and encouraged with non-state-owned constructions to 

convert production and consumption of fired clay bricks to production as well as consumption of 

UBMs (Hoang, 2014a, 2014b; H. N. Nguyen, 2012). The conversion results show that the total 

production design capacity of UBMs accounted for about 8% in 2010 increased to 30% of the total 

designed capacity in 2018 (Cao, 2018; Pham, 2017). However, the development of UBMs is still 

lower than required by the government program (Ministry of Construction, 2020b). In fact, the 

average production output is only 40 - 50% of the total designed capacity of the UBMs production 

line. Although the consumption rate accounts for about 90% of total production, the process of 

consuming all UBMs is slow (Truong, Duong, & Truong, 2022). Consumption of non-construction 

materials is mainly for state works, public projects are required to be used according to orders 

(Ministry of Construction, 2020c). The outstanding issues in UBMs market development in the 

Mekong Delta, Vietnam provide an opportunity to test relevant hypotheses and fill in the research 

gap identified above. 

The government support-based approach to promoting new product development through 

product innovation strategies is consistent with the research of Li and Atuahene-Gima (2001) who 

has studied the impact of Chinese government institutions and regulations on product innovation 

strategy and product innovation outcomes. Furthermore, the research results of Zhang, Qi, Wang, 

Zhao, and Pawar (2018) have shown that government support has a positive impact on process 

innovation, product innovation, and corporate performance in China. In addition, Qu and Ennew 

(2005) found evidence of market-oriented development in transitioning markets thanks to 

government institutional support. This study was conducted with the desire to demonstrate, from 

a sustainability perspective, how government support helps companies to realize market 
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orientation and enhance IC (product, process, and marketing) to facilitate unburnt construction 

material market development in the Mekong Delta, Vietnam. 

2. Theoretical basis 

2.1. Market orientation 

Ketchen et al. (2007) describe “the resource-based theory (RBV) by strategic resources, 

and the theory emphasizes that there is only potential value and that realizing this potential requires 

associated with other important business factors” (Ketchen et al., 2007, p. 962). MO is generally 

defined as the extent to which a market actor uses knowledge of the market, especially its 

customers, as a basis for making decisions about what to produce and how to produce it, and how 

to market it (Jaworski & Kohli, 1993). Market orientation is an important factor that creates an 

enabling environment for the strategic behavior of the business toward continuously creating more 

and more value for customers. This study uses the behavioral approach of Kohli and Jaworski 

(1990). Accordingly, market orientation includes market intelligence generation, market 

intelligence dissemination, and market responsiveness. The first two factors have no value if the 

organization is not able to respond to market information and market needs. According to Kohli 

and Jaworski (1990), all departments need to be responsive and this can take the form of selecting 

appropriate target markets, designing, manufacturing, promoting, and distributing products that 

meet the needs of current demand, and forecast future demand. This study focuses on the role of 

employee responsiveness, responsiveness to customers, and company performance as a result of 

market orientation (Kohli & Jaworski, 1990). 

2.2. Innovation capacity 

The management literature emphasizes the fundamental role of innovation (Baker & 

Sinkula, 2002; Lyon & Ferrier, 2002; Wolfe, 1994) based on Resource Based Theory (Kibbeling, 

Van Der Bij, & Van Weele, 2013; Prajogo, 2016). Since Schumpeter introduced the concept of 

“creative destruction” in 1934 (Schumpeter, 2008), innovation has also been recognized as one of 

the strategic factors that create and maintain an effective competitive advantage in today’s business 

market (Tidd, 2001). “The capacity to innovate is an improvement anywhere in the enterprise; not 

only in products, services, and processes, but also in other factors such as leadership, human 

resources, communications, organization, marketing, and any other activities that improve the 

business.” (Csath, 2012, p. 10). Many studies have identified and recognized IC through 

combining different types of innovation including product innovation, process innovation, 

organizational innovation, and marketing innovation according to the classification published in 

The OECD Oslo Handbook for arguing that individual innovation capabilities are relevant to small 

and medium enterprises (Rajapathirana & Hui, 2018; Truong, Duong, & Truong, 2020). 

