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Abstract 

Over the past several decades, the globalisation and liberalisation of the agricultural 

marketplace are creating a new competitiveness. This trend has led to transitions of the 

agricultural market from homogenous, commodity and price-driven market to more 

differentiated and fragmented products based on customers’ needs to provide superior value 

to the market. Examples of the typical transitions of agricultural product are grass-fed beef, 

free-range chicken and organic crop products. In spite of these transitions, beef cattle 

producers still depend on their own capital resources to improve their business performances. 

Within the complexity of the agricultural market, especially the beef cattle value chains, 

actors may be able to leverage their knowledge and understanding about customers and 

competitors, and their other resources to achieve a competitive advantage and superior 

business performance.  

Therefore, this thesis addresses the problem of how beef cattle value chain actors in the 

Central Highlands of Vietnam utilize their resources to create a competitive advantage to 

improve the business’ financial performance. Because this study employs a multi-disciplinary 

investigation of complex agricultural value chain, it adopted a sequential mixed method 

design based on the combination of positivism and constructivism-interpretivism using the 

pragmatist paradigm. The research sequence has two phases, of which the first phase, a 

quantitative study, is conducted using a survey of 190 beef cattle value chain actors. This 

phase uses existing measurement scales to measure the level of resources, market orientation, 

innovation, competitive advantage, and the relationship of these latent constructs on financial 

performance. The data from this phase was analysed using IBM.SPSS and AMOS 24. The 

second phase qualitative study is conducted through interviews with 30 selected beef cattle 
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value chain actors, which then was analysed using NVivo 11 for thematic analysis, to explain 

the relationship among the constructs from phase one.  

The study found that market orientation, resources, and innovation are significant drivers of 

competitive advantage and financial performance. In particular, customer orientation, 

competitor orientation, resources, and innovation enable value chain actors to achieve 

strategy of differentiation, while inter-functional coordination and innovation create a low-

cost strategy of the beef cattle value chain. Moreover, customer orientation, inter-functional 

coordination, and resources are the essential factors to generate innovation in the beef cattle 

value chain. Findings also indicate that differentiation and innovation are an option of value 

chain actors to improve the financial performance.  

This thesis contributes to the existing literature by assessing the constructs of market 

orientation, innovation, competitive advantage, and business performance in the context of an 

agricultural value chain in a developing country; thus, the framework of resource advantage 

theory is confirmed and validated in this context. The study also contributes to the on-going 

debates on the application of mixed methods design in marketing and related strategic 

management studies.  
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Chapter 1 Introduction 

 

1.1 Background to the Research 

Cattle production is the major component of the Vietnamese livestock economy. National 

statistics reveal that this production contributes to the growth and development of the 

economy by growing and creating jobs, gross domestic product, and improving the living 

standard of the local people. Vietnam is home to about seven million cattle, which are 

currently managed on a low-intensity system. Production is based on mixed sources of feed 

of variable quality, produced with high labour inputs based on a cut and carry system feeding 

tethered cattle or employing a form of untethered grazing. Over 75% of cattle producers in 

Vietnam are smallholders (Huyen, Herold, Markemann, & Zárate, 2011; Huyen, Herold, & 

Valle Zárate, 2010). Most of them base production on a local breed commonly called yellow 

cattle because this local breed adapts quite well to the harsh conditions, weather changes and 

the type and availability of food -stuff (World Bank, 2009). The current cattle production 

system, however, has low growth rates and slim profit margins.  

 

 

 

 

 

Figure 1.1. Beef consumption in Vietnam 

Source: General Statistics Office (2017) 
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The Vietnamese economy has started to grow rapidly, and the demand for beef consumption 

is likely to increase because of the rising income. The figure 1.1 indicates the quantity of beef 

production in bars chart and the beef consumption per capita in line chart. The ratio of beef 

consumption has increased 6.0% annually, from 3.2 kg in 2007 to 4.7 kg in 2010, and 

subsequently increasing to 9.92 kg in 2016 (General Statistics Office, 2017). The main 

forces, which push up beef demand in Vietnam, are increasing living standard or income, the 

implementation of related policies and strategies on poverty alleviation by the government, 

and population growth (Minot, Michael, Anh, & Trung, 2006). Unless the productivity of 

beef- farming is increased, Vietnam is likely to face a shortfall, which will be filled by 

importing cattle from other countries. However; the increase in beef demand has been lower 

than the substantial increase ratio of total beef production in the country that soared from 

around 100,000 tonne in 2007 to approximately 300,000 tonne in 2016. During the last 10 

years, the national cattle herd slightly increased by of 0.5 million head (from 3.6 million head 

in 1995 to around 4.1 million head in 2015) (General Statistics Office, 2017) 

The data from Food and Agriculture Organization (2010) indicated that Vietnam’s economic 

development supports to increase income per capita, living standard, and household 

expenditures, which also leads to the increasing of demand for beef consumption. However, 

the beef domestic beef cattle production has not met the customers’ demand. Accordingly, 

Trinh and Hoang (2010) indicated that the country has been importing a considerable volume 

of high quality meat, especially high quality beef and live cattle. During the last five years, 

beef occupies the highest proportion of imported meat in Vietnam and this figure is expected 

to increase to meet the local demand, especially in the big cities where the beef cattle 

production is constrained due to the limitation of land (Food and Agriculture Organization, 

2010). 
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Figure 1.2. Imported and domestic cattle  in Vietnam  

Source: Food and Agriculture (2017) 

The data from the Food and Agriculture (2017) shows that the rapid increase in beef imports 

since 2012 has led to the negative effects on domestic beef cattle production. Compared to 

local beef production, the beef imports have lower prices, high quality, and availability. 

Indeed, beef from Australia and beef produced by cattle imported from Australia and fattened 

and slaughtered in Vietnam is significantly cheaper than Vietnamese production because of 

lower costs of producing cattle up to 300kg in Australia and the quicker fattening rates of 

Australian cattle compared to Vietnamese cattle. Accordingly, local beef is gradually losing 

its share in the marketplace.  

An additional concern is that a large number of cattle are both legally and illegally imported 

to Vietnam from the neighbouring countries such as Laos, Cambodia, Thailand, China, and 

Myanmar. By the end of 2015, around 6000 breeding cattle and 47,000 head of fattening 

cattle from Thailand and Laos had been imported to Vietnam (Ministry of Agriculture and 

Rural Development, 2016) and 10,000 head of cattle were imported illegally from Thailand 

and Laos to Vietnam from the borders, which might not be recorded and controlled. 
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Cattle are routinely imported to Vietnam due to the price differential, the high volume of 

consumption, and the shortage of local beef cattle production. Accordingly, the local beef 

cattle production has to compete for not only price but also the quantity and quality of 

products. In this study, the focus is on how the beef cattle value chain actors leverage their 

resources to create a competitive advantage in the marketplace, so that they can achieve the 

superior financial performance for their business. 

1.2 Research Problem  

During the last 25 years, beef cattle production in Vietnam has faced fundamental changes 

under the pressures of economic growth and globalisation of economies. The process of 

globalisation could well lead to the trade liberalisation, increasing the demand for food safety 

and quality, and enhancing the flow in and out of beef cattle products in Vietnam, because, 

apart from being a major importer of cattle Vietnam also acts as a gateway hub for the 

importation of live cattle to China (Pham, Smith & Pham, 2015). Moreover, beef cattle 

production in Vietnam has been experiencing considerable structural changes due to the 

process of urbanisation, increasing income and technical improvement and change in 

domestic demand (Nin, Lapar, & Ehui, 2003). Beef cattle smallholder production has become 

vulnerable to globalisation through increasing domestic demand and technical improvements 

affecting the predominantly small-scale, traditional production system (Narayanan & Gulati, 

2002).  

Beef cattle production forms the key component for many smallholders’ livelihood strategies. 

In the Central Highlands of Vietnam, this production system is a major development 

opportunity for the smallholders facing problems of land pressure and harsh natural 

conditions. However, beef cattle smallholders in this area have been low in competitiveness 

due to the poor market accessibility and poor quality product.  
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The limitations of subsistence beef production in Vietnam have forced policy attention on the 

importance of innovating – universally acknowledged as the dominant driver of business 

success (Porter, 1985). The study of Stür, Khanh, and Duncan (2013) and Herold and Zárate 

(2010) indicated that innovation enables the development of competitive advantage for beef 

cattle smallholders in Vietnam. In a smallholder beef value chain, innovation is “the 

introduction of or change to something new” (Smith, 2000, p. 76). Rogers (1995, p. 11) 

defined innovation as “ideas or practice, or object perceived as new by an individual or 

another unit of adoption.” By contrast, Goldsmith and Foxal emphasised the term innovation 

particularly for “new to the world” product and adopted other terms such as line extension or 

modification for other new products (Goldsmith & Foxal, 2003, p. 322). Some researchers 

such as Cooper (1998) who produced an innovation model, which comprises three-

dimensional boundaries, also explored the multi-dimensionality of innovation: ‘product-

process, ‘Incremental-radical’, ‘administrative- technical’. In spite of the abundance of 

studies on innovation, the concentration on innovation in the agri-food sector is still limited 

and is recognised as one where innovation is needed (Jongen & Meulenberg, 2005). 

However, the translation of innovation into the agri-food sector is an arduous task as this 

process is affected by a great number of both exogenous and endogenous factors (Ho, 

Nguyen, Adhikari, Miles, & Bonney, 2017a; Micheels & Gow, 2008).  

The effect of innovation on the agrifood business is considered comparable to other 

industries. In the past, the agrifood business emphasised the reduction of the cost of 

production with a little attention to customer value (Fortuin & Omta, 2009). In recent years, 

because of the change in customers’ needs such as food safety, high quality of nutrition and 

convenience, agri-food businesses are transitioning from a supply-based approach to demand-

based approach which is called ‘chain reversal’ (Schiefer & Deiters, 2013). In this process, 

innovation plays a fundamental role in creating a product that aligns with customers’ needs 
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(Folkerts & Koehorst, 1998; Omta & Folstar, 2005; Traill & Meulenberg, 2002). This issue 

contributes to the discussion of market orientation and innovation. Discussion on market 

orientation and innovation has been empirically analysed since the 1990s (Berthon, Hulbert 

& Pitt, 1999; Berthon, Pierre, Mac Hulbert & Pitt, 2004; Han, Kim & Srivastava, 1998). 

These two concepts are essential in organisations or firms to enable innovative outputs 

(Laforet, 2008; Zhou, Yim & Tse, 2005).  

Market orientation fundamentally necessitates innovation in harmony with conditions and 

expectations of the market. Satisfying customers’ needs is the most important factor in 

market orientation and can be achieved through innovative practice (Eris & Ozmen, 2012, 

2012). However, researching how firms could create the market-oriented innovation process 

or how market orientation could be integrated into innovation is sorely lacking (Adams, Day 

& Dougherty, 1998; Kok & Biemans, 2009; Varela & Benito, 2005) for these reasons: 

Firstly, the academic literature has hardly explained the concept of the market-oriented 

innovation process and the differences among firms in adopting this concept. As a result, 

firms are unclear as to what they have to change under this innovation process. Secondly, the 

earlier research is incomplete regarding whether or not market innovation directly or 

indirectly affects the effectiveness of the innovation process. Although Kok and Biemans’ 

(2009) study filled the gap in the literature between market orientation and innovation under 

certain environmental, innovation and organisational factors, they did not consider other 

antecedents such as the size of firms, and related firm resources and the indicators linking 

organisation performance and market-oriented innovation.  

In spite of the differences in defining market orientation in cultural terms (Narver & Slater, 

1990), behavioural terms (Kohli & Jaworski, 1990), and in relational terms (Helfert, Ritter & 

Walter, 2002), the overarching focus of market orientation research is searching ways to 
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provide superior value to customers (Slater & Narver ,1994). More recently, there has been a 

growing concern about market orientation from a value chain perspective (Baker, Simpson & 

Siguaw, 1999; Grunert et al., 2005; Siguaw, Simpson & Baker, 1998). Within the chain, 

firms practise market-oriented activities to create value not only for the end-users, but also 

their customers further down the chain. The scale of market orientation of one actor in the 

chain could be affected by the extent of market orientation of other chain actors; and thus, the 

competitiveness of the entire value chain in serving end-users is dependent on how the chain 

actors process the task of intelligence generation, intelligence dissemination and 

responsiveness in creating value activities (Grunert et al., 2005).  

Whilst there are many studies on market orientation in other industries, little research has 

been conducted to identify the importance of this concept within the agri-food sector and 

value chains for several reasons. First, the agri-food market is largely under researched due to 

its highly competitive, small-scale market structure; and consequentially there are few 

empirical studies on the impact of market orientation on agricultural firm performance as a 

consequence (Micheels & Gow, 2008). Second, in this sector, firms have started to change 

from a considering food a commodity market to a product where some producers are 

embracing a market orientation and innovation to create the superior value for customers 

through the differentiation of products or services (Micheels & Gow, 2011) 

In emerging economies, whilst there are a number of studies examining the relationship among 

market orientation, innovation, and value chain, there are few empirical studies identifying the 

utilisation of value chain actors’ resources to implement innovation to improve value chain 

performance. Additionally, there has been a lack of research on factors that affect resource 

availability and value chain performance.  
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The purpose of this thesis is, therefore, to contribute to understanding this research gap 

through an explanation of the relationship between resource and market-oriented innovation 

in value chain performance in smallholder businesses. By incorporating Hunt and Morgan’s 

(1995) Resource Advantage Theory (R-A theory), which focuses on the resource advantage 

and value chain innovation, this thesis proposes a conceptual framework to test and/or 

explain the relationship between value chain actors’ resource and market-oriented innovation 

in the value chain. The thesis also proposes that there are various factors affecting this 

relationship, which are mediation and moderation. In particular, mediation includes 

institutional factors such as government commitment, economic growth, infrastructure; 

whereas moderation encompasses the related market turbulence factors. Whilst R-A theory 

has been used by various scholars, there has been no empirical study undertaken adopting this 

theory in the specific context of the value chain in developing nations. The present study, 

thus, is to employ R-A theory to examine value chain actors’ resources and value chain 

innovations with the aim of contributing to both enhanced value chain performance and the 

development of theory. 

1.3 Theoretical Model 

The Vietnamese beef industry is a dynamic market in which customers’ needs and strategies 

are changing, therefore beef cattle smallholders need knowledge and understanding about 

customers and competitors to meet market requirements. In such a situation, market 

orientation and others resources: financial, informational, relational, and physical capital are 

the important features for beef cattle value chain actors to explore their opportunities to 

achieve the position in the marketplace and offer the superior value to customers. Those lead 

to generating of superior financial performance. In combination with a focus on efficiency, 

this thesis adopts the “schematic of resource-advantage theory of competition” developed by 
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Hunt and Morgan (1995, p. 108) in the case of a beef cattle value chain in the Central 

Highlands of Vietnam. The theoretical framework will examine financial performance of beef 

cattle value chain actors, which is determined by the level of market orientation, resources, 

innovation, and competitive advantage. A general framework for the model is shown in 

Figure 1.3.  

 

 

 

 

 

 

 

Figure 1.3. Theoretical model of this thesis 

1.4 Research Questions 

Although literature on market orientation, resources, competitive advantage, innovation, and 

business performance have provided researchers with many answers, there remain several 

interesting questions. Among them: “How can value chain actors’ resources leverage the 

creation of positional advantage to produce superior financial performance in an agriculture 

value chain?” Furthermore, are these relationships presented in certain contexts? Previous 

research has been conducted in large-scale industries. However, there are few relevant studies 

in the agricultural sector of developing countries. Accordingly, the problem to be addressed 

in this research, using a combination of survey and interview, is  
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How can value chain actors’ resources leverage the creation of positional advantage 

to produce superior financial performance in a beef cattle value chain in the Central 

Highlands of Vietnam? 

To answer this overall question, seven sub-research questions (SRQs) have been designed. 

SRQ1- How do value chain actors’ resources affect the creation of the competitive 

advantage of the beef cattle value chain? 

The first questions concern the effect of resources and market orientation on the positional 

advantage of a beef cattle value chain. R-A theory categorises “resources as tangible: 

physical, financial, and intangible such as human, organizational, informational, legal, and 

relational” (Hunt & Morgan, 1995, p.7-8). Using R-A theory, the research question explores  

SRQ 2- How does market orientation create the competitive advantage of the beef cattle 

value chain? 

Hunt (1997b) considered market orientation as the resource of firms to create competitive 

advantage. The literature shows that market-oriented firms have outdone their counterparts 

and demonstrated improved performance, by being better at meeting the market needs. Porter 

1991 raised the questions such as “Why do market-oriented firms surpass the less market-

oriented ones?” or “How can firms be better to meet the market requirement than their 

rivals?”. Therefore, the second sub-research question of this thesis is  

SRQ 3: How does competitive advantage affect the financial performance of the beef 

cattle value chain? 

Hunt and Morgan (1995, 1997) indicate that firms’ resources can be leveraged into a 

competitive advantage, which then produces superior performance. Extensive literature has 

examined the translation of competitiveness in terms of cost leading and differentiation to 
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create the superior performance (Langerak, 2003). However, does this relationship exist in 

the context of an agricultural value chain in a developing country? There appears to be few 

studies aiming to answer that question. Accordingly, this thesis has raised the research 

question:  

SRQ 4: How does market orientation affect the innovation of the beef cattle value 

chain? 