The OECD Oslo Manual (2005) has asserted that product innovation can use new 

technologies and knowledge (p. 48), including the introduction of an entirely new product/service 

or substantial improvement in its characteristics or intended use. Process innovation is “the 

implementation of new or significantly improved production or distribution methods” (OECD 

Oslo Manual, 2005, p. 49). Marketing innovation is “the implementation of new marketing 

methods that involve dramatic changes in product design, product placement, and product 

communication or pricing” (OECD Oslo Manual, 2005, p. 50).  

 In this study, the author aims to discover the IC based on the classification point of view 

from the OECD Oslo Manual (2005). IC is a multi-dimensional concept and represents the ability 

of enterprises to use internal and external resources to change and improve their current products, 

services, processes, and marketing methods. 
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2.3. Government support 

The concept of Government Support (GS) comes from institutional theory, which is an 

important advantage of institutions. An institutional theory emphasizes the normative context in 

which organizations exist so that organizational action cannot be separated from an understanding 

of their social environment (Martinez & Dacin, 1999). There is plenty of research that attributes 

the successes of many emerging economies to the strategic role their governments play in 

providing an environment that fosters business growth and development (Chadee & Roxas, 2013). 

The institutional theory states that the success of a business in the market depends partly and 

importantly on the institutional environment (Famiola & Wulansari, 2019). Government support 

to correct market failures or facilitate the development of strategically important industries (Li & 

Atuahene-Gima, 2001). 

In order to create favorable conditions for converting the use of baked clay materials, the 

government from the central government to the government of each province has developed 

development strategies, regulations, schemes, policies, and measures, which help encourage 

innovation toward the production and use of UBMs. In the early stages, these public policies 

mainly targeted state-owned organizations and enterprises from large to Small and Medium-Sized 

Enterprises (SMEs), and issued many measures to support the transformation. While these policies 

are important and useful, their effect on innovation and firms’ capabilities is still not clear due to 

the relatively low level of formal institutional trust and incomplete regulatory framework. It is 

therefore important that we examine how overall GS affects the relationship between MO and 

innovation capacity. 

2.4. Market development 

Market development has been widely recognized as a noticeable aspect of business 

operations (Hussinki, Ritala, Vanhala, & Kianto, 2017). Kotler and Armstrong (2018) argue that 

“Market development is defined as the growth of a business by identifying and developing new 

market segments for its existing products” (p. 71). 

Corporate performance is enhanced when a company implements market development in 

planning to attract new customers, so the business’s managers must focus on internal efficiency, 

which requires using enterprise resources (Ejike, 2020; Tavakolizadeh, 2014). Market 

development is one of the results of business performance (Dang, Le, & Peansupap, 2019) by 

managing and using resources and capabilities. All the companies in the industry with better 

market development results will promote the industry to survive and develop. Market 

development is a type of growth strategy in either the manufacturing industry or the service 

industry, so the way to develop the market in an industry or business is different. Market 

development is also considered as one of the business growth strategies by using existing products 

and services to find customers and explore new markets. Ansoff (1957) focuses on using the 

company’s marketing strategy to increase the company’s revenue levels through product 

discovery (David, David, & David, 2013; Hussain, Khattak, Rizwan, & Latif, 2013). This means 

that business performance results show an increase in sales volume, an increase in product sales 

that is successful market development. 

2.5. Market orientation, innovation capabilities, and government support 

The development of the construction industry in the changing economic environment also 

affects the needs of customers. Market-oriented businesses to meet current market needs and 

anticipate future needs through innovation is increasingly becoming a matter of survival. Due to the 

transformational nature of the building materials industry from baked clay materials (traditional 
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bricks) to UBMs, businesses recognize the need to apply new technologies to respond to the change. 

It is therefore eminent to examine the relationship between MO and innovation in a fast-growing 

industry in Vietnam that may differ from what we have learned from advanced economies. 