Two other research questions focus on the relationship between market orientation, 

innovation, and financial performance of the beef cattle value chain. A number of research 

studies have questioned the relationship between market orientation and innovation (Ozkaya, 

Droge, Hult, Calantone, & Ozkaya, 2015; Song, Wei, & Wang, 2015). Most of them confirm 

that market orientation combines with other organisations’ capability to improve the 

innovation (Micheels & Gow, 2008). In particular, knowledge and understanding about 

customers and competitors, and the dissemination among business units enhance the 

innovation. Therefore, in the context of an agricultural value chain in a developing country, 

this thesis asks 

Although a substantial study has indicated that higher innovation leads to the positive effect 

on a firm’s performance, several questions are an on-going debate (Verhees & Meulenberg, 

2004). In particular, the research questions tackled are “What is the empirical evidence to 

display the relationship between innovation and business performance?” “How can we 

measure the output of innovation”? The efforts to answer such questions as these have been 

made by Ho et al. (2017a) and Micheels and Gow (2008) in the agricultural sector. Most of 

such research confirms that innovation enhances the business performance because 

innovative activities increase the competitive advantage of firms, and innovation enhances 

the firm’s internal capabilities. However, this thesis is concerned with whether or not this 



12 
 

relationship exists in the context of an agricultural value chain and if yes, how to measure this 

relationship. Accordingly, the research question is raised:  

SRQ6: How do resources affect the innovation of a beef cattle value chain? 

Firms’ resources are the essential factors to develop proactive or reactive innovation (Hunt & 

Morgan, 1995, 1997) of which the intangible resources are a condition to develop the 

innovativeness, whereas tangible resources are enhancing the innovation’s implementation. A 

large amount of literature indicates the relationship between resources and innovativeness 

and capacity to innovate. In particular, human resource is an innovative firm’s major capital 

as this asset enables the intellectual capital, knowledge creation, new product development, 

and organisational learning (Barasa, Knoben, Vermeulen, Kimuyu, & Kinyanjui, 2017; De 

Massis, Audretsch, Uhlaner, & Kammerlander, 2018). Moreover, the financial capital, 

informational, relational, and physical assets increase the process of innovation in firms. To 

apply this in context of the agricultural value chain, this thesis asks 

SRQ7: How does innovation affect the positional advantage of the beef cattle value 

chain? 

This thesis considers innovation as a resource enabling the competitive advantage of firms in 

the marketplace (Hunt & Morgan, 1995). Indeed, innovation functions to reduce the 

manufacturing cost and increasing product quality (Baumol, 2004; Qin, 2007). Especially 

when innovation becomes mainstream in the competition, firms can rely on the innovation 

process to reduce the cost, which then can eliminate competitors and strengthen their own 

market power (Qin, 2007). By contrast, innovativeness is a condition to develop the 

differentiation in firms. The literature shows that innovation introduces creative ideas, 

alternative techniques, and new methods of business which develop innovative 
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product/services producing differentiation (Mustafa, Rehman, Zaidi, & Iqbal, 2015). To 

apply to the agricultural value chain in a developing country, this thesis raises the question: 

1.5 Methodology 

This section briefly explains how the study was conducted, which is more comprehensively 

explained in Chapter 3. The assumptions and philosophical perspectives are discussed in 

Chapter 3 that have affected the methodological selection and the paradigm of the research 

(Morgan & Smircich, 1980). Succinctly, the thesis’s ontology or reality of social 

phenomenon, is multiple and dynamic, while the epistemological assumption is looking at the 

way in which social actors interact with the social phenomenon. After analysing the strengths 

and weaknesses of positivism and constructivism-interpretivism, the thesis has combined 

both of them to develop a pragmatic paradigm. Because it is believed that research on market 

orientation, innovation, competitive advantage, and business performance in the case of an 

agricultural value chain is not only focused on the testing of hypotheses, but also generating a 

theory from the reality of the social phenomenon. Accordingly, this thesis is designed to be a 

sequential quantitative-dominant mixed methods design, in which quantitative data are first 

collected and analysed, then followed by the qualitative phase to provide rich participants 

data to assist in explaining the numeric data. Following this process, the first phase conducted 

a survey on 190 beef cattle value chain actors to explore the relationship among the 

constructs of market orientation, competitive advantage, innovation, and business 

performance. The data were then analysed by structural equation modelling. In the second 

phase, the protocol of qualitative is based on the result of quantitative analysis aiming to 

provide the interpretation for numeric data. In this sense, the thesis provides an example of 

integrating quantitative and qualitative approaches in the field of marketing and strategic 

management to overcome the barriers of employing the single method. The thesis is 
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structured to present the quantitative approach firstly then followed by a discussion of the 

qualitative approach in the context of these two sets of data.  

1.6 Outline of the Thesis 

The remainder of this thesis is structured into seven chapters. Chapter 2 will provide the 

theoretical background of this thesis. In this thesis, the framework of resource advantage 

theory is applied to define and understand the concept of market orientation, resources, 

competitive advantage, innovation, and business performance. Additionally, this chapter 

reviews other relevant theories such as resource-based view, market-based view, industry-

based view, and the competitiveness-based view to compare and contrast with the application 

of resource advantage theory in the case of an agricultural value chain in an emerging 

country. Chapter 2 also discusses the literature on market orientation, innovation, resources, 

competitive advantage, and business performance with a concentration on the relationship 

among those constructs. Following this, a detailed discussion of existing literature on 

modeling the transformation of a firm’s tangible and intangible resources into a competitive 

advantage to obtain the superior performance will be provided.  

Chapter 3 will provide the detail of methodology, explaining why mixed methods research 

was selected for the present study and the potential that can be achieved by using this 

method. The structure of this chapter includes an explanation and justification for the choice 

of mixed methods research, the strategies for that research and the research process that was 

implemented. In particular, four important decisions in designing mixed methods research 

will be identified including quantitative-qualitative selection, time of mixing, weighting 

decision, and mixing decision. The sequential mixed method design will also be explained in 

this chapter through two phases of research. The quantitative phase is conducted through a 

survey on 190 beef cattle value chain, which is followed by qualitative phase on selected 30 
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value chain actors. The text data from second phase will be used to explain the relationships 

among market orientation, innovation, competitive advantage, and business performance, 

which are tested from the quantitative research. Finally, this chapter will discuss issues 

related to the reliability, validity of quantitative and qualitative components, and ethical 

issues.  

Chapter 4 will discuss first three research questions (SRQ1, SRQ2, and SRQ3). The 

quantitative model will be built based on the existing literature of resource advantage theory 

to examine the relationship between resources, market orientation, competitive advantage, 

and financial performance. Given the mixed method-based study, this chapter will employ a 

structural equation model to analyse the interaction among those constructs, and then provide 

the deeper understanding from data of interview to explain those relationships. Estimated 

results will be discussed in three steps, that is, the relationship between market orientation 

and competitive advantage will be firstly tested, and then the resources - competitive 

advantage relationship will be assessed. The final step will investigate the impact of 

competitive advantage on the financial performance of a beef cattle value chain. In each step 

of the analysis, the text data will be provided to explain those relationship between 

constructs.  

Chapter 5 will answer two research questions (SRQ4 and SRQ5). The theoretical model in 

this chapter will emphasise the relationship between market orientation, innovation, and 

financial performance of the beef cattle value chain. The structural equation model technique 

will be adopted to analyse those relationships among constructs, which then will be 

interpreted by the data of the qualitative analysis. Estimated results will be presented in two 

steps, that is, the interaction between market orientation and innovation will be first tested, 

and then the innovation- financial performance relationship will be assessed.  
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The last two research questions (SRQ 6 and SRQ 7) will be discussed in Chapter 6, in which 

the theoretical model will concentrate on the relationship between resources, innovation, 

competitive advantage, and financial performance. The qualitative data will be used to 

explain the relationships among constructs, which will be tested through the structural 

equational model in quantitative analysis. The results and discussion will be organised into 

two steps. The relationship between resources and innovation will be tested first, and then the 

second test focuses on innovation – competitive advantage relationship. The analyses from 

the quantitative data will be explained by the text data through qualitative analysis.  

The final chapter, Chapter 7, will conclude this thesis, which summarises the main findings 

of the thesis. Additionally, this chapter presents implications and discusses the contributions 

to the literature and knowledge. The last section of this chapter will discuss limitations of this 

thesis, and then provide the suggestion for future research. 

1.7 Explanation of core concepts 

This section will provide the definition of key concepts that will be used throughout the 

thesis. Where occasionally these concepts arise in later chapters, they will be referred to this 

section.  

1.7.1 Market orientation 

In spite of the differences among researchers in defining market orientation such as the 

cultural terms (Narver & Slater, 1990), or behavioural terms (Kohli & Jaworski, 1990), or 

relational terms (Helfert et al., 2002), the concept implies the approaches to create superior 

value to customers (Narver, Slater, & Tietje, 1998). This thesis adopts the market orientation 

concept, which has been employed in agricultural sectors (Ho et al., 2017a; Micheels & Gow, 

2008; Narver & Slater, 1990), as organisational culture comprising customer orientation, 
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competitor orientation, and inter-functional coordination. Although the concept of market 

orientation developed by Narver and Slater (1990) is around 30 years old, the concept is still 

being applied by various researchers in different fields. This confirms that the market 

orientation concept from Narver and Slater (1990) is foundational to develop proactive 

market orientation and key contribution to improve business performance ( Länsiluoto, 

Joensuu‐Salo, Varamäki, Viljamaa, & Sorama, 2018; Mac & Evangelista, 2018). 

Additionally, market orientation concept of Narver and Slater (1990) is considered as the 

source of sustainable competitive advantage (Davcik & Sharma, 2016). Accordingly, this 

thesis applied “market orientation” developed by Narver & Slater (1990) in context of 

agricultural value chain in Vietnam to examine its effects on innovation and the competitive 

advantage of beef cattle small holders. 

The concept involves all activities in acquiring knowledge and understanding about 

customers and competitors, then disseminating those throughout the business. Customer 

orientation is an organisational focus on obtaining an understandings of the customer to 

create a superior value offering by increasing buyers’ benefits and/or decreasing the buyers’ 

costs (Narver & Slater, 1990). A customer-orientation is required for a firm to understand 

customers’ needs for the entire value chain, not only as it is today, but also their evolution 

due to the changing market. By contrast, competitor orientation refers to the understanding of 

current and potential competitors’ short-term and long-term strengths, weaknesses, 

capabilities, and strategies. The third behaviour component, inter-functional coordination, 

implies the coordinating of firms’ resources to create the superior value to customers. (Narver 

& Slater, 1990) 

1.7.2 Resources 
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Resources in this thesis include both tangible and intangible entities of firms, which enhance 

them to produce effectively and/or efficiently a market-offering product that creates the value 

for a market segment. In particular, tangible resource implies the physical, financial, natural 

assets of beef cattle value chain actors, whereas intangible resource refers to social capital, 

informational, and relational assets. Based on the strategic management of a resource-based 

view of the firm, this thesis considers resources as of heterogeneity and imperfect mobility. 

As a resource advantage theory-based thesis, resources are supposed to be translated to create 

a competitive advantage that produces superior performance of a beef cattle value chain.  

1.7.3 Innovation 

Innovation plays an essential role in the framework of resource advantage theory. Hunt and 

Morgan (1997) distinguished two types of innovation: proactive innovation – innovation 

without the pressure of competition, and reactive innovation – innovation driven by 

competitiveness. Innovation is defined as the introduction, acceptance, and implementation of 

new products, the source of supply, alternative methods, and the industrial organisation’s 

form (Popa, Preda, & Boldea, 2010; Schumpeter, 1939). In relation to market orientation, 

innovation (the organisational capabilities to employ and adapt anew idea, product, and 

process) is constructed into two forms: innovativeness and capacity to innovate (Hurley & 

Hult, 1998). The former implies the openness to accept a novel idea, which is considered as a 

firm’s culture. By contrast, the capacity to innovate refers to the abilities of a firm to 

implement the new idea, service, product, and method of production. Innovation has been 

promulgated as the most important strategy to achieve long-term success and competitiveness 

(Clark & Guy, 1998), because this strategy allows firms to develop new products and alter 

services to meet the market alteration. To do that, firms need to be open to new ideas, 

products, processes and prepare the advanced superior knowledge about the new 
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technologies, processes, which then qualify them for the strategy (Ziegler & Nogareda, 

2009).  

1.7.4 Competitive advantage 

Competitive advantage has been defined as the process of adjustment to reflect the realities 

and consequences of the internal and external environment (Barney, 1991; Porter, 1980). The 

concept was defined in terms of cost and differentiation, which directly link to profitability. 

Two out of three generic strategy approaches, developed by Porter (1980), are applied in this 

study: differentiation and low-cost. Differentiation implies the strategy to differentiate the 

product/ services offering of firms in order to create a defensible position in the marketplace 

for the sake of coping with five competitive forces and earning above-average returns (Porter, 

1980). The differentiation can take many forms such as technology, customer services, 

features, design or branch, and other dimensions. When firms differentiate, they can generate 

customer loyalty, therefore they have a better position in the marketplace vis-à -vis their 

competitors. Porter (1980) stated that differentiation strategy provides the opportunities for 

firms to compete. The strategy offers firms the way to differentiate and or create the 

distinctive products/services (Banker, Mashruwala, & Tripathy, 2014). Accordingly, 

differentiation requires to differentiate from competitors by providing the superior 

information, prices, delivery channels, and communication to the customers. According to 

Lin and Chang (2015), various forms of differentiation can be taken such as research and 

development project, price, design, technology, patterns, and customer services. 

Differentiation may generate a new demand for a product/service, but it also requires higher 

prices compared to the existing product/service. The prerequisites of this strategy are product 

customisation, which is based on the close relationship with customers to recognise their 
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needs, and cannot be imitated by competitors (Bayraktar, Hancerliogullari, Cetinguc, & 

Calisir, 2017).  

Cost Advantage is describing the way to achieve competitive advantage through lowering 

operational costs in the industry (Porter, 1980). A low-cost strategy allows firms to compete 

against rivalry from their competitors, because they can still obtain the returns after their 

competitors have competed away the profits during the rival process. The low-cost strategy 

requires minimising costs in various areas such as overhead costs, operational costs, 

advertising, and tight costs (Porter 1980), while keeping up the quality of the product/service. 

During the process of applying a low-cost strategy, firms must track their cost position in the 

marketplace compared to their competitors (Day & Wensley, 1988). By reducing the cost, the 

strategy supports firms to increase the market share and defend against rivalry from 

competitors (Nayyar, 1993).  

1.7.5 Financial performance 

Competitive advantage has a great impact on business performance (Spanos, Zaralis, & 

Lioukas, 2004). To measure the business performance, stakeholders such as business owners, 

investors, and management apply both “financial performance (e.g. stock price, revenue, 

earnings per share), and non-financial measures (e.g. customer satisfaction, employee 

satisfaction, employee compensation, supplier relations relative to the competitors, 

franchisee’s satisfaction)” (Bayraktar et al., 2017, p. 41). However, this thesis only focuses 

on the financial performance, which can be assessed objectively or subjectively (Dess & 

Robinson, 1984). In particular, the objective financial performance is measured by the growth 

rate and revenue, while the subjective measurement is based on the perception of the 

respondents (Croteau & Bergeron, 2001) 
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1.8 Scope of the study 

Value chains are value creating human ‘systems’ where each part of the system is 

interdependent, integrated, interactive and recursive.  This study investigates these 

interactions within the focal value chain system to understand how beef cattle value chain 

actors utilise their resources to create a competitive advantage to improve the business 

financial performance.  That these interactions occur within a wider environment of 

uncontrolled and indeed, often unknown and unknowable variables in the context of an 

emerging Asian mixed socialist-oriented market economy, is well accepted in supply chain 

research in developing economies (Collins et al., 2015).  

Miles and Arnold (1999, p.49) state “an organization's business orientation is its underlying 

philosophy, which tends to flavor the overall decision-making framework of its 

management”. They are a strategic coping mechanism for dealing with turbulent, 

environmental threats and opportunities such as uncertain cultural, economic, political, or 

technological environments.  As Murray (1981, p. 96) notes about marketing as a business 

orientation that can ameliorate the impact of environmental turbulence:  

“Of all the areas of specialist technical and professional expertise in the firm, 

marketing is uniquely equipped, and indeed should feel uniquely responsible, 

for analyzing environmental evolution and translating its observations into 

recommendations for the redesign of the corporate resource base and its 

product-market portfolio. The corporate marketing process is an interfacing 

activity which chooses stimulating and nurturing areas of the environment 

(product-markets) for the firm, and which guides the creation of 

interdependencies between environment and organization by helping to design 
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the organizational form which is best adapted to and capable of adapting, that 

environment.” 

Therefore, this study employs an exploratory, ‘mixed methods’ approach, the use of both 

qualitative and qualitative methods with investigator, methodological and data triangulation 

to address the limitations of researching highly complex human systems (Tashakkori & 

Teddlie, 2003). The mixed methods approach is now recognised as the best approach to 

provide richer and more robust explanations of complex supply chain phenomena (Golicic & 

Davis, 2012; Seuring, 2011; Tashakkori & Teddlie, 2003).  Indeed, Swanson et al. (2018) in a 

study of eight peer-reviewed supply chain journals over 25 years found that “The use of 

mixed methods is becoming a more common approach to investigating behavioural data 

across many of the (supply chain) topics…” (p. 107).  This type of research methodology 

triangulates quantitative data on the internal chain interactions as the primary drivers of 

behaviour, with qualitative inquiry about both the internal and external phenomena to 

illuminate the complexities of the external variables that moderate and mediate the behaviour 

of the supply chain participants. 

The design of this study has combined thirteen (13) research tactics Table 3.6 (p.170) to 

improve the construct, internal, external validity, and reliability and further explains the 

approach adopted in the employment of investigator, methodological and data triangulation in 

Section 3.7.2.2 Validation (p. 165 – 174). 