The production of building materials is labor intensive, and using non-renewable resources 

(agricultural land) for economic growth is no longer appropriate and unsustainable. Government 

intervention is the government’s regulations and policies in the industry (O’Brien, London, & 

Vrijhoef, 2004). Litman (1998) has affirmed that government intervention is one of the important 

factors in the structure of the industry. The role of the government (government support) will be 

related to the strategic choices of the business (Shu, Zhou, Xiao, & Gao, 2016). The nature of the 

mode/types of innovation capabilities is significant for the most prominent causes of industry-wide 

innovation that generate industry growth (Martin & Scott, 2000). Therefore, effective forms of 

public support will affect private innovation (Martin & Scott, 2000). From this argument, the 

author expects that: 

H1a: Government support positively affects the market orientation 

H1b: Government support positively impacts innovation capacity 

2.6. Market orientation, innovation, and market development 

Drucker (1954) emphasized the importance of the market (creating customers) and 

innovation to achieve business success in business administration. There is a great deal of research 

exploring the relationship between market orientation and innovation in both manufacturing and 

service industries (Akman & Yilmaz, 2008; Atuahene-Gima, 1996; Gatignon & Xuereb, 1997; 

Hurley & Hult, 1998). The research of Kirca, Jayachandran, and Bearden (2005) has contributed 

quite a lot to the theory and practice related to the relationship between market orientation and IC 

of enterprises. Markets and innovation are equally important and synergistic effects can be 

achieved using the effect of market orientation on firm performance, and this effect is stronger 

when market orientation is combined with additional resources from within the business, such as 

innovation (Menguc & Auh, 2006). Snoj, Milfelner, and Gabrijan (2007) discovered and 

confirmed that market orientation positively affects the financial and market performance of 

companies indirectly through innovation capacity. Cai et al. (2015) enriches our understanding of 

the relationship between MO and IT innovation across the regions and industry sectors. Therefore, 

the author assumes that: 

H2: Market orientation has a positive effect on innovation capacity 

Many empirical studies provide results that show positive relationships between the market 

orientation and manager’s perceptions of business performance (Jaworski & Kohli, 1993), sales 

growth (Slater & Narver, 1994), and manager’s perceptions of new product performance 

(Atuahene-Gima, 1996; Slater & Narver, 1994). Moreover, there was no direct effect on market 

orientation on perceived new product market performance (Atuahene-Gima, 1996), market share, 

or market share growth (Pelham & Wilson, 1996). Kirca et al. (2005) also demonstrated that 

market orientation positively affects various variables related to firm's performance, such as 

market development, sales volume, and market share, perceived quality, customer loyalty and 

overall satisfaction through meta-analysis of previous literature. More specifically, the 

manufacturer’s a stronger focus on understanding and satisfying the needs and wants of customers’ 

increases sales, customer retention, new customers, and market share. Therefore, in the case of this 

study, the author also expects: 
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H3: Market orientation has a positive impact on market development 

Innovation is very important for a company to sell more products and services, gain more 

customers and achieve higher profits (Cheng, Lai, & Wu, 2010), and improve the company’s 

position in the market (Walker, Damanpour, & Devece, 2011). Product innovation involves 

creating a new product or improving an existing product (OECD Oslo Manual, 2005). Process 

innovation using a new type of production material, a new type of machine/equipment (OECD 

Oslo Manual, 2005), improve existing processes through cost reduction and/or increase process 

flexibility and performance (Karabulut, 2015); activities related to team/team training, improving 

hours worked in new product/service development or product/service improvement (Jiménez-

Jiménez & Sanz-Valle, 2011). Marketing innovation is the implementation of a new marketing 

method that involves changes in product design or packaging, product placement, communication, 

or product pricing. OECD Oslo Manual (2005) aimed at satisfying customer needs, opening up 

new markets, or positioning the company’s products/services in the market for the purpose of 

increasing the company’s sales. Process innovation has a larger impact on production costs but 

less impact on a company’s sales growth or market share than product innovation (Cheng, Yang, 

& Sheu, 2014). Marketing IC increases sales by increasing product consumption, and improving 

market performance of companies (Gunday, Ulusoy, Kilic, & Alpkan, 2011). Considering the 

above studies, the author formulated the following hypothesis:  