Further, this thesis explains under the sub-section ‘External Validity’ (p. 168) how mixed 

method findings can be applied using “naturalistic generalisation” (Stake, 1990, p. 235), a 

process of similarity-based generalisation and replication logic. Later in the final chapter of 

the thesis, in Section 7.6 Limitations (p. 257), this is applied to the research conclusions.1.9  
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Potential contribution 

Based on the ways in which a PhD thesis can contribute to originality, this thesis potentially 

contributes to originality by (1) “continuing a previously original piece of work”, (2) 

“carrying out empirical work that has not been done before”, and (3) “bringing new evidence 

to bear on an old issue” (Phillips & Pugh, 2005, p. 62). With regard to the former, this thesis 

develops the previous works on market orientation, innovation, competitive advantage, and 

business performance within the resource advantage theory. In particular, it extends the work 

of Micheels (2012) that focused on the market orientation of a beef cattle value chain, 

Tregear (2003) who concentrated on craft food processing, and Grunert et al. (2005), who 

determined the effect of market orientation throughout the chain of a food processor. This 

thesis builds from Narver and Slater (1990)’s market orientation concept adopted in the case 

of the forestry industry, and the relationship between market orientation, innovation, and 

business performance examined by Micheels (2012) and Hult and Ketchen (2001). Those 

constructs of market orientation, innovation, and business performance will be installed in the 

framework of resource advantage theory developed by Hunt and Morgan (1997). Although 

the empirical studies of Narver and Slater (1990) and Grunert et al. (2005) examined the 

importance of market orientation in agriculture, they have not measured the market 

orientation of other parties further down the agricultural value chain. Accordingly, this 

dissertation not only measures the market orientation of farmers but also other chain parties at 

different segments of a beef cattle value chain in an emerging country. Although the resource 

advantage theory has been applied in many empirical studies in different fields such as large-

scale industry or manufacturing, there are few studies in the agricultural sector. Accordingly, 

this dissertation aims to test whether or not this theory could be applied in the context of the 

agricultural value chain in a developing country through building a theoretical framework of 
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constructs such as market orientation, resources, competitive advantage, innovation, and 

business performance.  

The two other contributions of this thesis are “carrying out empirical work that has not been 

done before” through exploring those constructs in the case of an agricultural value chain; 

and “bringing new evidence to bear on an old issue” through employing the mixed method 

designs in marketing and related strategic management studies. This dissertation utilises a 

survey to measure and test the level of market orientation, along with resources, competitive 

advantage, innovation, and financial performance among beef cattle value actors, then 

conducts interviews to provide the explanations for those testing. This is different from the 

application of a single method in previous studies of Tregear (2003) and Grunert et al. 

(2005), who focus on qualitative method, and Micheels (2012) whose concentration is on 

quantitative analysis. All the scale items adopted in this thesis were previously tested in the 

published studies with some adjustment and modification to fix the context of the agricultural 

value chain in a developing country. The survey and the modifications are explained in detail 

in Chapter 3. 

1.10 Conclusion 

This chapter presented an overview to the thesis’s topic and established the foundations for 

the thesis. The study background was introduced, along with problems of the research’s 

context. The research questions and theoretical framework were briefly mentioned to address 

the research problems. The chapter also summarised the methodology used in the study, as 

well as definitions of key terms, and the delimitations of the thesis. A summary of the 

chapters was provided as the outline of the thesis. The last section of the thesis discussed the 

potential contribution to both theory and practice. The thesis now proceeds with Chapter 2, 

which shows a detailed examination of the related literature of competition theories, market 
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orientation, innovation, competitive advantage, and business performance. The chapter ends 

with a comprehensive discussion of the relationship among those constructs, which then 

produces the hypotheses of the thesis.  
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Chapter 2 Literature Review 

 

2.1 Introduction 

Chapter 1 introduced how agri-food value chains have been driven to increase their 

competitiveness and innovation to meet the market requirements in order to enhance the 

efficiency, effectiveness and create the superior value. This requires value chain actors to 

leverage their resources to create the competitive advantage to achieve superior performance 

(Barney, 1991; Micheels & Boecker, 2017; Micheels & Nolan, 2016; Porter, 2001). Over the 

last 20 years, researchers have examined the relationship between a firm’s resources, market 

orientation, innovation, positional advantage, and business performance. This research has 

shown that market orientation – a firm’s resources combines with other tangible and 

intangible resources increasing the competitive advantage, and then enhances the superior 

performance (Hunt, 2013, 2015; Hunt & Morgan, 1995). While the relevant studies 

conducted empirically across a range of industries from large scale manufacturing firms to 

retailer chains, research has paid little attention to examine those relationships in the context 

of an agricultural value chain, and especially in transition economy countries. This gap 

provides an opportunity to examine the performance of resource, and market orientation in a 

traditional commodity, niche, and premium market, where market orientation has so far been 

found to be an important factor to improve the firm’s financial performance (Grunert et al., 

2005; Micheels, 2010). Moreover, the study on market orientation, innovation, and 

competitive advantage in the food market is an ongoing, in which it somewhat examines the 

importance of those concepts for all chain parties except for the producers/first handlers 

(Micheels, 2010).  

Given the changes in the Vietnamese beef industry have been mentioned in chapter one, this 

thesis measures the level and effectiveness of market orientation, competitive advantage, and 
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innovation within this specific agricultural industry. In recent years, the beef industry in 

Vietnam has been segmented because of the increase in alliance production, imported live 

cattle, and branded product (Stür, Khanh, & Duncan, 2013). This requires the beef cattle 

value chain actors to acquire certain knowledge and understanding about customers and 

competitors to improve the position in the marketplace for obtaining the superior 

performance (Herold & Zárate, 2010). Furthermore, the beef industry in Vietnam provides an 

interesting context to determine the significance of market orientation, innovation, and 

competitive advantage to the superior performance of beef cattle value chain actors, which 

has been addressed in the context of the beef cattle value chain in Illinois, USA (Micheels, 

2010).  

What follows is an extensive review of theories of competition, then, utilising theories 

developed within the strategy literature, and more specifically the R-A theory of the firm. 

This is followed by the section of review of market orientation. The next section focuses on 

innovation, in which the effect of a firm’s resources on innovation and the relationship 

between innovation and financial performance are reviewed. The final section highlights the 

gaps in market orientation, innovation, business performance research and provides the 

theoretical framework for the thesis.  

2.2 Theories of Competition 

The question, “Why do some firms persistently outperform others?” has been central in 

strategic management and other social science disciplines. This question suggests that, in 

some situations some of the time, there is the existence of persistent performance differences 

between firms attracting the scholars to seek to understand. Three explanations about why 

some firms outperform others have been developed in strategic and other relevant literature 

reviews. The first explanation which was developed by Porter (1979; 1981) drew on the 
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structural-conduct-performance, a diagram of industrial organisation economics (Bain, 1956) 

to address the influence of market power on a firm’s ability to raise the price to go the 

competitive level (Porter, 1981). The second explanation, developed by Demsetz (1973), 

drew on neoclassical price theory (Foss & Knudsen, 2003) to identify the ability of firms to 

efficiently and effectively respond to customer needs. This explanation suggests that firms 

can persist in superior performance when they efficiently and effectively cost less to copy the 

efficient and effective firms. The third explanation is based on the resource-based approach to 

explain that firms compete based on resources and capabilities (Barney, 1991; Barney & 

Arikan, 2001; Peteraf & Barney, 2003). This section is to build the discussion between the 

two main explanations on competitive theories: market based view (MBV) and resource 

based view (RBV), then focuses on an efficiency theory of competition, the RAT, to describe 

its fundamental theoretical tenets.  

2.2.1 Market based view (MBV) and resource based view (RBV) 

The competition concept was originally launched by the ‘absolute advantage’ and 

‘comparative advantage’ theories of Adam Smith and David Ricardo, respectively. Since 

then, ‘competitive advantage’ has been presented by various scholars to clarify the concept in 

different contexts and fields. Despite the differences in competitive concept, the most 

common meaning is that firms use their resources effectively and efficiently to produce the 

market offering product to outperform the competitors. The pursuit of competitive advantage 

has been concentrated in the field of strategic management debate (Furrer, Sudharshan, 

Thomas, & Alexandre, 2008; Hoskisson, Hitt, Wan, & Yiu, 1999; Porter, 1996). This section 

will provide the discussion to the key theories that strengthen the study of competitive 

advantage.  

2.2.1.1 The market-based view (MBV) 
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MBV states that industrial factors and external market orientation are the primary elements of 

firm performance (Bain, 1968; Caves & Porter, 1977; Peteraf, 1993; Peteraf & Bergen, 2003; 

Porter, 1980, 1985, 1996). Of which the structure-conduct-performance (SCP) framework of 

Bain’s (1968) and five forces competitive framework of Porter (1985) are seen as the best 

known for this view. The MBV comprises the theories of positioning school and other related 

theories of industrial organisation economics (Hoskisson et al., 1999; Mintzberg, Ahlstrand, 

& Lampel, 1998; Porter, 1980) to emphasise that a firm’s environment and other external 

factors affect the formulation of competitive advantage, which then locate the market position 

of the firm compared to its competitors. With regard to the Industrial Organisation paradigm, 

also known as the SCP (Bain, 1968) paradigm, “Structure” implies a set of variables that 

affect the behaviour of sellers and buyers; “Conduct” refers to the way that buyer and seller 

behave; and “Performance” is the measurement of the firm’s results. Particularly, SCP 

illustrates the effects of structure on the behaviour and the firm’s results. The study of Bain’s 

(1968) on a monopolistic structure of firm indicated that barriers to entry, the differentiation 

of product, the degree of demand, and the scale of competitor affected the firm’s behaviour. 

The SCP was then upgraded by Caves and Porter (1977), Caves (1980), and Porter (1980) to 

identify how a firm formulates a strategy to respond to the structure of industry for the sake 

of obtaining the competitive advantage.  

To formulate the strategy, a firm normally conducts an assessment of its competitive 

advantage, which is based on the external environment in the five forces model of Porter 

(1985). Traditional researchers on strategic management historically attempted to seek a 

strategy that matched between the external environment such as opportunity and threats, and 

internal resource such as strengths and weaknesses. The consideration of sources of 

sustainable competitive advantage has been widely employed from the competitor-focused 

accounting presented by Porter (1980). Competitive advantage gained attention through the 
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works of Porter (1980; 1985) in strategic management. The concept, first used in the 1970s, 

was defined as the process of identifying, developing, and taking advantage of a sustainable 

business edge over the competitors and/ or the firm’s capability to produce more value for its 

customers over the cost of producing value (Ellis & Kelley, 1992). Porter (1980, p. 3) states 

that “the essence of formulating competitive strategy is relating a company to its 

environment”, and outlines the framework of competitive strategy to address the five 

essences of competitive forces existing:  

(1) Barriers to entry such as time and cost of entry, knowledge, economic scale, cost 

advantage, technologies, and barriers;  

(2) Suppliers such as number and size of suppliers, unique service/ product, and 

ability to substitute;  

(3) Buyers such as number and volume of customers, differentiation, price, incentives, 

brand identity and costs;  

(4) Competitors such as number of competitors, exit barriers, niche, quality, 

differentiation, diversity of competitors;  

(5) Substitutes such as substitute performance, cost of switching, buyer willingness. 

These five competitive forces examine the volume of competition, profitability, and structure 

of competition (Porter, 1980). It has been clear that the five competitive forces of Porter are 

based on the “positioning school” whose premises state that strategies are generic and 

common in the marketplace; Further, the positioning school promotes the use of analytical 

calculation to format and process strategy for each firm (Mintzberg, Ahlstrand, & Lampel, 

2005). Porter (1985) had proposed two basic competitive strategies: low cost and 

differentiation, which can be applied in a broad target or a narrow segment of a firm. Based 



32 
 

on this, Porter (1980) proposed three generic strategies (figure 2.1): cost leadership, 

differentiation and focus which can be employed singly or combined, depending on the firm’s 

circumstances. 

Scope 

Broad 

Cost 

leadership 

 

Differentiation 

Narrow Cost focus 

Differentiation 

focus 

 

   

Cost 

 

Differentiation 

   

Source of competitive advantage 

 

Figure 2.1. Three generic strategies of competitive advantage  

Source: reproduced from Porter (1980, p.39) 

Cost leadership is typically associated with cost reduction throughout the firms as well as 

ensuring lower cost compared to competitor with parity service and quality (Ellis & Kelley, 

1992; Porter, 1980). The strategy is achieved if firms easily access the financial source, raw 

materials, and market share. Porter states that when firms obtain the cost leadership, they may 

command high margins, then re-invest in equipment, processes, and other facilities, which 

help them to maintain low-cost proposition (Porter, 1980). A differentiation strategy is 

employed by firms to set apart their product/services from their competitors, and deliver 

something different within industry, preferably across several units within the firm (Day & 

Wensley, 1988). The concentration on differentiation does not mean that cost strategy is 

ignored. When firms achieve the differentiation, they are likely to receive loyalty from 

customers and increase the margins (Porter, 1980). A focus strategy concentrates on the 
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narrow strategic target and running it well. Firms achieve the focus strategy in low cost 

and/or differentiation when they meet the needs of their specific market target (Porter, 1980).  

Several studies confirmed the single strategy: differentiation or delivery of low cost, or the 

combination of two strategies results in the competitive advantage of firms (Hall, 1980; 

Karnani, 1984). Day and Wensley (1988) employed Porter’s 1980 framework to explore the 

competitive advantage, however, the approach was different when these authors identified 

skill and resource as the antecedents of competitive advantage. The study of Day and 

Wensley (1988) recommended that to achieve the best of business performance with lower 

outlay, it is imperative to explore skills and resource to leverage on competitive advantage 

and business performance.  

2.2.1.2 The Resource-based-view (RBV) 

By contrast, competitive advantage under the Resource based theory (RBT) – is driven from 

the internal resources owned by firms (Barney, 1991; Barney, Wright, & Ketchen , 2001; 

Grant, 1991; Peteraf, 1993; Porter, 1991; Wernerfelt, 1984). The term “Resource based 

theory” was replaced by “resource-based view” to reveal that firms can compete with their 

competitors based on their possessing resources that cannot be imitated; Therefore, they can 

achieve the sustainable competitive advantage (Amis, Pant, & Slack, 1997; Grant, 1991). 

From the 1980s onwards, the concentration of competitive strategy has transformed from 

structure of the industry such as the SCP paradigm and the five forces model to internal 

structure such as resources and capabilities of firms (Furrer et al., 2008; Wernerfelt, 1984; 

Barney 1991), which are the key elements of RBV.  

Both MBV and RBV have been used to explain the firm’s superior performance and the 

achievement of higher value as the consequence. However, the approach of these two 

theories was different (table 2.1). As mentioned above section, MBV is based on external 
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factors such as industrial organizational economics and external market orientation to 

formulate the business strategies to creating the product’s strategies, so that firms can obtain 

the position in marketplace. Conversely,different from Porter’s competitive strategy 

framework, sustained competitive advantage under RBV requires firms to acquire and control 

their resources. The attributions of resource to yield the competitive advantage are Valuable, 

Rare, Inimitable, and Non-substitutable, (Barney, 1986, 1991), which is also called VRIN 

resource framework. The framework was then upgraded by another attribute called 

“Organisation” which absorbs and applies the VRIN framework (Barney, 1995, 2001). For 

this reason, the framework has been expanded to VRIO to analyse the range of firm 

resources, which may create the source of advantage (Barney & Clark, 2007). The meanings 

of resource attribution are (1) valuable means that resources support firms to exploit 

opportunities and/or neutralise weakness and threats; (2) rare means that these resources may 

be rare among the competitors; (3) inimitable means that these resources could not be 

duplicated by competitors, and (4) these resources must be exploited by organisation to create 

the competitive advantage (Barney & Clark, 2007) 

The RBV argued that the more VIRO resources firms have, the greater competitive advantage 

firms achieve, and this argument evidences more success in developing economy. By 

contrast, MBV stated that market power provides the valuable bases for competing; hence, 

firms achieve the competitive advantage. In particular, resource-based theory has been 

popularised to describe the competitive advantage constructs (Runyan, Huddleston, & 

Swinney, 2007). Notwithstanding that the perspective on resource based is not new, it is still 

considered in recent studies on the relationship between a firm’s resource and capabilities 

impact on the performance (Andersén, 2011; Crook, Ketchen, Combs, & Todd, 2008; Peteraf 

& Barney, 2003). RBV researchers argued that resources (Amit & Schoemaker, 1993; 

Markides & Williamson, 1994) and competencies (Barney, 1991) are strategically important 
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and useful sources of competitive advantage. Of these, resources are considered as the 

strategic assets, which are characterised by in-imitable, scarce, appropriable and specialised, 

that bestow the competitive edge of firm (Amit & Schoemaker, 1993). The competencies 

imply the distinctive, valuable, and rare that competitors are not capable to replicate, 

substitute or reproduce (Barney, 1991; Powell, 2001; Prahalad & Hamel, 1994). Wang (2014) 

proposed an approach to analyse firm’s level resources called internal assets and capabilities 

of which the assets comprise physical, knowledge, and human assets which to determine the 

firm capabilities. In contrast, Maier and Remus (2002, p. 110) use the term ‘resource 

strategy’ to explore firm’s resource strategy into three steps: competence creation –analyse 

market and define products/services; competence realisation – realise production, 

procurement, services, provide add-on services; and competence transaction – develop 

market, promotion, and other related services such as maintenance. 

RBV, however, has been argued to miss the concern about market demand, while only 

focusing on internal resources (Hooley, Broderick, & Möller, 1998). Amit and Schoemaker 

(1993) and Maier and Remus (2002) proposed the linkage between the external-oriented 

MBV and the internal-oriented RBV. Similarly, Dyer and Singh (1998) and Wang (2014) 

suggested that the network between an individual firm and other outsiders is important for 

competitive advantage. In particular, Wang (2014) suggested that the relationships between 

firms are essential to analyse the business relationship, which is not mentioned in either MBV 

or RBV. 
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Table 2.1 Comparison between MBV and RBV 

 MBV RBV 

Emphasizes of 

strategies 

External forces 

 

Firms’ resources and capabilities  

   

Formulation of 

strategy 

External environment formulates the 

sustainable competitive advantage 

Internal resource creates 

competitive advantage 

   

Analysis unit Industry  Firm or individual resources  

 

Manager’s 

responsibilities 

Manage five forces to achieve the 

market position  

 

Develop and deploy key 

resources to obtain and sustain 

superior profits. 