H4: Innovation capacity positively affects market development 

 
Figure 1. The conceptual model 

3. Methodology 

3.1. Data collection 

To examine the market orientation and innovation capacity of UBMs manufacturers, we 

collected survey data from senior managers of UBMs manufacturing companies based in the 

Mekong Delta. Manufacturers of UBMs were aggregated in 2018 by 13 Departments of 

Construction in the Mekong Delta, Vietnam. Data collection was conducted from early August 

2019 to early June 2020. Businesses must meet two criteria for inclusion in the sample: (1) at least 

three years of operation, and (2) engaged in the production of UBMs is the main field. Each 
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company was interviewed face-to-face for a period of 1.5 to 2 hours through a semi-structured 

questionnaire. We have selected these subjects as the main respondents for our survey because 

they are the ones who best understand the strategic directions of their company’s UBMs production 

and business. Because the whole manufacturers of UBMs in the Mekong Delta is small, the number 

of samples of the study is the target population - the whole overall with 78 owners or senior 

managers of micro, medium, and small manufacturing enterprises. In this case, it is a survey of all 

UBMs manufacturers in the Mekong Delta because the target population is small. That is the 

reason why PLS-SEM is applied as a preferred choice for processing small samples (Hair, Sarstedt, 

Hopkins, & Kuppelwieser, 2014) with a sample size of 78. Some prior researches used PLS-SEM 

as a tool to avoid errors from small sample size such as Thirupathi and Vinodh (2016), which 

applied PLS-SEM with the data surveyed 70 experienced people more than 10 years in the 

manufacturing and design department in 50 automobile components manufacturing companies to 

test the model with 18 observed variables. Furthermore, other reasons that Hair, Hollingsworth, 

Randolph, and Chong (2017) stated are also very suitable for this study such as being non-normal 

data, maximizing explained variance of endogenous variables, number of interaction terms, a large 

number of variables, measures derived from archival data, explains an outcome of interest, 

identifying relationships, second-order constructs (MO), first-orderond-order constructs and first-

order construct (MD, GS) in study model. 

The questionnaires were designed from using existing research variable scales inherited 

from previous research. The initial survey was discussed with the executives of the companies and 

it was pre-tested with 10 pilot interviews to ensure contextual relevance in terms of wording, 

format, and sequence. 

3.2. Measurement 

The research variable scales were designed on a five-point Likert scale (from 1 for 

“strongly disagree” to 5 for “strongly agree”) according to previous research (see Table 3). The 

three MO dimensions, namely market intelligence generation, market information dissemination, 

and market information response, were adapted from Jaworski and Kohli (1993) and by Morgan, 

Vorhies, and Mason (2009). Jaworski and Kohli (1993) reported the appropriate reliability of the 

measure, with Cronbach’s Alpha being greater than 0.70. The three dimensions of innovation 

capacity (IC) (i.e., product, process, marketing) were adapted from the OECD Oslo Manual (2005), 

Jiménez-Jiménez and Sanz-Valle (2011), and Karabulut (2015). Their study has shown the 

appropriate reliability of this measure with a composite confidence greater than 0.70. The measure 

of GS used was from Li and Atuahene-Gima (2001). Li and Atuahene-Gima (2001) reported the 

acceptable reliability of these measures with Cronbach’s Alpha of 0.71. The order of the items in 

the questionnaire was chosen at random to avoid any bias due to survey fatigue. 

4. Result and discussion 

4.1. Result 

4.1.1. Respondent profile 

Managers in charge of production and consumption activities who play an important role 

in business development orientation related to UBMs are the subject of answering the questions in 

the survey (see Table 1). 
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Table 1 

Profile of respondents 

Demographic Profile  Content Frequency  Percentage  

Position 

 

Business owners 39 50.0 

Managing director 25 32.1 

Sales manager 12 15.4 

Chief accountant 2 2.6 

Academic level 

 

Intermediate Professional Education 11 14.1 

College 21 26.9 

Undergraduate 46 59.0 

Specialize 

 

Construction 61 78.2 

Mechanical Engineering 19 24.4 

Economics and management 18 23.1 

Electricity 4 5.1 

Automation 1 1.3 

Experience From under 05 years 30 38.5 

From 06 years to 10 years 22 28.2 

From 11 years to 15 years 19 24.4 

From 16 years to 20 years 4 5.1 

Over 20 years 3 3.8 

Source: Data analysis results (2020) 

4.1.2. Business profile 

The business profile of respondents shows in Table 2. 