 

Sustainable 

competitive 

advantage  

Long-term above-average returns  Economic value is greater than 

marginal firms 

  

Rent of firms Monopoly-type rents as the sources of 

performance differentials 

Ricardian rents  

 

The literature review indicates the diversity of competitive advantage strategy as well as the 

units of analysis. As an R-A theory based thesis, the analysis of competitive advantage is 

based on tangible and intangible resources to formulate a competition strategy. The following 

part discusses how the concept of competitive advantage under R-A theory which is then 

applied throughout the thesis.  

2.2.2 R-A theory 

Since 1995s, a new theory of competition, called “resource-advantage theory,” has been 

proposed in marketing literature as the general theory of marketing (Hunt, 2002; Hunt & 
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Arnett, 2003). In comparison with other two theories of competition in section 2.2.1, R-A 

theory is successful in explaining and projecting market phenomena (Hunt & Arnett, 2003), 

because the theory provides the realistic approach of competition process (Hunt & Arnett, 

2001) and be moderately socialized or concerning about the effect of social relation and 

social structure on competition (Hunt & Arnett, 2003). This section is going to debate the 

success of R-A theory in predicting market phenomena as well as competition enhancing as 

R-A theory is the integrative theory of business strategy. To do so, the following section will 

compare and contrast R-A theory and RBV, industry-based (I-B), and competence-based 

theories and marketing’s contribution to business strategy. 

2.2.2.1 RBV and R-A theory 

Theory of organization 

RBV is the key component of R-A theory. Both these theories view firms as the combiners of 

heterogeneous and imperfect mobile resource. However, they have numerous differences. 

The first distinction between these two theories is that RBV has ignored the theory of firm, 

conversely, R-A comprises this theory. The theory of firm, developed by Williamson (1985), 

addresses the boundaries, the existence, and the internal organisation of firm. However, RBV 

is argued not to sufficiently explain the firm’s existence (Kraaijenbrink, Spender, & Groen, 

2010). RBV was employed to see why firms have better performance in rent creating than 

others (Dosi, Faillo, & Marengo, 2008; Foss & Ishikawa, 2007; Grant, 1996). However, the 

theory has missed to explain sufficiently the existing and boundaries of firms (Barney & 

Clark, 2007; Peteraf & Barney, 2003). By contrast, the R-A theory is an evolution of a theory 

proposed by Conner (1991) able to explain the existence of organisation (Peranginangin, 

2015).  
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Innovation 

R-A theory considers innovation as an endogenous process, while RBV states that this 

process is exogenous. Under R-A theory, innovation consists of  organisational learning 

which is contributed from the competition process. Indeed, the result of financial 

performance feeds back the position of the firm in marketplace, which then reflects the 

relative resources of the firm. The inferior performance of firms means that they occupy 

competitive disadvantages in marketplace; hence, they try to leapfrog the advantaged firms 

by innovation such as: (1) acquiring the same resources as the advantaged; (2) innovating by 

imitation of resources; (3) finding the equivalent resource; (4) creating the superior resources. 

By contrast, theorists under RBV still concentrate on the inimitable resources meaning that 

they may still rely on neoclassical theory in economics, which considers innovation as 

exogenous factor to competition.  

Competition 

Under R-A theory, competition is an on-going process among firms to achieve the 

comparative advantage in resource, in turn yielding the marketplace position of competitive 

advantage; hence, they perceive the superior financial performance. Indeed, when a firm’s 

resources have achieved the superior performance through the competitive advantage in 

marketplace, the competitors try to neutralize and/ or leapfrog it to outperform the 

advantaged firms by imitation, substitution, and innovation. For this reason, competitive 

dynamic is disequilibrium. By contrast, RBV states that competition is an equilibrium 

process. According to Barney (1991), because the sustained competitive advantage in RBV 

does not refer to the period of business calendar, rather it continues to exist after the 

duplication of advantage has ceased. For this reason, sustained competitive advantage is 

defined as an equilibrating process.  
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Demand 

Demand in R-A theory is heterogeneous across and within industries (Hunt, 1999, 2014). R-

A theory states that in a market segment, consumers’ tastes and preferences with an 

industry’s output are relatively homogenous; hence, it is impossible to draw a demand curve 

for most industries. For this reason, a product needs to have plentiful attributes, and different 

market offering to meet the differences of each market segment in the same industry. 

Conversely, “demand” is not included in the RBT, rather it is concerned with the relationship 

between supply and demand for equilibrium market (Barney, 2001; Peteraf, 1993).  

 

Table 2.2 Differences between RBT and theory R-A theory 

Indicators RBT R-A theory 

Theory of organization Exclusively theory of 

organization 

Competition theory includes the 

theory of organization 

Innovation Innovation is exogenous Innovation is endogenous 

Competition Competition is an equilibrating 

process 

Competition is evolutionary and 

dis-equilibrating  

Demand Demand is outside of their 

theory 

Incorporates demand in theory 

 Organisation objective Organisations are viewed as 

seeking “economic rents” 

Organisations are viewed as 

seeking superior financial 

performance 

Public policies Missing the respect to public 

policy implications of RBV 

Theory has public policy 

implication 

Sources: Barney (1991, 2001), Hunt (1995), and Wang (2014), 

Organisational objective 

Under RBV, a firm is supposed to seek the “economic rents”, whereas the R-A theory 

mentioned that a firm is seeking the financial performance. Economic rents are defined as 
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“returns to a factor in excess of its opportunity costs” (Barney & Clark, 2007, p. 28). Under 

RBV, there is a linkage between “competitive advantage” and “economic rent”. According to 

Barney and Clark (2007), competitive advantage is achieved when firms have the ability to 

create more economic value – the difference between perceived benefit gained by the 

purchasers and cost of firm - than competitors in the product market. When firms have 

competitive advantage compared to others, they would have more residual value; hence, the 

rent is greater than others (Barney & Clark, 2007). Conversely, R-A states that firms’ 

resources achieve the comparative advantage; they can have competitive position in the 

marketplace to obtain the superior financial performance, and vice versa.  

Public policies 

The last difference between RBV and R-A theory focuses on the public policy implication. 

RBV has ignored this implication, whereas R-A theory has considered the public policy 

implication through social welfare, productivity, and economic growth. With regard to social 

welfare, Hunt (1999) states that the process of R-A competition allocates efficiently the 

scarce tangible resources, and creates the new tangible and intangible resources; hence it 

improves the productivity and economic growth. Indeed, the approach of R-A theory is based 

on the manner of evolution economics and Australian economics. The productivity is 

measured by the ratio of output and input. Through the process of competitiveness under R-A 

theory, there are abundant struggles among firms for the comparative advantage in resources 

to achieve the positional advantage in the marketplace. In other words, the economic growth 

appears when R-A competition is vigorous. By contrast, RBV is only employed in large firms 

(Connor, 2002) to achieve the sustained competitive advantage and competitive position. 

Moreover, J. B. Barney (2001) indicates that the RBV would be continuously held as long as 

the “rules of the game” in an industry remain relatively fixed. 



41 
 

2.2.2.2 R-A theory and I-B theory 

R-A theory agrees with I-B theory that superior financial performance caused by the 

marketplace position is the objective of firms. As is shown in “schematic of R-A theory of 

competition” (Hunt & Morgan, 1997, p. 78), superior/parity/inferior financial performance is 

a consequence of competitive advantage/parity/disadvantage in the marketplace.  

The common view between R-A theory and I-B theory is the consideration of resources as 

the complement to market position (Hunt & Lambe, 2000; Porter, 1991), which then explains 

Porter’s (1991) claim about the outperforming of a firm superior to others. Indeed, R-A 

theory states that the comparative advantage of resource enables the position in the 

marketplace of competitive advantage, and the superior financial performance, and 

conversely. Accordingly, a firm has comparative advantage in resource leading to the 

superior performing firm. Both R-A theory and I-B theory agree that competitors, customers, 

and suppliers have effects on the competition process and firm performance. As indicated in 

schematic of R-A theory (Hunt & Morgan 1997) and five forces of competitive advantage 

(Porter 1985), those external actors impact the process of strategy selection to achieve the 

marketplace position for the sake of obtaining the superior financial performance. However, 

the viewpoint of determinant of performance is different between R-A theory and I-B theory, 

of which I-B states that “industry”, is the major determinant of performance; whereas R-A 

merited that firm factors are idiosyncratic of performance (Hunt, 2002). The integration 

between R-A theory and RBV has been mentioned earlier, in which focus is on the 

employment of resource-based of the firms. Both theories classify resources as tangible and 

intangible entities that enable firms to produce the market-offering product to its market 

segments. Under these two theories, resources are heterogeneous and of imperfect mobility 

which are situated in space and time. The premise of heterogeneity of resource explains the 
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differences in size, scope, and financial performance of firms, while the premise of imperfect 

mobility explains why firms can sustain their superior financial performance in spite of the 

efforts of rivals.  

2.2.2.3 R-A theory and competence-based theory 

Both R-A and competence-based theories agree that competition is provokes disequilibrium. 

Seeking the superior financial performance is the main driver of dynamism in R-A 

competition. Indeed, all rivals cannot simultaneously achieve the superior performance; they 

attempt to do proactive and reactive innovations to ensure the dynamism. Additionally, R-A 

theory and competence-based theory indicate that organisational learning is fundamental to 

organisational competition. For competence-based theory, the key question is how the 

organisations learns. The competence-based theory views organisational learning as the 

“flows that lead to a change in the stocks of beliefs within the organisation” (Sanchez & 

Heene 1997, p. 6). Therefore, “strategically important organisational learning consists both of 

the process for creating new knowledge within individuals and groups within a firm . . . and 

processes to leverage knowledge effectively within and across organisations” (Sanchez & 

Heene 1997, p. 8). Similarly, R-A theory states the ways that firms can learn including 

marketing research, market baseline survey, and test marketing. However, different to 

competence-based theory, R-A emphasizes how the competition process contributes to 

organisational learning. Indeed, firms learn through the relative financial performance 

feedback reflecting the position in the marketplace and their resources. By doing that, firms 

come to know the status of their resources and position in marketplace.  

2.2.2.4 R-A theory and D-A theory 

R-A theory is considered as the general theory of marketing (Hunt, 2010, 2013) for three 

reasons: Marketing has been placed in context of competition, hence the theory of marketing 
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is consistent with the theory of competition. As earlier justification, R-A is evolutionary of 

competition theory; therefore, the theory is considered suitable for working toward a general 

theory of marketing. R-A theory normatively provides the foundation such as market 

segmentation, marketing relationship, and brand equity; hence, the theory is toward the 

general theory of marketing. The most common thing between R-A theory and general theory 

of marketing today is the concentration on market behaviour. In particular, R-A adapted 

Alderson's (1957, 1965) functionalist theory of market behaviour, and extended it into the 

theoretical framework. The key component of market process theory is competition for D-A, 

which draws on the theory of effective competition theory by Clark (1961). In essence, the 

theory of differential advantage indicated that each firm seeks the advantage to outperform 

the others for the patronage. The term “differential advantage theory” was based on the 

combination of two perspectives: Alderson’s functionalist theory and Clark’s effective 

competition. The accommodation and integration of D-A theory into R-A theory has been 

identified by Hunt (2013) 
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Table 2.3  D-A theory and R-A theory 

Indicators D-A theory and R-A theory agree that…. 

• Competition • Competition is dynamic and evolutionary 

• Perfect competition is not suitable welfare ideal; however, R-

A theory states that competition promotes allocation of 

resources, creating resource, improves growth and 

productivity 

• Competition can balance the competitor’s advantage by 

acquisition of similar resource to innovate reactively, which 

then results in the superior performance.  

• Competition can be aggressive through proactive innovation 

or defensive through reactive innovation 

• Supply and 

demand 

• Both D-A and R-A theories agree that the heterogeneity of 

industry demand, and competition meet the segment’s supply 

and demand 

• Firm 

motivation 

• Both theories agree that motivation of the firm is not 

optimizing the profit, rather increasing profit, survival and 

superior performance 

• Discrepancy 

of market 

• D-A and R-A theories state differences between wanted 

product and produced product 

 

Both D-A and R-A theories agree that competition is dynamic, un-equilibrated. Under D-A 

theory and R-A theory, perfect competition is an inappropriate welfare ideal “must 

accommodate, at the minimum, competition-induced technological progress” (Hunt, 2013, p. 

288). D-A theory shares the view that competition includes aggressive and defensive actions, 

which are similar to “proactive” and “reactive” innovation under R-A theory, respectively. 

Thus, competition induces innovation, which is a fundamental relation in large, small, 

corporation, and solitary firms. Both D-A theory and R-A theory state that competition is the 

constant struggle among rivals to achieve the advantages, however, advantages under D-A 

theory are not specified, while R-A theory follows two types of advantages: resources and 

position in the marketplace. The advantage in resource yields to the advantage of position in 

the marketplace, which then results in the superior financial performance. R-A explains that 

the nature of resources leads to effectively neutralize because the rivals need to consume time 
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to imitate. Indeed, if the resources are of perfect immobility, inimitability, and un-

substitutability, the process of neutralization is thwarted to be effective. In short, the 

functionalist theory of Alderson (1957, 1965) affected significantly the development of 

marketing theory and practice focusing on the heterogeneity of demand and supply, and the 

discrepancy of market. Those concepts affect the market segmentation strategy. The D-A was 

grounded on the theory of competition, which was then adopted and extended by R-A theory 

to state the dynamic of competition, the un-approximate welfare ideal of perfect competition 

and the aggressive and defensive action of competition.  

2.2.2.5 R-A and strategic marketing 

It has been argued that R-A theory contributes to handling the strategic marketing identity 

problem (Hunt, 2014). Additionally, R-A relates to marketing strategy premises proposed by  

Varadarajan (2010). Firstly, R-A gives discussion on the term “competitive advantage” in the 

first premise of Varadarajan (2010). The term is concerned as “ a purpose of marketing 

strategy” (Varadarajan, 2010), which is “espoused in certain sources” (Varadarajan, 2010). 

However, under R-A theory, competitive advantage is achieved when market offerings are 

produced with lower/parity cost compared to competitors, and the targeted consumers receive 

the parity/superior/higher market offerings compared to other offerings in the marketplace 

(Hunt, 2014). Additionally, R-A always employs the term “advantage” as the comparative 

advantage which leads to the competitive advantage of position in the marketplace. The 

sustainability of competitive advantage is always concerned about time, when firms 

neutralize or leapfrog the advantaged firms. As firms always seek the superior performance, 

they try to acquire the same resource, innovate through imitation, or find the substitute 

resource to create/ develop superior performance.  
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R-A theory agrees that “a purpose of marketing strategy is to create market-based relational 

assets and market-based intellectual assets for the organization” (Varadarajan, 2010, p. 134). 

With regard to creating market-based relational assets, Hunt (2010) states that the portfolio of 

relationships should be identified, strengthened, and enhanced effectively and efficiently to 

achieve the competitive advantage, which then increases the superior performance. 

Additionally, Hunt (2010) recommends collection of related information about current and 

potential customers and competitors, then dissemination across departments to apply to 

strategies, which confirms the market-based intellectual assets.  

R-A theory agrees that identifying and leveraging new differential points are purposes of 

marketing strategy. The premise is based on (MacMillan & McGrath, 1997, p. 133) who 

states that “the differentiation should not focus on product or service but on adding value “at 

every point where it [the firm] comes into contact with its customers.” The consistency 

between R-A theory and the above premise is revealed by the perceived value of total market 

offering when a firm employs the superior value strategy; hereby firms achieve the position 

in the competitive matrix.  

Additionally, R-A theory is consistent with the purpose of marketing strategy when it agrees 

that “differentiation implies heterogeneity in supply” and “a business can enhance its 

financial performance through pursuit of a strategy of differentiation” (Hunt, 2015; 

Varadarajan, 2010, p. 134). It can be seen from Figure 2 on “competitive position matrix” 

(Hunt, 1997a, p.435) that when a firm’s distribution, goes across nine cells, it reflects the 

terms “differentiation” and “heterogeneity of supply”. Conversely, when firms occupy cell 5, 

it means that firms are revealed by the situation of “un-differentiated” and “homogenous 

supply”. However, R-A theory noticed that the situation of cell 5 is not stable. In fact, cell 5 

refers to the parity position, which then implies that firms always seek the superior 
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performance through the motivation of innovation. The superior performance will move firms 

to the right of the competitive position matrix in Figure 2 (see Hunt, 1997a, p. 435) to a 

position of competitive advantage in marketplace. The movement of a firm in Figure 2 by 

Hunt (1997a) also explains premise 11 by Varadarajan (2010, p. 134). In this case, if cost of 

firms to move from cell 5 to cell 6 of a position of competitive advantage is high, firms may 

end up in cell 9 of indeterminate position. To achieve the position of competitive advantage, 

added cost or incremental cost of differentiation per unit does not surpass the premium price 

that added value commands in the marketplace (Hunt, 2015). 