Table 2 

Business profile of respondents 

Business Profile  Content Frequency  Percentage 

(%)  

Type of business 

 

Joint Stock Company 11 14.1 

Limited liability company 53 67.9 

Household business 10 12.8 

Private enterprise 2 2.6 

Cooperative 2 2.6 
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Business Profile  Content Frequency  Percentage 

(%)  

Number of years 

of business 

operation 

 

Less than 05 years 30 38.5 

From 05 to 10 years 25 32.1 

From 11 years to 15 years 13 16.7 

From 16 years or more 10 12.8 

Source of capital 

of the business 

 

Equity capital 78 100 

Loans 64 82.1 

Scale based on 

capital 

 

Super small (From under 3 billion VND) 12 15.4 

Small (Over 3 billion VND to 50 billion VND) 58 74.4 

Medium (Over 50 billion VND to 100 billion 

VND) 
7 9.0 

Large (over 100 billion VND) 1 1.3 

Scale based on 

personnel 

Super small (From less than 10 employees) 29 37.2 

Small (From 11 to 100 employees) 43 55.1 

Medium (From 101 to 200 employees) 3 3.8 

Large (From 201 employees or more) 3 3.8 

Source: Data analysis results (2020) 

4.1.3. Statistical analysis and results 

We used Partial Least Squares Structural Equation Model (PLS-SEM) to analyze the data 

and test the model in this study. The sample size is relatively small, so PLS-SEM is the optimal 

choice to handle small samples (Hair et al., 2017). This section discusses the two stages of least 

squares analysis: measurement model analysis and structural model analysis. Then, the 

bootstrapping method was used to calculate the significance level of the path coefficients, as 

suggested by Hair et al. (2017). Analysis was performed using SmartPLS 3.3.3. 

4.1.3.1. Evaluation of the measurement model 

In the measurement model evaluation, the convergent and discriminant validity of the 

measurements was estimated. Regarding convergent validity, according to Hair et al. (2017), all 

indicators show loads above the threshold of 0.70 as shown in Figure 2 and Table 1. The extracted 

mean variance values output (AVE) is greater than 0.50 for all constructs, indicating an acceptable 

degree of convergence validity. The composite reliability values range from 0.883 to 0.954, as 

shown in Table 3. The minimum accepted threshold is 0.70. 

Furthermore, according to Henseler, Ringle, and Sarstedt (2015), the HTMT must be lower 

than 0.9. Garson (2016) argues that the discriminant validity between the relevant variables is 

demonstrated when the value of the HTMT indexes is less than 1. Table 4 shows that the 

Heterotrait-Monotrait Ratio values for each construct are lower than 1.0. The repeat indicator 

method was used to estimate the quadratic latent structure as suggested by Hair et al. (2017). This 

is evident in the first-order structure (see Figure 2). 
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Table 3 

Item loading, validity, and reliability 

Variable  Factor Loading  Cronbach’s Alpha CR AVE 

Market Orientation (MOF)         

Market intelligence generation (MIGF)      0.781 0.901 0.820 

MIGF1 0.895       

MIGF2 0.916       

IDF   0.820  0.894  0.739  

MID1 0.906       

MID5 0.912       

MID2 0.751       

Market responsiveness (MRIF)   0.835  0.883  0.655  

RI1 0.862       

RI2 0.920       

RI3 0.731       

RI4 0.705       

Innovation Capacity         

Product Innovation (PUIF)   0.814  0.915  0.843  

PUIF2 0.710       

PUIF3 0.780       

Process Innovation (PSIF)   0.887  0.922   0.748  

PSIF1 0.790       

PSIF2 0.831       

PSIF3 0.714       

PSIF4 0.802       

Marketing Innovation (MI)   0.846  0.908  0.767  

MI1 0.908       

MI2 0.913       

MI3 0.801       

Government support (GS)   0.893  0.926  0.758  

GS1 0.810       

GS2 0.903       

GS3 0.880       

GS4 0.886       

Market Development (MD)                0.942      0.954      0.775  

MD1 0.857       

MD2 0.896       

MD3 0.882       

MD4 0.907       

MD5 0.871       

MD6 0.868       

Source: Data analysis results (2020) 
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Table 4 

Discriminant validity 

Variables GS IDF IGF MD MI PSI PUI RI 

GS 1.000               

IDF 0.624 1.000             

IGF 0.489 0.943 1.000           

MD 0.638 0.670 0.555 1.000         

MI 0.627 0.680 0.578 0.656 1.000       

PSI 0.593 0.741 0.572 0.656 0.698 1.000     

PUI 0.534 0.655 0.715 0.700 0.691 0.744 1.000   

RI 0.421 0.486 0.329 0.503 0.525 0.591 0.451 1.000 

Notes: GS, Government Support; IDF, Market intelligence dissemination; IGF, Market intelligence generation; MD, 

Market Development; MI, Marketing Innovation; PSI, Process Innovation; PUI, Product Innovation; RI, Market 

responsiveness 

Source: Data analysis results (2020) 

 

Figure 2. Measurement model 

Source: Data analysis results (2020) 
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4.1.3.2. Structural model evaluation 

After the evaluation of the fit of the measurement model, the second phase is the evaluation 

of the structural model. The relevance of PLS-SEM depends on the ability to predict the 

endogenous structure of the model through certain criteria: coefficient of determination (R2). R2 

value is used to evaluate the predictive accuracy of the research model and indicates the 

contribution of each exogenous variable to the explanation of variance in the endogenous variable. 

R2 ranges from 0 to 1, where the values 0.75, 0.50, and 0.2 indicate a significant, moderate, and 

weak contribution, respectively (Hair et al., 2017; Sarstedt, Ringle, & Hair, 2017). In this case 

(Table 5), the model’s R2 coefficient is moderate and satisfactory, with a value of 0.510 for market 

development, a value of 0.549 for IC, and with a weak explanatory value (R2 = 0.294) for MO. 

Table 5 

Predictive relevance of the PLS path model 

Endogenous  R2  

Innovation Capacity 0.549 

Market Development 0.510 

Market Orientation 0.264 

Source:  Data analysis results (2020) 

4.2. Hypothesis testing 

The last step is to check the path coefficient of the structural model through the 

bootstrapping method. The results show that all structural relationships are significant. Table 6 and 

Figure 3 highlight the essential role of GS in MO and IC driving, with path coefficients of (β = 

0.514, t = 5.972, p < 0.001) and (β = 0.339, t = 3.816, p < 0.001), respectively, thus providing 

support for H1a and H1b. Moreover, MO positively affects on IC, which is significant at the 1% 

significance level (β = 0.507, t = 5.762, p < 0.001), supporting H2. In addition, the hypothesized 

relationship between IC and MD is positive and significant (β = 0.567, t = 5.959, p < 0.001), 

supporting H3. Particularly, MO has a positive effect on MD, which is significant at the 10% 

significance level (β = 0.195, t = 1.819, p = 0.069 < 0.1), supporting H4. 

Table 6 

Results of hypothesis testing 

Hyp. 

No  
Hypothesis statement  

Path 

coefficient  
SE  t-value  p-value  Decision 

H1a Government support  Market Orientation 0.514*** 0.086 5.972 0.000 Supported 

H1b Government support  Innovation Capacity 0.339*** 0.089 3.816 0.000 Supported 

H2 Market Orientation   Innovation Capacity 0.507*** 0.088 5.762 0.000 Supported 

H3 Innovation Capacity  Market Development 0.567*** 0.095 5.959 0.000 Supported 

H4 Market Orientation  Market Development 0.195a 0.107 1.819 0.069 Supported 

Note(s): ap < 0.1; *p < 0.05; **p < 0.01; ***p < 0.001 

Source:  Data analysis results (2020) 
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Figure 3. Structural model 

Source: Data analysis results (2020) 

4.3. Analysis of indirect effects 

Indirect impact analysis is used to analyze the impact of government support on the market 

development of UBMs. In the context of this study, the indirect impact of government support on 

manufacturer UBMS market growth was examined using MO and IC. The results of this study 

show that government support significantly affects both MO and IC, and MO and IC positively 

affect UBMs market development. It can be concluded that government support has an indirect 

impact on the market development of manufacturers (Table 7). 