According to R-A theory, firms use their resources to create the competitive advantage to 

achieve the superior performance. The concepts have been mentioned in R-A theory 

including market orientation, innovation, and business performance has been discussed by the 

following sections 

2.2.3 Schematic of R-A theory 

As alluded to earlier, resource-based theory coupled with related marketing theories has been 

exponentially applied in marketing literature since 1990s (Barney, 2014; Kozlenkova, 

Samaha, & Palmatier, 2014). The theory has been considered as the “unifying paradigm … 

which synthesizes diverse literature across different perspectives” (Palmatier, Dant, & 

Grewal, 2007, p. 189) and as a “theory of theories” combines other relevant theories into a 

framework (Mahoney & Pandian, 1992; Peteraf, 1993) to examine the marketing strategies 

(Day, 2014) 

Resource-based theory (RBT) was ubiquitously launched to develop other related theories in 

marketing literature, the most notable of which being Hunt and Morgan’s R-A theory in 1995 

(Kozlenkova et al., 2014). R-A theory, originally implied to as the comparative advantage 

theory of competition, was (1) drawn on the resource-based theory (Barney, 1991; Conner, 
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1991); (2) combined with marketing literature on competitive advantage and industrial 

organization economics (Bharadwaj, Varadarajan, & Fahy, 1993; Day & Nedungadi, 1994; 

Day & Wensley, 1988; Porter, 1985); and (3) extended from the theory of Austrian 

economics (Dickson, 1992), and the theory of differential advantage (D-A) from marketing 

and economics (Alderson, 1957, 1965; Clark, 1961). Hunt (2002) considered the R-A theory 

as a general theory of marketing as it provides the comprehensive alternative to the RBT, 

examines the organisational performance under the dynamic market, and draws on the 

abundance of related marketing theories.  

Under R-A theory, Hunt (2007) classified competitive advantage by contending into three 

ways: (1) an efficiency advantage means more efficient producing value than competitors; (2) 

an effectiveness advantage refer to produce value more efficiently than competitors; and (3) 

an efficiency-effectiveness advantage occurs when firms are able to more efficiently produce 

more value than the competitors (Kozlenkova et al., 2014). By nature, R-A theory places a 

concentration on an organisation’s efficiency and effectiveness in exploiting the 

heterogeneous resources to create the superior market offering products for the target market 

(see figure 2.2).   
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Figure 2.2: A schematic of the resource-advantage theory of competition. 

 

 

Figure 2.2. Schematic of R-A theory 

Source: reproduced from Hunt and Morgan (1997, p. 78) 

R-A theory has been employed in both non-marketing and marketing studies such as natural 

resource scarcity (Bell, Mollenkopf, & Stolze, 2013), new product creativity (Bicen, 

Kamarudin, & Johnson, 2014), the performance of green marketing (Richey, Musgrove, 

Gillison, & Gabler, 2014), outsourcing (Unal & Donthu, 2014), and academic productivity 

(Runyan, Finnegan, Gonzalez-Padron, & Line, 2013), and competence resource specialisation 

(Hansen, McDonald, & Mitchell, 2013). The table below indicates the premises of both 

neoclassical theory and R-A theory. Neoclassical theory states that resources comprise three 

capitals: tangible, labour, and land, and allow firms to access a production to produce a 

product (Hunt, 1995). Under neoclassical theory, firms have the same condition of 

technology, and tangible resources play the majority role in creating value. Accordingly, 

Deligönül and Çavuşgil (1997) criticized that neoclassical theory has missed the attention to 

real-life conditions, and is unable to provide substantiated empirical results.  
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2.2.4 Key elements of R-A theory 

R-A theory is an “evolutionary, disequilibrium-provoking, process theory of competition” 

(Hunt, 1997a, p. 433). To understand the theory, it requires the insight of R-A theory 

premises. Under R-A theory, innovation, and organisational learning are considered as 

endogenous factors. Consumers and firms are supposed to have imperfect information and 

other factors such as entrepreneurship, public policy, and institutions have impacts on the 

economic performance.  

Table 2.4 Foundational propositions of perfect competition and R-A Theory 

 Neoclassical theory R-A theory 

P1: Demand is Heterogeneous across 

industries, homogeneous 

within industries, and static 

Heterogeneous across industries, 

heterogeneous within industries, 

and dynamic 

P2: Consumer information is Perfect and costless. Imperfect and costly. 

P3: Human motivation is Self-interest maximization Constrained self-interest seeking.  

P4: The firm’s objective is Profit maximization. Superior financial performance. 

P5: The firm’s information is Perfect and costless Imperfect and costly. 

P6: The firm’s resource is Capital, labour, and land Financial, physical, legal, human, 

organizational, informational, and 

relational. 

P7: Resource characteristics are Homogeneous and perfectly 

mobile. 

Heterogeneous and imperfectly 

mobile. 

P8: The role of management is To determine quantity and 

implement production function. 

To recognize, understand, create, 

select, implement, and modify 

strategies. 

P9: Competitive dynamics are Equilibrium-seeking, with 

innovation exogenous 

Disequilibrium-provoking, with 

innovation endogenous. 

Source: reproduced from Hunt and Morgan (1997, p. 76) 
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R-A theory integrates heterogeneous demand theory and resource-based theory in which the 

first theory considers that the customer’s taste and preferences in the same industry are 

heterogeneous; hence, products are required to have bundles of attribution and various market 

offerings to meet the differences of each market segment. The second theory – RBV – is 

contrasted with the view that production function in firms is homogenous and perfect mobile 

“factor”. The theory states that there is a combination of heterogeneity and imperfect mobility 

in firms. Accordingly, the integration of heterogeneous demand and heterogeneous and 

imperfect mobile resources in R-A theory examines the differences in terms of size, scope, 

and degree of profitability of firms in the same industry.  

As being shown in Figure 2.2 and Table 2.2, market segments, the heterogeneity of a firm’s 

resources, the source of advantage/disadvantage, and the position of competitive 

advantage/disadvantage in the marketplace are emphasized in R-A theory. Market segment is 

defined as the “intra-industry groups of consumers whose needs, wants, requirements, tastes, 

and preferences regarding an industry’s output are relatively homogeneous” (Hunt & Lambe, 

2000, p. 27). Various definitions and classifications of resources have been revealed in RBT 

literature. Early researchers grouped resources into physical, monetary, and human (Ansoff, 

1965). This classification was evolved to be more detailed by Hofer and Schendel (1980), 

when these researchers classified resources into organisational resources (skill and 

knowledge) and technology. Amit and Schoemaker (1993) argued for a distinction between 

physical, human, technological resources, and capabilities. In a different manner, resources 

were divided into individual resources and firm resources, or property-based and knowledge-

based (Miller & Shamsie, 1996). Some studies have grouped resources in to a homogenous 

group  such as financial and physical resources, labour resources, technological and 

organisational resources, and reputation (Azzone & Rangone, 1996; Grant, 1991). Other 

authors such as Aaker (1989), Richard (1992), DeSarbo, Di Benedetto, Song, and Sinha 
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(2005) contribute to the classification of resource through assets and skills, while others such 

as Barney and Mackey (2005), Grant (1991), Newbert (2007), Sanchez and Heene (1997), 

and Verdin and Williamson (1994) classified resources as competence - technologies, skills, 

and organisational resource; and capability - the ability to manage, translate and exploit them 

in the market. The literature commonly categorises resources into tangible or intangible 

(Alvarez & Barney, 2007; Collis & Montgomery, 1995; Galbreath, 2005; Galbreath & 

Galvin, 2008; Ngo & O'Cass, 2009). Each firm has a range of tangible and intangible 

resources, and based on firm unique resources, managers select the strategies that could be 

inimitable by competitors (Barney, 1991). R-A theory employs the resource-based view of 

firm of which resources are classified into the tangible and intangible entities to enhance the 

efficiency of production and/or the effectiveness of market offering that increases the value 

for market segments (Hunt & Morgan, 1995, 1997). Resources are grouped as “financial 

(e.g., cash reserves and access to financial markets), physical (e.g., plant, raw materials, and 

equipment), legal (e.g., trademarks and licences), human (e.g., the skills and knowledge of 

individual employees, including, importantly, their entrepreneurial skills), organisational 

(e.g., controls, routines, cultures, and competences—including, importantly, a competence for 

entrepreneurship), informational (e.g., knowledge about market segments, competitors, and 

technology), and relational (e.g., relationships with competitors, suppliers, and 

customers)”(Hunt & Morgan, 1995, p. 6). Under R-A theory, “resources are considered to be 

heterogeneous” (Hunt & Morgan, 1997, p 76) – implying that each firm’s own unique 

assortment of using resource- and imperfectly mobile – refers to the fact that resources in a 

firm are not common, varied degree, and be could be traded in the marketplace.  

Resources are not always owned by firms, but need to be available to them (Hunt & Lambe, 

2000; Wittmann, Hunt, & Arnett, 2009). Relational resource is an example for this. Indeed, 

this resource has not belonged to any firms, but is available for them to increase the 
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efficiency and effectiveness of production of an offering market product. There is no market 

for the relationship with suppliers, customers, and competitors, but the resource in fact 

provides the value to firms. The relationship resource is viewed as “organizational capital”, 

or “behaviour assets” (Falkenberg, 1996), or “structural capital” (Gummesson, 1995, p. 17). 

Regarding Falkenberg’s (1996) work, the author strongly supports that organizational capital, 

including relationship, is an essential determinant to create the wealth of firms. Similarly, 

Gummesson (1995) states that the relationship with customer is assets, even that it is the most 

important asset of firms.  

Each firm has at least some unique resources leading to the comparative advantage, and then 

leading to the positional advantage in the marketplace. Some of these resources are 

inimitable; hence, they may be long-term resources of competitive advantage. When firms 

achieve comparative advantage in resources, they will occupy a position, which has more 

advantage compared to other competitors in the marketplace resulting in superior financial 

performance. Conversely, when firms have comparative disadvantage, they will lose the 

position in the marketplace, then the financial performance will be inferior performance. 

Being different from other previous theories such as neoclassical and RBV, the R-A theory 

indicates the effect of external factors: societal resource and institution, other influences from 

competitors, customers, suppliers, and public policy decisions.  

Within the R-A theory, Resources, and capabilities such as market orientation and innovation 

contribute to the creation of competitive advantage of firms, so that they can achieve the 

superior performance (Hunt, 1997a, 2002; Hunt & Arnett, 2001, 2003; Hunt & Lambe, 

2000). The following section will explore relevant underpinning concepts on market 

orientation, innovation and financial performance, which are considered as the core elements 

of  Schematic of R-A theory.  



54 
 

2.3 Market orientation 

2.3.1 Market orientation concept 

Although there are some similarities in marketing concept, market orientation and marketing 

orientation are different (Wrenn, 1997). Marketing orientation mainly concentrates on the 

customer’s demand, while market orientation focuses on the overall process, and aspects of 

the market. During the last 20 years, market orientation has been studied by many academic 

researchers, such as Narver and Slater (1990); Jaworski and Kohli (1993); Min, Mentzer, and 

Ladd (2007); Micheels and Gow (2012). Those researchers considered market orientation as 

a factor increasing the performance of organisations, in which market orientation supported 

organisations to have a strategic plan and manage their culture to add value to customers.  

Being premised by the marketing concept, market orientation has become a key concept in 

marketing theory, in which this concept has been evolved with two main streams: market 

orientation – the behavioural activities (Jaworski &Kohli, 1993; Hunt & Morgan, 1995) and 

market orientation – the organizational culture (Deshpande & Webster, 1989; Narver & 

Slater, 1990). According to Hunt and Morgan (1995), market orientation is an intangible 

resource, which affects the process of collecting and analysing customers’ and competitors’ 

information, then effectively and efficiently responding to produce the market offering 

products/services. This viewpoint supports practice of the marketing concept and provides the 

guideline to conduct the business. Hence, Baker and Sinkula (1999. p. 422) described market 

orientation as the reflection of “knowledge-producing behaviour”. On the other hand, 

Deshpande and Webster (1989) considered market orientation as the aspect of organisational 

culture to create the behaviour in organisation.  

Market orientation – also considered as market-driven, is fundamentally different from 

organisational culture or innovative culture. In particular, market orientation reflects the 
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behaviour aspect, which is called knowledge-producing behaviour and an intangible resource 

to create the competitive advantage (Baker & Sinkula, 1999b; Hunt & Morgan, 1995). 

Conversely, organisational culture or innovative culture implies the internal focus to seek the 

competitive advantage because it adopts and fosters the new ideas, process, and product 

based on the cultivation of internal capabilities (Hurley & Hult, 1998). Accordingly, 

innovative culture primarily depends on research and development function and technological 

development to achieve the leading edge positions in the marketplace (Gatignon & Xuereb, 

1997; Pearson, 1993). Market orientation is different from innovative culture as it emphasizes 

the production of market based products leading to the advantage position in the marketplace, 

while innovation culture leverages the capabilities to increase the internal based competences 

(Deshpandé, Farley, & Webster, 1993). In other words, market orientation implements the 

market culture in which focuses on market superiority and competitiveness rather than 

organisational culture.  

The effort to synthesize two streams of market orientation was conducted by Gray and 

Hooley (2002) also seeing market orientation as the conduct of a corporate culture to 

encourage the behaviours for the sake of gathering, disseminating and responding to 

information on customers and competitors. Narver and Slater (1990) described market 

orientation as the culture of organisation, which effectively and efficiently creates more value 

to customer through the organisational performance. Similarly, Farrell and Mavondo (2004) 

described the concept as one of the set of organisational culture to elaborate the knowledge, 

information and understanding about customer and competitor into their planning, so that 

they can create more value. By contrast, McKitterick (1957) and Jaworski and Kohli (1993) 

considered market orientation as one of business concepts which concentrates on marketing 

and integration of marketing elements to increase profit. However, Jaworski and Kohli (1993) 

define market orientation more comprehensively when the concept includes marketing 
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information of customer, competitor, and the dispersing of those understandings across the 

organisation to meet customer demands. In a different manner, market orientation was 

described as the philosophy of organisational management by McNamara (1972) and Zebal 

(2003), in which every part of the organisation orientates itself through planning and 

coordinating business activities to achieve the objectives and satisfy customer demands.  

 Table 2.5  Narratives on market orientation concept 

Authors Market orientation 

McKitterick (1957) Emphasis on marketing, market orientation was integrated with 

marketing factors to increase the profit 

McNamara (1972) Described as the philosophy of organisational management, in 

which organisational units conducted the orientation by themselves 

to meet customer needs, increase profit, gain the competitiveness 

over the competitor 

Narver and Slater 

(1990) 

Considered as the effective and efficient behaviour of the 

organisation to create customer value and improve business 

performance 

Jaworski and Kohli 

(1993) 

Described as the culture and behaviour of an organisation to collect 

marketing information (customer, competitor, and market) then 

disseminate that collected information across the organisation to 

meet customer’s requirement 

Min & Mentzer 

(2000); Pelham 

(2000); Chang, 

Mehta, Chen, Polsa, 

& Mazur (1999) 

Described as the adoption of marketing philosophy to formulate a 

culture, so effecting the performance of organisations for their 

objectives 

Heiens, (2000) Focused on the customer and competitor which lead to the success 

of an organisation 

Zebal, (2003) Described as the behaviour to increase the competition capacity of 

an organisation through planning and coordinating to meet the 

customer’s requirements. The market oriented organisations would 

analyse their target market, identify the demands, and satisfy the 

customer effectively to improve the competition capacity 

Farrell and Mavondo 

(2004) 

Considered as one of the elements of an organisation’s culture 

affecting personal behaviour and attitudes, which then affects the 

values and beliefs 
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The table 2.5 unwraps the differences in market orientation stresses and confirms that 

organizations develop market orientation regarding its dimensions. The table also revealed 

that the conceptualization of market orientation concepts is a tendency to identify the 

different dimension stresses, which are recognizable and affected by environment (Narver & 

Slater, 1990). Four stresses of market orientation’ dimensions, which can be seen from the 

table, are customers, information, inter-functional coordination, and taking action (Lafferty & 

Hult, 2001). Because market orientation is operating and implementing the marketing 

concept, the premise of satisfying customers’ needs and wants is at the heart of market 

orientation. Understanding customers, meeting their requirements, and creating value are the 

emphases on customers (Kohli & Jaworski, 1990; Lafferty & Hult, 2001; Narver & Slater, 

1990). Information is the second stress of market orientation. To create the value for 

customers, the necessitated information about customers’ needs and competitors is generated 

and disseminated across the firms or organizations (Kohli & Jaworski, 1990; Narver & Slater, 

1990). Inter-functional coordination, the third stress of market orientation, is considered as 

the key factor in the operationalization of market orientation to make the strategic and tactical 

decisions. This dimension leads to ‘taking action’ – the fourth stress of market orientation – 

to deliver the value to customers or response to the needs and wants of customers (Gheysari, 

Rasli, Roghanian, & Norhalim, 2012; Lafferty & Hult, 2001) 

2.3.2 Comparison of cultural and behaviour market orientation 

Market orientation can be grouped into two concepts of studies. Narver and Slater (1990) 

firstly provided the measurement of market orientation and addressed its impact on 

organizational profitability. The concept encapsulates both philosophical and behavioural 

aspects of market orientation, which is defined as “the organizational culture that most 

effectively and efficiently creates the necessary behaviour for the creation of superior value 
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for buyers” (Narver & Slater, 1990, p. 21). The operationalization of market orientation 

reflects the scale of strategic business units to practise the behavioural dimensions of 

customer orientation, competitor orientation, and inter-functional coordination. According to 

Narver and Slater (1990, p. 21), “customer orientation and competitor orientation include all 

the activities involved in acquiring information about the buyers and competitors in the target 

market and disseminating it throughout the business(es). The third hypothesized behavioural 

component, inter-functional coordination, is based on the customer and competitor 

information and comprises the business's coordinated efforts …to create superior value for 

the buyers”. They went on to say that “customer orientation is the sufficient understanding 

of... buyers to be able to create superior value for them continuously'” and that competitor 

orientation involves understanding the “strengths and weakness . . . of both the key current 

and the key potential competitors” (Narver & Slater, 1990, pp. 21 and 22).  