Table 7 

Indirect effects 

Indirect Effects Path coefficient  SE  t-value  p-value  

GS -> IC -> MD 0.192*** 0.061 3.160 0.002 

GS -> MO -> MD 0.100a 0.058 1.732 0.083 

GS -> MO -> IC -> MD 0.148*** 0.051 2.910 0.004 

MO -> IC -> MD 0.287*** 0.076 3.802 0.000 

Note(s): ap < 0.1; *p < 0.05; **p < 0.01; ***p < 0.001 

Source: Data analysis results (2020) 
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4.4. Discussion 

In summary, this study has made significant contributions in the following three aspects. 

First, our study contributes to existing theory by incorporating an institutional perspective into 

new product market development strategies. Second, this study enriches our understanding of the 

relationship between MO and IC in a developing country’s construction industry. Third, this study 

presents important insights for managers in micro, small, and medium enterprises and also for 

public policy development purposes. 

This study introduces an institutional perspective into new product market development 

strategies through a conceptual model of the relationship between MO and IC. This cannot be 

considered a mere duplicate of existing research. Emerging markets today play a very important 

role in the world economy. However, we still do not have a complete understanding of these 

emerging market contexts in relation to MO, IC, and MD. In particular, the impact of government 

support on this relationship is all the more interesting. This result supports Bui (2019)’s view that 

the Government is an external source that will actively support businesses in many aspects such 

as subsidies, tax incentives, incentives to borrow, or facilitate the increase of internal resources. 

Especially, when the UBMs industry is very new. The government support factor has a positive 

and strong impact on the market orientation of manufacturers of UBMs and a rather strong impact 

on the innovation capacity of manufacturers. This is absolutely true in fact, the government and 

related agencies in the construction industry from the central to local levels have orientations, 

plans, and regulations for the development of the building materials industry in order to reduce the 

use of baked clay bricks in Vietnam in general and the Mekong Delta in particular. The government 

has also issued a number of regulations, standards, and documents to guide manufacturers of 

UBMs to produce according to standards in Vietnam, supporting manufacturers with necessary 

information and technology support, and interest rate support for UBMs to purchase production 

technology or import technology/equipment to assist in production. Therefore, government 

support has stimulated the strategic choice of enterprises to invest in production (Scott, 1995; Shu, 

Wang, Gao, & Liu, 2015; Shu et al., 2016). From the initial support along with a few small projects 

in some localities, the manufacturer of UBMs in the production process has had market orientation, 

improved product/service innovation, process innovation, and marketing to survive and thrive. For 

the use of UBMs, the government is using a compulsory policy in building state capital to gradually 

create a habit and replace the use of fired clay bricks, yet there is no policy to stimulate the use of 

UBMs or a policy to limit the use of fired clay bricks. This is also an issue that needs attention in 

the upcoming government policies toward businesses using UBMs. 

In addition, the impact of the manufacturer’s market orientation on market development at 

the 10% significance level, consistent with the market orientation theory, positively affects the 

performance of the organization or market orientation creates a context that is favorable for 

effective organizational activities (Kohli & Jaworski, 1990) and is consistent with proven 

empirical studies (Atuahene-Gima, 1996; Gligor, Gligor, & Maloni, 2019). Manufacturers of 

UBMs do market development and improve the quality of their products and services to meet the 

market through researching market information, disseminating market information, and adjusting 

their own operations. The results of this study are also consistent with the findings of Kirca et al. 