Kohli and Jaworski (1990) and Jaworski and Kohli (1993) provided the second approach to 

market orientation based on marketing concept, which consists of three wide activities: 

market intelligence generation, dissemination of the intelligence within units in firms, and 

responsiveness to this intelligence. Market intelligence generation focuses on the current and 

future customer needs, exogenous factors such as competitors, rules, regulations, external 

forces; dissemination of intelligence was considered as the responsibility of departments in 

firms to effectively disseminate the intelligence to relevant individuals and department, so 

that responsiveness could be initiated. Responsiveness to market intelligence comprises two 

stages: design – planning to respond to the intelligence and implementation – conducting the 

plan.  
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2.3.3. Comparison of two market orientation concepts 

Intelligence generation and customer orientation  

The comparison of these two concepts has some overlap based on conceptualization and/ or 

operationalization. Intelligence generation comprises activities to acquire customer’s 

information, and address the effect of exogenous factors such as regulation, the change of 

technique, competitors, and other external factors to customer requirements. Intelligence 

generation was collectively conducted by departments in organizations (Kohli and Jaworski 

1990). The three dimensions of Narver and Slater (1990)’s market orientation overlapped 

with intelligence generation to some extent. Customer orientation – the first dimension of 

market orientation - focuses on obtaining information about customer and related 

understanding of “the economic and political constraints at all levels in channels” (Narver & 

Slater 1990, p. 21). This is a clear confirmation for the overlapping with intelligence 

generation. At an operational level, both dimensions: intelligence generation and customer 

orientation, concern target buyers and measure their satisfaction. Narver and Slater (1990, p. 

24) asked the interviewees about the scale of customer satisfaction measurement; Likewise, 

Jaworski and Kohli's (1993, p. 66) measured intelligence generation by indicating their 

agreement with the statement “we poll end users at least once a year to assess the quality of 

our products and services”. The main difference between intelligence generation and 

customer orientation is the concern with exogenous factors, of which customer orientation 

measure pertains to related information on this issue. By contrast, Jaworski and Kohli (1993, 

p. 66) asked respondents whether they “periodically review the likely effect of changes in 

[their] business environment (e.g., regulation) on customers”, 
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Intelligence generation and competitor orientation 

Competitor orientation is concerned with being “all the activities involved in acquiring 

information about the . . . competitors in the target market” (Narver & Slater, 1990, p. 21) 

and the analysis of this concept must include “the entire set of technologies capable of 

satisfying the current and expected needs of the seller's target buyers” (Narver & Slater, 

1990, p. 22). This confirms the overlap with intelligence generation. However, the 

measurement of competitor orientation by Narver and Slater (1990) concentrated on the 

sharing of competitor information, strategies, and advantage across departments of the 

organisation rather than generating information about competitors. By contrast, Jaworski and 

Kohli (1993) asked respondents about generating competitor’s information at several units, 

identifying the essential change in industry including competition.  

Intelligence generation and inter-functional coordination 

Inter-functional coordination was defined as “the coordinated utilization of company 

resources in creating superior value for target buyers ... any individual in any function in a 

seller firm can potentially contribute to the creation of value for buyers” (Narver & Slater, 

1990, p. 22). However, the questions were raised: What are activities that contribute to create 

the superior value? Is it coherent with market intelligence generation? Indeed, inter-

functional coordination asked for the integration of human and other resources to attempt to 

create the superior value to customers (Narver & Slater 1990). Given that, the generation of 

information is one of the resources of organisation, which is then integrated in organisation 

planning and strategies. Accordingly, the concept of market intelligence may share similarity 

to the inter-functional coordination in organisation. Moreover, the operation of inter-

functional coordination and market intelligence generation has some similarities. Narver and 

Slater’s instrument asked respondents to examine the scale which “top managers from every 



61 
 

function regularly visit . . . current and prospective customers” (Narver et al., 1993, p.18). 

Jaworski and Kohli (1993, p. 65) gave a similar statement, “Individuals from our 

manufacturing department interact directly with customers to learn how to serve them better” 

Intelligence dissemination and customer orientation  

The concept of intelligence dissemination also has some similarities with Narver and Slater’s 

market orientation dimensions. Intelligence dissemination is pertinent to the effective 

diffusion of the intelligence across the business. In a market -oriented organisation, 

intelligence must be disseminated and communicated among relevant departments and 

individuals. However, the intelligence is not always disseminated from the marketing 

department to others. Depending on the location of generation, intelligence always flows in 

the opposite direction (Kohli and Jaworski, 1990). Dissemination is also processed by formal 

(reports, newsletters and forums) and/or informal procedure (private talk and hall talk). To 

some extent, intelligence dissemination exhibits with customer orientation, competitor 

orientation, and inter-functional coordination.  

Customer orientation defined by Narver and Slater (1990, p. 21) not only acquires 

information about customer, but also requires “disseminating it throughout the business (es)”. 

This evidences that there is an overlap with intelligence dissemination, however, customer 

orientation has not distinguished between the formal and informal dissemination process. 

However, at the operational level, items to measure the customer information dissemination 

were different. Jaworski and Kholi (1993 p. 66) concentrated on the dissemination of 

customer information such as “data on customer satisfaction are disseminated at all levels 

within this business unit on a regular basis”. By contrast, Narver et al. (1993, p. 18) had an 

indirect measure of the customer information dissemination when the researchers required the 
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respondents to indicate the extent when their “strategy for competitive advantage is based on 

their understanding of customer needs” 

Intelligence dissemination and competitor orientation 

Competitor orientation and intelligence dissemination overlap because they include the 

acquisition of information about competitors and its dissemination across business 

departments. For instance, Narver and Slater (1990, p. 24) asked respondents to indicate the 

extent to which “top managers discuss competitors' strategies”, while Jaworski and Kohli 

(1993, p. 66) asked respondents to indicate their agreement with this statement “when one 

department finds out something important about competitors, it is slow to alert other 

departments” 

Intelligence dissemination and inter-functional coordination 

Inter-functional coordination requires the integration of human resources and other capital to 

create superior value to the customer. Given that, information generation was considered as 

the resource of organisation. It is implied that intelligence was disseminated throughout 

departments within the organisation; hence, intelligence dissemination was included in inter-

functional coordination. This confirms that those two dimensions overlap. Moreover, the 

operational of inter-functional coordination and information dissemination has a similarity. 

For instance, inter-functional coordination indicates the extent to which they “freely 

communicate information about [their] successful and unsuccessful customer experiences 

across all business functions” (Narver et al., 1993, p. 18), while Jaworski and Kohli's (1993, 

p.66) measure of intelligence dissemination comprised items related to whether “business 

units spend time discussing customers' future needs with other functional departments”. 

However, Kohli and Jaworski's (1990) intelligence dissemination also concentrated on the 
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nature of dissemination including formal and information procedure, while Narver and Slater 

(1990) was not concerned with this distinction.  

Responsiveness and customer orientation 

Responsiveness was defined as “action taken in response to intelligence that is generated and 

disseminated” by Kohli and Jaworski (1990, p. 6); therefore, the actions comprise the 

development of planning – responsiveness design, and the implementation of planning – 

responsiveness implementation. At the conceptual level, the customer orientation is not 

linked with responsiveness as this concept refers to the generation and dissemination of 

customer intelligence to acquire the sufficient understanding of buyers; then the 

organisational capability is improved to create the value to customers (Narver & Slater 1990). 

However, at the operational level, items to measure customer orientation and responsiveness 

have some similarities in which Narver et al., (1993) included activities to enhance the 

customer value. For instance, respondents were asked to determine the extent to which their 

“business strategies are driven by [their] belief about how [they] can create greater value for 

customers” (Narver et al., 1993, p. 24). Koldi and Jaworski (1990, p. 66) included a similar 

item in their measure of response design: “we periodically review our product development 

efforts to ensure that they are in line with what customers want” 

Responsiveness and competitor orientation 

Similarly, competitor orientation has no linked concept with responsiveness as this 

component focuses on the understanding competitor, and improves the capacity of an 

organisation to create the value, rather than develop activities to enhance the value. However, 

the operation of this dimension has partly overlapped with responsiveness when the 

respondents are required to indicate the statement “[we] rapidly respond to competitive 

actions that threaten us” (Narver et al., 1993, p. 18). This is similar to Kohli and Jaworski's 
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(1990, p. 66) response implementation measure, which asks of respondents whether, “we are 

quick to respond to significant changes in our competitors' pricing structures”. 

Responsiveness and inter-functional coordination 

Inter-functional concept is explicitly overlapped with responsiveness when both include the 

coordinated efforts to enhance the customer value. The overlap is also at the operational 

level. Particularly, the respondents were “asked to indicate the extent to which their business 

engages in the functional integration in strategy” (Narver &Slater 1990, p. 24), while 

respondents were asked to indicate their agreement about the statement “several departments 

get together periodically to plan a response to changes taking place in our business 

environment” (Jaworski & Kohli 1993, p. 66). The difference between these two concepts is 

the distinction between the planning and implementing phase of responsiveness by Kohli and 

Jaworski (1990), while Narver and Slater (1990) have not explicitly drawn such a distinction 

in the concept of inter-functional coordination.  

2.3.4 Market orientation construct 

2.3.4.1 Customer orientation 

The concept of customer orientation was defined as the understanding of customer’s needs in 

order to provide good services/products to meet their requirements (Narver & Slater 1990). 

Customer orientation was considered as the heart of market orientation as the concept reflects 

the backbone of marketing concept (Deshpandé et al., 1993; Han, Kim, & Srivastava, 1998; 

Ingenbleek, Tessema, & Van Trijp, 2013).  

Hamzah, Othman, and Hassan (2016) classified two relevant concepts: customer orientation 

and sales orientation. The former implies the delivery customer satisfaction through 

addressing the best interest of customer and then assisting them to purchase what they really 
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need; while the latter refers to the attempt of a salesperson to increase their sold product and 

sales figures without the warranty of customer satisfaction. Analogically, Goad and Jaramillo 

(2014) defined that customer orientation is the “concerning for others”, whilst sale orientation 

is the “concerning for self”. These researchers also indicated that there is a negative relation 

between customer orientation and sale orientation and those concepts share less than 15% of 

their variance; therefore, the attempt to adopt sale orientation scale items to measure 

customer orientation was discouraged. The debate on customer orientation and sales 

orientation was firstly mentioned in a study by Saxe and Weitz (1982). Customer orientation 

implies “the degree to which salespeople practice the marketing concept by trying to help 

their customers make purchase decisions that will satisfy customer needs” (Saxe & Weitz, 

1982, p. 344). Under the process of developing self-service and ‘online-and-offline’ business 

models, the traditional roles of salespersons are smaller and smaller unless there are values 

such as responsiveness, experience, and assistance added in the relational exchange process 

(Cross, Brashear, Rigdon, & Bellenger, 2007). Therefore, the regarding of customer 

orientation in cyber-business and self-service firms is still less relevant.  

Stock and Hoyer (2005) divided customer orientation into two categories: customer-oriented 

attitude and customer-oriented behaviour. In this case, the first category implies the affinity 

of the salesperson which involves the understanding of customer orientation to improve firms 

performance, by contrast customer-oriented behaviour refers to the ability of salespersons to 

deliver satisfaction to customers (Saxe & Weitz, 1982; Trommsdorff, 1998). In contrast, 

Brown, Mowen, Donavan, and Licata (2002) described customer orientation based on two 

dimensions: the first was called “need dimension”, meaning the belief of salespersons and 

employees about their capacity to meet the customer requirements; while the second was 

called “enjoyment dimension” implying the scale of interaction with the customer which 

becomes a pleasurable moment for a salesperson. In spite of the diversification of interpreting 
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the customer orientation concept, Brown et al. (2002) and Stock and Hoyer (2005) argued 

that customer orientation asked the firms and/or salesperson to have affective perception and 

acknowledgement towards the importance of customers.  

Herhausen (2011) and Narver, Slater, and MacLachlan (2004), on the other hand, categorised 

customer orientation into responsive and proactive customer orientation aiming to handle 

customer’s latent and future needs. In particular, a responsive customer orientation business 

implies the responsiveness to satisfy customer expressed needs (Slater & Narver, 1998). The 

responsive customer orientation uses focus group discussion or customer survey to acquire 

the understanding about desires of customer on current product and services, then conducts 

the development based on that understanding to meet the customer’s need. However, 

responsive customer orientation has some limitations. The first limitation was in line with 

what Hamel and Prahalad (1994) call “tyranny of the served market” meaning managers only 

focused on the current needs of customer. Secondly, tools to do market research were also 

limited when they could be used to articulate the market needs and provide the solution to 

meet those needs without the articulation of latent needs. By contrast, the proactive customer 

orientation tries to explore and satisfy the latent needs. Hence, “a proactive customer 

orientation is defined as the capability to continuously probe customers’ latent needs and 

uncover future needs" (Blocker, Flint, Myers, & Slater, 2011, p. 218). The importance of 

being proactive customer oriented has been shown through qualitative studies (Flint, 

Woodruff, & Gardial, 2002; Tuli, Kohli, & Bharadwaj, 2007) and quantitative studies 

(Atuahene‐Gima, Slater, & Olson, 2005; Blocker et al., 2011; Narver et al., 2004). 

Several studies have been undertaken to examine the impact of customer orientation on 

business regardless of whether this is organisational or individual behaviour. Boles, Babin, 

Brashear, and Brooks (2001), who conduct studies on customer orientation in the retail 

environment, state that organisation’s customer orientation has a positive relationship 
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individual customer orientation, and be an essential factor of salesperson performance. 

Similarly, customer orientation was recognized to be positively affected by ‘personality 

traits’ such as “emotional stability”, “agreeableness”, and the “need for activity” (Brown et 

al., 2002, p.110). Likewise, Boles et al. (2001) examined that customer orientation is 

necessary in the business-to-consumer sector, which is considerable to apply in business-to-

business (B2B) selling environment. Other studies indicated that customer orientation 

supports the benefits in a firm through developing marketing programs and increasing the 

competitive capacity (Dwyer & Tanner, 2002). Additionally, Jones, Busch, and Dacin (2003) 

identified the positive relationship between customer orientation and customers' commitment 

and retention. 

2.3.4.2 Competitor orientation 

Competitor orientation- an element of market orientation- means that “a seller understands 

the short-term strengths and weaknesses and long-term capabilities and strategies of both the 

key current and potential competitors” (Narver & Slater, 1990, p. 21). A competitor 

orientation supports firms to evaluate and compare their capabilities and offerings with other 

competitors’, so that firms can identify their own ways to differentiate the product/services 

and reduce costs (Porter, 1985). Additionally, through clear understanding about competitors, 

firms may follow an imitation or create the differentiation to achieve the position in the 

marketplace (Day, 1994; Gilaninia, Taleghani, & Talab, 2013; O’Dwyer & Gilmore, 2017).  

2.3.4.3 Inter-functional coordination 

Finally, inter-functional coordination implies the dissemination of understanding and 

knowledge about customer and competitor across the whole firm, then responding to create 

the superior value based on firm resource (Narver & Slater, 1990). In essence, every 

employee in a firm can contribute to create customer values, so if firms can coordinate those 
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contributions and integrate with resources: human, physical, relational, financial, and natural, 

they can better provide offering products/services. According to Kohli and Jaworski (1990), 

improving the coordination among various units in firms can increase the efficiency, which 

leads to the reduction of production and administration costs.  

2.4 Innovation 

Another central theme in this thesis is “innovation” which is considered as an endogenous 

factor under R-A theory. Because of the dynamic marketplace, the attention to innovation, its 

process, and management has been escalated. Firms need to innovate to respond to the 

change of customer requirements and in order to benefit from the change of technology, 

marketplaces, structures, and dynamics (Baregheh, Rowley, & Sambrook, 2009). This section 

starts with a short introduction about innovation concept, and then explains innovation, and 

the employment of this concept in agricultural value chain study.  

2.4.1 Innovation concept 

Innovation is used as a tool to impact the environment or respond to the change of 

environment (Damanpour, 1991). The concept involves a wide range of types such as “new 

products, materials, new processes, new services, and new organisational forms”, which 

depends on resource, capabilities, strategies, and requirements (Ettlie & Reza, 1992, p.799). 

Due to the different forms, innovation is “of interest across a range of business and 

management disciplines” (Damanpour & Schneider, 2006, p. 216); therefore Damanpour and 

Schneider (2006, p. 216) state: “Innovation is studied in many disciplines and has been 

defined from different perspectives”. The overlap and diversity of innovation lead to the 

unclear and authoritative definition of this concept. As early as 1984, Ettlie, Bridges, and 

O'keefe (1984) stated that disciplinary void caused the problems for research and practice of 

innovation. More recently, both Zairi (1994) and Cooper (1998) have suggested that lacking a 
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common definition of innovation leads to the challenges and undermines understanding of 

this concept. Accordingly, a common definition of innovation covering all the aspects of this 

concept is still ambiguous and missing the single definition or measurement (Adams, 

Bessant, & Phelps, 2006) 

To demonstrate the diversity of innovation concept, a few examples of this definition were 

presented over time and across disciplines as illustrated by Table 2.6 and table 2.7. There are 

around sixty definitions of innovation which can be categorized into different groups 

(Baregheh et al., 2009). It can be seen that innovation is conceptualized in many ways. 

According to Chen, Zhu, and Xie (2004, p. 205), innovation “refers to the introduction of a 

new combination of the essential factors of production into the production system. It involves 

the new product, the new technology, the new market, the new material and the new 

combination”. The organizational competence, research, and development are innovation 

capital, which brings the new technology and new product to meet the requirement of 

customers. Cardinal, Alessandri, and Turner (2001, p. 196) stated “that the innovation 

process encompasses the technical, physical, and knowledge-based activities that are central 

in forming product development routines”. The newest definition proposed by Baregheh et al. 

(2009) who conducted the analysis for 60 definitions on innovation to examine the common 

elements and diversity of this concept. The result indicated that “Innovation is the multi-stage 

process whereby organisations transform ideas into new/improved products, services, or 

process, in order to advantage, compete and differentiate themselves successfully in their 

marketplace” (Baregheh et al., 2009, p. 1334). The Table 2.6 illustrates three different things 

of innovation proposed by Kahn (2018). Of which, innovation as an outcome focuses on the 

seeking of outputs including “product innovation, process innovation, marketing innovation, 

business model innovtion, supply chain inovation, and organizational innovation” (Kahn, 

2018, p. 454). By contrast, innovation as process emphasises the ways or means to obtain the 
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outcomes. In the other words, that is the way to organize the innovation, so that innovation’s 

outcomes can bring to fruition. Innovation as a mindset is the instilled and ingrained 

conditions from individuals’ mindset and organization culture to achieve innovation’s 

outcomes.  
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Table 2.6 Categorising innovation’s definition based on three different things of innovation  

Authors Innovation is as… 

Outcome: the expectations from innovation 

(Chen et al., 

2004, p. 205)  

“Innovation refers to the introduction of a new combination of the essential 

factors of production into the production system. It involves the new 

product, the new technology, the new market, the new material and the new 

combination” 

(Porter, 1990) “Innovation can be manifested in a new product design, a new production 

process, a new marketing approach, or a new way to conduct training” 

(Cumming, 1998, 

p. 22) 

“The first successful application of a product or Process” 

(Alves, Marques, 

Saur, & Marques, 

2005) 

“Innovation can be defined as any new idea that recombines existing ideas, 

a scheme that challenges the present order, formula, or approach” 

(Kimberly, 1981, 

p. 108) 

“There are three stages of innovation: innovation as a process; innovation 

as a discrete item including, products, programs or services; and innovation 

as an attribute of organizations” 

(Baregheh et al., 

2009, p. 1334) 

“Innovation is the multi-stage process whereby organizations transform 

ideas into new/improved products, services, or process, in order to 

advantage, compete and differentiate themselves successfully in their 

marketplace” 

(Figueroa & 

Conceicao, 2000, 

p. 95) 

“A technological innovation corresponds to the introduction of new 

products and processes in the market or to a significant change in existing 

products and processes” 

Process: the way in which innovation is organized, and then its outcomes can bring to fruition 

(Love & Roper, 

2004, p. 5) 

“the ways in which knowledge is generated (e.g. by conducting R&D) or 

gathered (through networking) by firms and then co-ordinated (through 

multifunctional groups)” 

(Urabe, Child, & 

Kagono, 1988, p. 

3) 

“Innovation consists of the generation of a new idea and its implementation 

into a new product, process, or service, leading to the dynamic growth of 

the national economy and the increase of employment as well as to a 

creation of pure profit for the innovative business enterprise” 

(Cardinal et al., 

2001, p. 196) 

“Innovation process encompasses the technical, physical, and knowledge-

based activities that are central in forming product development routines” 

(Bessant & Tidd, 

2007, p. 11) 

“Exploit change as the opportunity for a different business or service. It is 

capable of being presented as a discipline, capable of being learned, capable 

of being practiced” 
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(Plessis, 2007, p. 

3) 

“innovation as the creation of new knowledge and ideas to facilitate new 

business outcomes, aimed at improving internal business processes and 

structures and to create market driven products and services” 

(Trott, 2012, p. 

15) 

“Innovation is the management of all the activities involved in the process 

of idea generation, technology development, manufacturing and marketing 

of a new ( or improved) product or manufacturing process or equipment” 

(Freeman & 

Engel, 2007, p. 

94) 

“Innovation refers to a process that begins with a novel idea and concludes 

with a market introduction” 

(Harmancioglu, 

McNally, 

Calantone, & 

Durmusoglu, 

2007, p. 400) 

“New development processes involve a series of stages aimed at delivering 

a functional commercial benefit to customers” 

(Cooper, 2008, p. 

214) 

“The innovation process can be visualized as a series of stages, with each 

stage composed of a set of required or recommended best-practice activities 

needed to progress the project to the next gate or decision point” 

Mindset : conditions to instil and ingrain to prepare for innovation outcome and process 

(Kahn, 2018, p. 

458) 

“Innovation as a mindset addresses the internalization of innovation by 

individual members of the organization and advancement of a supportive 

culture throughout the organization” 

 

This thesis employed a broad innovation definition put forward by the economist Schumpeter 

(1939), in which innovation is defined as the creation of new combination such as new 

product, new technology for existing production, new application of technology, or 

developing new market. This means that innovation is not always a new product, but a new 

process of production, a wide-ranging improvement of production and distribution, or even 

an improved method to obtain innovations (Omta, 2002; Rosenberg, 2001). Innovation that 

goes beyond the individual firms is called an innovation system or institutional system, which 

is characterized by the complicated interaction among factors such as business sectors, 

government, customers, ecology, physical and socio-economic value (Omta, 2002).  
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There was a gradual tendency to perception of innovation. Innovation theories were 

developed in various fields of science following the explanation of revolutionary changes 

through innovation. Theories of innovation were first launched in sociological study, in 

which innovation had been the change in social constructs. The term “innovation” was firstly 

used by Hart (1931), then spread over the other “innovation studies”. In this period of the 

1920s, innovation was considered as the change of culture by anthropologists (Smith, 

Malinowski, Spinden, & Goldenweiser, 1927). Innovation was regarded as the broad and 

paradigm concept; hence, the anthropologists and sociologists viewed innovation at the 

“macro-level” to examine the background of social or cultural changes (Kotsemir, Abroskin, 

& Meissner, 2013) . By contrast, economists viewed the technical aspect of innovation, in 

which the term was considered as the tool to compete, to increase the productivity and the 

new product. The economist, Schumpeter, was a pioneer to classify the type of technical 

change and discuss the dichotomy between innovation and invention (Schumpeter, 1939)  

From the 1950s, studies on innovation were developed as organizational innovation concept 

(Cole, 1959); the emergence of new product concept (Jewkes, 1958); the emergence of new 

activity and process concept in sociology (Nimkoff, 1957). Since then, innovation has been 

treated as the instrument of competition in business and among nation. The concept then was 

widely applied in technological and national innovation system models (Freeman, 1994; 

Lundvall, 1993); financial innovation concept (Miller, 1986; Myers & Majluf, 1984); user 

innovation concept (Fleck, 1988; Von Hippel, 1986); technological paradigms model (Dosi, 

1982); techno-economic paradigms model (Freeman & Perez, 2000). 

Since the 2000s, innovation has been seen as the buzzword, which is used to explain the 

change in all spheres of life (Kotsemir et al., 2013). The complementary concepts of 

innovation such as the financial innovation, the eco-innovation, the social innovation, and the 
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collaborative innovation concepts have been evolved. Simultaneously, models of innovation 

and innovation policy have been shifted. Because of the lack of reliability and long term 

concern in research and development activities, the existing models: national innovation 

system model and evolutionary models of innovation have been changed into the disruptive 

innovation theory or the value chain evolution theory by Christensen, Raynor, and Anthony 

(2003); or the strategic innovation process model by Afuah (2002). Hamel and Ruben (2000) 

the strategy innovation model can be classified as a “schematic” model. Moreover, the related 

innovation policy has been gradually shifted from “top target setting” to “from down 

priorities setting” due to the need of responding to the specific and/or local challenges 

(Kotsemir et al., 2013). For this reason, specific innovations have been used such as eco-

innovation, sustainable innovation or environmentally friendly innovation 
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Table 2.7 Development of innovation concepts 

Periods    Development of innovation concept 

Pre 

1920s 

• Innovation theories in sociology 

1920s • Innovation as the social invention 

• Conceptualizing innovation as the cultural change 

• Innovation in public institutions 

• First discussion on innovation vs. invention 

1930s • Innovation as novelty concept in sociology 

• First developing “linear models” of invention, which then applied the 

sequences in sociology 

• Further discussing on innovation and invention in the economic 

literature  

• Technological innovation which had been considered as new 

combinations of means of production  

1940s to 

1960s 

• First employing innovation in public institutions  

• Term “innovation” starts the innovation studies  

• More discussion on diffusion and imitation of innovation in economics 

• New product was firstly commercialised in economics 

• First use of term “technological innovation” in the economic literature 

• Further development of innovation diffusion concept  

• First works on organizational innovations  

• The role of the marketplace in innovation process  

• Studies on innovative behaviours of organizations  

• Development of theories of organizational innovations  

1970s to 

1990s 

• Further development of empirical studies on innovation process 

• Comprehensive theories of innovation diffusion 

• First comprehensive research on social innovation 

• Emergence of the concept of financial innovation 

• Innovation chains model  

• Emergence of eco-innovation concept 

2000s • Further development of financial innovation concept 

• Theories of growth of regional clusters of innovation and high 

technology 

• Appearance of the toolkits for user innovation concept  

• Establishment of the theory of social innovation 

• Further development of technological innovation system 

• Further development of open innovation concept 
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2.4.2 Type of innovation 

In line with the diversity of innovation concept, various types of innovation have been 

developed. Innovation has been classified throughout history from “classical” product and 

process innovation to exotic types of innovation such as ‘blue ocean innovation’ (Chan Kim 

& Mauborgne, 2005) and ‘frugal innovation’ (Zeschky, Widenmayer, & Gassmann, 2011). 

The first classification proposed by the Organisation for Economic Co-operation and 

Development (OECD) included product innovation, process innovation, marketing 

innovation and organizational innovation (Bloch, 2007, p. 29):  

• A product innovation “is the introduction of a good or service that is new or 

significantly improved with respect to its characteristics or intended uses. This 

includes significant improvements in technical specifications, components, and 

materials, incorporated software, user friendliness or other functional characteristics”.  

• A process innovation is “the implementation of a new or significantly improved 

production or delivery method. This includes significant changes in techniques, 

equipment, and/or software” 

• An organizational innovation is “the implementation of a new organizational method 

in the firm’s business practices, workplace organization, or external relations” 

• A marketing innovation is “the implementation of a new marketing method involving 

significant changes in product design or packaging, product placement, product 

promotion or pricing” 

The classification of (Bessant & Tidd, 2007) is quite similar to the OECD when it 

distinguishes innovation into innovation of product, process, position, and paradigm. Position 

innovation implies “the change in context in which the product/services are introduced” 
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(Bessant & Tidd, 2007, p. 13) and paradigm innovation is the “changes in the underlying 

mental models which frame what the organization does” (Bessant & Tidd, 2007, p. 13). 

Another classification is based on the “power” of innovation, in which the scope of 

innovation ranges from incremental to technical revolution (Freeman, Clark, & Soete, 1982). 

Coccia (2006) provided a set of seven degrees of innovation from lightest to revolution 

together with the classification of innovation based on the innovation power. More precisely, 

Garcia and Calantone (2002) comprehensively categorized innovation and distinguished 

different types in each categorization. The following table 2.8 adapted from Coccia (2006) 

and Garcia and Calantone (2002), illustrates the power based classification of innovation 

Table 2.8 The classification of innovation 

Innovation classification  Authors 

Improvement basic innovation  fundamental innovation (Mensch, 1979) 

Improvement continuous  radical  new technological 

system  change of techno-economic paradigms  technical 

revolutions 

(Freeman et al., 1982) 

Low innovativeness → moderate innovativeness → high 

innovativeness 

(Kleinschmidt & Cooper, 1991) 

Incremental → new generation → radically new (Wheelwright & Clark, 1992) 

Unrecorded → incremental → minor → major → systemic ( Freeman, 1994) 

 

Another classification of innovation is based on the distinguishing of innovation levels. One 

of the first classifications was mentioned by Johnson and Jones (1957, p. 51), who 

distinguished between “new product”, "improved products," "new uses," "new markets for 
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old products," "related new products," "unrelated new products," "innovations," and other 

terms in common use, identification of the new product function”. The scholars classified two 

directions: technological and market newness, in which each direction has three degrees of 

newness. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.3. Classification of innovation based on the degrees of newness 

Source: reproduced from Jones and Johnson (1957, p 245). 

Similarly, Zawislak, Alves, Gamarra, Barbieux, and Reichert (2011) divided innovation into 

two groups: technology driven and business driven innovation (Figure 2.3). The first category 

includes technological innovation -comprising the development of new equipment, new 

component to produce the new design, new materials and new products, and operations 

innovation – improving the current process, introducing modern technique, and new layouts. 

By contrast, the second category comprises management innovation referring to skills, 

methods of management, and new business strategy and transaction innovation implying the 

reduction of transaction cost, set up, and strengthening the relationship with other market 

actors. Multilayer classification of innovation was also mentioned by Walker, Avellaneda, 

and Berry (2011) through three categories:  
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(1) Service innovation implies the new offered services to meet the market needs. 

According to Osborne (2013) and Walker, Jeanes, and Rowlands (2002), there are three types 

of service innovation including new services delivery to new customer, existing services to 

new customer, and evolutionary – providing new service to current customers.  

(2) Process innovation defined by Walker et al. (2011) which drew on a study by 

Edquist, Hommen, and McKelvey (2001) including the change in the relationship among 

organizational members, rules, roles, communication within internal and external 

organizations. The process innovation was divided into three categories: marketization 

innovation implies the change of organizational operating process and system for the sake of 

increasing efficiency and effectiveness, then delivering to its customers (Schilling, 2005; 

Walker et al., 2011). Whereas organizational innovation refers to the change in structure, 

strategy and other related administrative process, which are concerned with the primary 

activity and changes of organizations in social system (Damanpour, 1987). The last sub-

category of process innovation is technical innovation associated with the physical 

equipment, technical and communicational changes. 

 (3) Ancillary innovation refers to the network of partnership in distributing the 

modern public services. This category is different from other innovations because it requires 

a network with other partners such as service providers, users, and agencies (Damanpour, 

1987); therefore the successful of ancillary innovation is both dependent on organization and 

other external factors of organizations (Walker et al., 2011) 

Innovation is also grouped based on the dichotomical classification and dually dichotomical 

classification. The first classification is based on two opposite types of innovation such as 

evolutionary vs revolutionary (Utterback, 1996), radical vs incremental (Balachandra & Friar, 

1997) and market pull vs. technology push (Dosi, 1988). By contrast, dually-dichotomical 

classification simultaneously comprises two dichotomical innovations such as incremental vs. 
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radical and modular vs. architectural (Henderson & Clark, 1990); Incremental vs. radical and 

market breakthrough vs. technological breakthrough (Chandy & Tellis, 2000) 

 In a different manner, Moore (2007) examines 14 types of innovation which accompany the 

category of maturity life cycle and the degree of maturity of new technology (Table 2.9). The 

author identifies four innovation zones, which comprise different types of innovation in each 

zone.  

Table 2.9 Innovation types in different zones 

Innovation types Essence of innovation 

Product leadership zone 

Disruptive innovation “Creating new market categories based on discontinuous 

technology change or a disruptive business” 

Application innovation “Developing new market for existing products by finding 

unexploited uses for them, often by combining them in 

novel ways” 

Product innovation “Focuses on existing markets for existing products, 

differentiating through features and functions that current 

offers do not have” 

Platform innovation “Interposes a simplifying layer to mask an underlying 

legacy of complexity and complication, thereby freeing a 

next generation of offers to focus on new value 

propositions” 

Customer intimacy zone 

Line-extension innovation “Structural modifications to an established offer to create a 

distinctive subcategory” 

Enhancement innovation “Continuation of trajectory begun by line extensions, 

driving innovation into finer and finer elements of detail, 

getting closer and closer to the surface of the offer with less 

and less impact on the underlying infrastructure” 

Marketing innovation “Differentiating the interaction with a prospective customer 

during the purchase process” 

Experiential innovation “Value here is based not on differentiating the functionality 

but rather on the experience of the offering” 

Operational excellence zone 
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Value-engineering 

innovation 

“Extracting cost from the materials and manufacturing of 

an established offer without changing its external 

properties” 

Integration innovation “Reducing the customer cost of maintaining a complex 

operation by integrating its many disparate elements into a 

single centrally managed system” 

Process innovation “Focusing on improving profit margins by extracting waste 

not from the offer itself but from the enabling processes 

that produce it” 

Category renewal zone 

Value-Migration innovation “Redirecting the business model away from a 

commoditizing element in the market’s value chain toward 

one richer in margins” 

Organizational innovation “On this path, the company uses its internal resources to 

reposition itself into a growth category” 

Acquisition innovation “Solves the problem of category renewal externally through 

merger and acquisition” 

 

Source: reproduced from Moore (2007, p.341) 

 

The systematic review of types of innovation reported in this section allowed to analyze 

many models of innovation, which is already proposed in the literature. It reveals that 

research on innovation could be grouped into innovation zones (Product leadership zone, 

Customer intimacy zone, Operational excellence zone, Category renewal zone) or levels of 

innovation, or power based classification of innovation. Additionally, the review offers stages 

of innovation that can help to understand how innovation is composed and functions. This in 

turn is important for the thesis to select the types and measure the innovation in the context of 

an agricultural value chain in developing country.  

2.4.3 Exogenous innovation or endogenous innovation 

Classical economists such as Adam Smith and Karl Marx stated that the change of 

technology and economic development formed the important part of innovation. However, 
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the neo-classical theorists neglected this statement (Eggink, 2013); hence, innovation related 

to neoclassical development theories was omitted or considered as an exogenous factor. 