(2005) that market orientation positively affects various variables related to a firm’s performance, 

such as the growth of the market. Market growth, sales, market share, perceived quality, loyalty, 

and overall customer satisfaction through meta-analysis. If we consider this relationship more 

strictly at the 5% or 1% significance level (based on the results of many studies in the field of 

business administration), the results of this study do not have enough evidence to support this 

relationship. At the same time, the research results also show that the market-oriented manufacturers 
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of UBMs are not good enough to produce good performance results. This is understandable because 

the starting point of the production of UBMs is from the regulations, programs of the government, 

ministries, sectors, and localities under provincial management, and the use of UBMs is now 

mandatory in construction works that are approved by the funding from the state budget. Therefore, 

the proactive market orientation of UBMs manufacturers is still not good. 

Moreover, compared with the impact of the manufacturer’s market orientation, the 

manufacturer’s innovation capacity has a stronger impact on market development. This means that 

the manufacturer of UBMs with better innovation capacity in both manufacturing/service, process, 

and marketing, the better UBMs market development results. This result is also confirmed, 

consistent with the research results of previous authors such as Kirca et al. (2005); Prajogo (2016); 

Damanpour, Walker, and Avellaneda (2009); Gunday et al. (2011); Cheng et al. (2014); 

Kafetzopoulos and Psomas (2015); Psomas, Kafetzopoulos, and Gotzamani, (2018); Rajapathirana 

and Hui (2018). This also agrees with the results of Dang and Dao (2016) that building materials 

companies need to improve their capacity to improve product production technology to create 

products that are suitable for consumers’ tastes. use and harsh climatic conditions as well as 

monitor the production process, improve, and innovate equipment and production processes to 

improve product quality. Thus, the innovation capacity of UBMs manufacturers positively 

influences the market development of UBMs by manufacturers suggesting that UBMs 

manufacturers need to consider innovation in terms of products, services, processes, and marketing 

will be more likely to succeed in the market. 

This study contributes to the theory by adding to the body of knowledge regarding the 

positive association between government support, market orientation, and capacity for innovation 

in the perspective of construction material manufacturers in developing countries. The findings of 

this study contribute to explaining some of the arguments in some of the controversies about the 

effectiveness of government support for SME survival. Furthermore, this study has succeeded in 

developing the survival model of micro, small, and medium enterprises in the situation of industry 

transformation by integrating external factors (government support) and internal resources (market 

orientation, innovation capacity). Therefore, this study also contributes to verifying the factors 

affecting the business existence of micro, small, and medium enterprises producing and trading 

new technology products. 

5. Discussion & implications 

5.1. Conclusions and implications 

Our study explains the impact of government support on SMEs, especially new products - 

UBMs in the building materials industry. It is urgent and important to help stimulate SMEs to 

establish, survive and thrive in the transformation of the industry into one of the responsibilities 

of the government. However, this is not all because the business itself must orient and develop its 

own internal capacity to help develop the product market in the long term. This study has explained 

quite clearly how market orientation and innovation capacity affect new product market 

development in an emerging market country. The impact of government support on market 

orientation, and innovation capacity in developing the UBMs market of SMEs, and micro 

enterprises has been demonstrated in this study. All hypotheses proposed in this study are accepted. 

Government support effectively influences the UBMs market development. However, in this 

study, the impact of government support on firm survival is mediated by both market orientation 

and types of innovation capabilities. 

Besides theoretical implications, this study provides important implications for corporate 

senior managers in charge of development strategy. Findings show that high MO and IC can 
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enhance MD. Therefore, managers should lead their companies proactively based on a balanced 

approach to managing to achieve optimal MD results. Managers should also pay attention to the 

difference and the appropriateness in the use of resources and the use of product, process, and 

marketing innovative capabilities. 

5.2. Limitations 

This study introduces limitations regarding the results that are drawn solely on the 

construction materials sector, which is quite specific and should be generalized with caution. The 

study also focuses on GS, MO, IC and their effects on MD. Future research may consider the 

potential effects of other variables. Finally, the results of the present study are drawn based on the 

perceptions of the managers, it will be worthwhile to further consider the customer perceptions to 

develop the product market based on innovation and market orientation. 
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