Technological change and economic development were revived with Robert Solow, winner 

of the Nobel Prize for his neoclassical theory of growth, who considered technological 

change as an exogenous factor (Fagerberg, Mowery, & Nelson, 2005). This implies that 

growth could not be explained by the endogenous factors, rather resulting from the 

exogenous technological change (Nafziger, 2006). Solow used variables: capital, land, and 

technological change, to analyse the production function which resulted in the first two 

variables explaining less than half of economic growth and the rest was explained by 

technical change (Brue & Grant, 2012). Solow’s theory under the neo-classical view is based 

on the contribution of internal factors such as capital and labour to growth, with the impact of 

the exogenous factor on technological change. The economy was based on the internal 

adjustment to achieve the equilibrium growth. Romer had developed a model to combine 

technical change as the endogenous factor which is then considered as a part of his “New 

growth theory” (Fagerberg, Srholec, & Verspagen, 2010; Freeman, 2002). However, Romer’s 

model is similar to the neo-classical growth model, which still remains another equilibrium 

model (Eggink, 2013) 

Different from neoclassical theory, Schumpeter considers innovation as the driver of 

economy to the equilibrium, in which innovation is focused as the endogenous effect on 

economic growth (Eggink, 2013; Schumpeter, 1939). Innovation is viewed as the catalyst to 

disturb the equilibrium and generate the development. The concept was called “internal factor 

because the turning of existing factors of production to new uses is a purely economic 

process and, in a capitalist society, purely a matter of business behaviour. It is a distinct 

internal factor because it is not implied in, nor a mere consequence of, any other” 

(Schumpeter, 1939, p. 433) 
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The difference between Schumpeter’s endogenous innovation and neoclassical economists is 

the production function. According to Schumpeter (1939), innovation does not diverge the 

quantities of production factors to produce the different quantities, which was described by 

neoclassicism, but rather innovation causes a new production function such as production of a 

new product, the change of inputs or production method to produce a new product.  

2.5 Financial performance 

Performance provides the current well-being information of a firm (Kumar, Subramanian, & 

Yauger, 1998), however, there is not a clear-cut definition about this concept due to the 

complication and multidimensional nature of firms (Damanpour & Evan, 1984). Firm 

performance has been considered as the multidimensional construct, which has no common 

set of variables for measurement, meaning that the concept could be measured by different 

dimension based on the research objectives. This section explores the related theoretical 

literature on firm performance and the focal financial performance contributing to the debate 

of this concept in context of an agri-value chain in an emerging country.  

2.5.1 Definition of performance  

Business performance is a complicated concept, which has abundant applications, reflecting 

the multitude of business disciplines, and related diversity of research questions applied to 

measure outcomes (Venkatraman & Ramanujam, 1986). The common element across these 

disciplines is the agreement that performance concept has been used to measure the 

achievement of business purpose such as mechanism or the process. The diversity of 

performance concept leads to the variety of terminology across the literature such as 

organizational performance (Ford & Schellenberg, 1982), business performance 

(Venkatraman & Ramanujam, 1986), or strategy-based performance (Kaplan & Norton, 

2001; Slater, Olson, & Reddy, 1997). More than semantic, the difference in performance 
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terminology leads to the variety of perspectives of the performance approach. For instance, 

Ford and Schellenberg (1982, p. 50) examined three different perspectives of organizational 

performance approach:  

(1) Performance is “considered as the goal achievement through goal approach”;  

(2) Performance is “defined as the ability of an organization to secure the scarce and 

valued resources through a system resource approach”; and  

(3) Performance is “defined in terms of the behaviour of organization participants 

through process approach” 

By contrast, Venkatraman and Ramanujam (1986) defined business performance as a 

subcategory of overall organizational effectiveness including both financial and operational 

indicators.  

This thesis is not aiming to employ the whole concept of business performance, rather 

focuses on the concept of financial performance. The concept is the critical goal of all 

management and the central aspect of business performance (Morgan, 2012). Under financial 

performance perspective, the success of firms is measured by the indicators such as investor 

value, revenue, profitability, and the cash flow (Ramaswami, Srivastava, & Bhargava, 2009; 

Srivastava, Shervani, & Fahey, 1999). The accounting indicators of cash flow are different 

from profitability, of which cash flow is the sum of in and out flow of cash from firms, 

whereas profitability is recognized through revenue and cost allocation (Morgan, 2012). The 

financial market indicators are comprising metrics such as stock, bond price, revenue and 

returns of shareholder, ratings of credit, and unsystematic risk (Morgan & Rego, 2006; Rego, 

Billett, & Morgan, 2009). Using a financial index to assess the firm’s performance is not 

new, and can be found in thousands of publications on this topic. The differences among 

those underlying studies are the use of different independent variables (financial ratios) 

and/or different techniques of statistical analysis (Delen, Kuzey, & Uyar, 2013) 
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2.5.2 Determining firm performance 

Why do firms have better performance than others do? This question leads to analyse 

determiners of firm performance, which is also the central debate of researchers and 

practitioners in strategic management (Hawawini, Subramanian, & Verdin, 2003). According 

to Porter (1991), superior performance resulted from the firm’s capability to achieve the 

advantage of competitive position compared to its competitors; hence, the determinants of 

performance could be considered in relation to competitive advantage theories. As this 

chapter has reviewed related competition theories including I-B theory, RBT and R-A theory, 

the review of performance determinants is followed by those three streams. 

The I-B theory states that external factors such as structures of industry and market are the 

key determinants affecting the performance of firms (Porter 1980, 1985). Porter (1980) 

identified the effect of firm strategies on profitability through the interaction of five force 

factors: suppliers, buyers, substitutes, entrants, and rivalry. Similarly, other relevant studies 

identify the influences of structure-conduct-performance on firm performance. For instance, 

(Hansen & Wernerfelt, 1989) examined three aspects of firm performance determinants 

including characteristics of industry where firms compete, the position in marketplace of the 

firm compared to its competitors, and the quality and quantity of firm resources.  

Since the limitations of the industrial perspective approach on firm performance, the latter 

empirical studies have paid attention to internal factors of firms to identify how firms’ 

resources impact performance. The central debate of the resource based perspective is that 

organizational performance is better explained by internal idiosyncratic resource and 

capabilities rather external ones (Amit & Schoemaker, 1993; Eisenhardt & Martin, 2000). 

The RBT suggests that VRIO tangible and intangible resources and capabilities lead to 

superior performance (Barney 1991, 2001).  
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2.5.3 Measuring performance 

Literature on business performance measurement indicated that measurements of this concept 

are distinctive, multiple and mutually supports. Firm performance measurement has increased 

predominantly in the strategic management literature review (Garengo, Biazzo, & Bititci, 

2005; Taticchi, Tonelli, & Cagnazzo, 2010; Venkatraman & Ramanujam, 1986). The concept 

has become more common in all sectors of industry to compete in the complicated and 

continuously changing environments (Bititci, Garengo, Dörfler, & Nudurupati, 2012).  

Measuring performance is described as the process of quantifying efficiency and 

effectiveness (Neely, Gregory, & Platts, 1995), and an essential element in business 

improvement (Sharma, Bhagwat, & Dangayach, 2005). The distinction between measures of 

effectiveness and efficiency was identified by (González-Benito & González-Benito, 2005), 

in which the former term implies the market position such as reputation, customer 

satisfaction, market share and the success of new product, whereas the latter refers to 

allocation of resource such as benefit, profitability, and return on investment.   

Venkatraman and Ramanujam (1986) operationalize the financial versus non-financial 

measurement of performance, of which the first one relates to economic indicators such as 

sales, growth, and profitability, while the second comprises the leading indicators of 

economic performance such as reputation, market share, and satisfaction. Bititci et al. (2012) 

stated that performance measurement is the process of measuring information, which 

supports the decision-makers in firms to link the strategy and operation. According to 

Nudurupati, Bititci, Kumar, and Chan (2011) and Taticchi, Tonelli, and Cagnazzo (2009), 

firms need to measure, monitor, and evaluate performance using a balanced and dynamic set 

of indexes to support the decision making process. The “balance” refers to the differences of 

metrics such as financial and non-financial; quantitative and qualitative; internal and external 
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to obtain the holistic performance (Burgess, Ong, & Shaw, 2007; Kaplan & Norton, 1996). 

While the “dynamic” implies the needed development of a system to constantly monitor the 

external and internal context as well as review the objectives and priority of a firm (Garengo 

et al., 2005). 

In spite of the existence of performance metrics in literature, it needs shifting such as from 

individual firms to the whole chains of product because of the competitive environment 

change (Cagnazzo, Taticchi, & Brun, 2010; Taticchi, Tonelli, & Pasqualino, 2013). Hence, a 

range of metrics was developed to measure firm performance (Chan & Qi, 2003; 

Gunasekaran, Patel, & McGaughey, 2004), which can be grouped in to four categories 

including qualitative and quantitative; related financial performance and non-financial 

performance (Taticchi et al., 2013).  

Regarding business performance in a value chain, despite the substantial research on this 

issue, research concentrating on the development of tools and framework to measure value 

chain performance is still scant (Gunasekaran, Patel, & Tirtiroglu, 2001). Although the 

Supply-Chain Council (SCC) has proposed a framework to describe the supply chain process 

and metrics for measuring the chain performance (Gunasekaran & Kobu, 2007), the 

framework has not been paid much attention by researchers and academia (Taticchi et al., 

2013). Similarly, the framework for chain performance measurement developed by 

academics such as (Berrah & Clivillé, 2007; Chan, Qi, Chan, Lau, & Ralph, 2003; Chan & 

Qi, 2003; Gunasekaran et al., 2004) have received little attention from industry. The reasons 

of limitation on the framework for measuring chain performance, indicated by Shepherd and 

Günter (2006), are the lack of connection between framework and strategy, shortage of 

concentration on balanced approaches, insufficient concentration on customers, and lack of a 

holistic approach about the complication of chain performance.  
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2.5.3.1 Financial measures and non-financial measure 

Financial measurement, mostly used in empirical strategic management research, is based on 

the economic or accounting based indicators to assess the achievement of economic goals of 

firms. The related economic indicators comprise sale growth, profitability, return on 

investment and sale, return on assets and stock. Traditionally, firms are based on financial 

indicators for their performance assessment (Ittner & Larcker, 1998), however, the broader 

measurement of performance is required to achieve the multiple goals that support financial 

performance. Accordingly, firms have sought the non-financial indicators.  

Non-financial performance comprises a range of indicators and the degree to which firms 

obtain the achievement. These indicators provide information about the future of performance 

(Ittner & Larcker, 1998). The non-financial indicators have been empirically revealed from 

literature emphasised on customer-based performance, technical based performance and 

internal operation. The customer based performance focuses on the indicators such as market 

share, customer satisfaction, and related market goal achievement (Banker, Lee, Potter, & 

Srinivasan, 1996; Delaney & Huselid, 1996; Slater & Olson, 2000); whereas the technology 

based performance implies technical development and innovativeness in firms (Atuahene-

Gima, 1995; Barczak, 1995) and patents (Ahuja & Katila, 2001).  

2.5.3.2 Quantitative (objective) and qualitative (subjective)  

A large body of empirical economic studies and literature indicates two methods of 

performance measurement called quantitative (objective) and qualitative (subjective). The 

former called “impartially quantified”, is focused on financial measures (González-Benito & 

González-Benito, 2005, p. 802). The financial measures include sales growth (Lee, Lee, & 

Pennings, 2001; Thomsen & Pedersen, 2000), return on assets and sales (Lu & Beamish, 

2001; Simerly & Li, 2000); and level of profitability (Pan & Chi, 1999). The limitations of 
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objective measurements are collecting data from secondary sources (González-Benito & 

González-Benito, 2005); difficulty in obtaining information when organization is not willing 

to share the database (Dess & Robinson, 1984), inability to compare across the organization 

with different sizes, or different accounting systems (Hooley et al., 1999).  

By contrast, subjective measures comprise both financial and non-financial measurement 

which are useful to ascertain the complexity of performance (Gonzalez-Benito & Gonzalez-

Benito, 2005, p. 802), to assess the firm’s goal compared to competitors (Hooley et al., 1999), 

and to reflect the strategy of organizations (Jaworski & Kohli, 1993). However, subjective 

measurement also has some limitations. According to Rowe and Morrow (1999), this 

approach has not reflected the past and the long term perspective of business performance, 

since it collects data at the time of survey. Moreover, Haugland, Myrtveit, and Nygaard 

(2007, p. 1192) indicate that the approach may lead to bias because it is prone to “systematic 

shared method variance” (p. 1192) from the psychometric research employed to gather these 

measures. 

To compensate for the limitation of those approaches on measuring performance, researchers 

recommend combining different approaches to measure the business performance such as 

integrating financial and non-financial metrics or a combination of subjective and objective 

approaches (Damanpour & Evan, 1984; Ittner & Larcker, 1998;Venkatraman & Ramanujam, 

1986). For instance, Jones, Lanctot, and Teegen (2001) conducted a measurement of business 

performance through the combination of related financial indicators, market related metrics.  

2.6 Research gap 

Although a substantial study has been conducted on market orientation, innovation, and 

business performance across a variety of industry and cultures, only a handful of research has 

concentrated on a single industry e.g. Han et al. (1998), to examine the effects of this concept 
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on industry. The recent studies have begun to measure the concept of market orientation, 

innovation, and financial performance at several segments of the value chain such as Tregear 

(2003); Verhees and Meulenberg (2004), or the whole value chain (Grunert et al., 2005). 

Particularly, using a portal survey, Verhees and Meulenberg (2004) indicated that market 

orientation is an essential factor to positively affect innovation and business performance of 

Dutch rose growers. In contrast, using an interview approach, Tregear (2003) indicated the 

presence of market oriented behaviour in craft food processors. Although, interview methods 

may allow for more modification of market orientation measurement, it is prohibitively costly 

when the study is conducted over a large sample size. Moreover, the interview based 

approach may be difficult to generalize over agricultural products because of the limitation of 

sample size. The study of Tregear (2003) was expanded by Grunert et al. (2005) when they 

measured the whole value chain of bacon, orange juice, cod and lamb. By using the interview 

approach, the results indicated market orientation behaviour throughout different chain 

parties. Again, the interview approach may allow for more tailored measurement of market 

orientation, innovation, and financial performance, however, it limits the generalization of the 

results due to the small number of sample size.   

Moreover, the previous studies on the relationship between market orientation, innovation, 

and financial performance have been conducted within the industry, in which optimizing 

profitability has been concerned as the reasonable assumption. However, this assumption was 

questioned by researchers within agricultural production (Harper & Eastman, 1980; Sumpsi, 

Amador, & Romero, 1997). Harper and Eastman (1980) indicated that goals related to quality 

of life and at both family and firm level are more essential than related profit and income 

goals. Additionally, the goal of maximizing profitability is only one of the several managerial 

goals (Sumpsi et al., 1997). These discussions lead to opportunities to identify the importance 
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of market orientation in the context where profitability may not be the most important 

achievement of producers.  

Although a substantial number of studies on the relationship between resources, market 

orientation, innovation, and business performance have been conducted in various fields, 

there are few studies focusing on agricultural value chain generally and emerging countries in 

particular. This led to the question of whether agricultural value chain actors in Vietnamese 

cattle production and marketing can leverage their resources to achieve the competitive 

advantage and business performance through market orientation. This is the motivation to 

conduct this study.  

This dissertation does not determine the hierarchy of goals for beef producers, rather it 

examines market orientation of other actors further down the value chain. Like Verhees and 

Meulenberg (2004), and Micheels and Gow (2012), this dissertation will examine the 

importance of a market orientation through using one industry of beef cattle and one specific 

value chain as the focal point of this research. Moreover, by examining the effect of market 

orientation on the performance of beef cattle value chain actors, this research can discuss the 

importance of market orientation and other dynamic capabilities in the agricultural economics 

discipline. 

2.7 Theoretical framework 

This dissertation employed the R-A theory and other concepts such as market orientation, 

innovation, and business performance in the context of agricultural value chain in an 

emerging country. As the framework has been applied in other large-scale industry and 

manufacturing, hence the application of this framework needs to provide justification to build 

up the framework including three sub-sections: scientific justification, policy justification, 

and hypothesis construct.  



92 
 

2.7.1 Scientific justification 

Farmers today face different challenges and opportunities compared to the agriculturists in 

the past, caused by the changes of agricultural landscape during the last decades, evolutionary 

economics (Micheels & Gow, 2013), and the change of agricultural product consumers 

(Pearson, Henryks, & Jones, 2011). Given the above changes, firms need to employ 

innovation activities such as new products, new processes, new markets, and new sources of 

supply, new organizational structures to meet the challenges and improve the business 

performance (Kirzner, 1999; Micheels & Gow, 2013). Moreover, given the increasing 

competition, firm managers are required to be more innovative in searching for their profit 

opportunities. Accordingly, agricultural firm managers innovate to improve their 

performance in order to meet or exceed a previously set benchmark or aspiration level 

(Georgellis, Joyce, & Woods, 2000; Hessels, Van Gelderen, & Thurik, 2008). However, the 

question raised is “How can agricultural firm managers become more innovative? The 

question had been addressed by Baker and Sinkula (2009), who state that market orientation 

is considered as the resource to develop innovation activities. Market orientation in the 

agricultural sector comes from observations and interactions among the producers, customers, 

and competitors, which are combined with the tendencies in other industries that might be 

applicable to agriculture (Micheels & Gow, 2013; Verhees & Meulenberg, 2004). Table 2.10 

indicates the employment of the market orientation concept and its consequence in the case of 

agricultural products.  
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Table 2.10 Exploring market orientation concept in agricultural sector 

 Concept market 

orientation 

Effects Consequences 

(Micheels & Gow, 

2012) 

Customer orientation, 

competitor orientation, 

and inter-functional 

coordination 

Positively affect innovation 

and business performance 

Enable firms to 

perform better with 

their business 

(Verhees & 

Meulenberg, 2004) 

Focusing on customer 

market intelligence and 

supplier intelligence,  

Customer market and 

supplier intelligence drive 

the product innovation 

Customer market 

intelligence is useful 

to have a better 

performance in terms 

of quality, service, and 

timing 

(López-Mosquera, 

Álvarez-Coque, & 

Sánchez, 2014) 

Cultural approach adopted 

from Narver and Slater 

(1990) focusing on the 

firm holders’ adaptation to 

their clients, their search 

for new clients 

Market orientation drives 

the competitiveness and 

innovation 

Market-oriented fruit 

and vegetable farmers 

meet the customers’ 

requirements, leading 

to positive economic 

results 

(Androniki & 

Anastasios, 2011) 

Comprise customer 

orientation, competitor 

orientation, inter-

functional coordination 

Allocating investment, 

knowledge transfer, and 

innovation 

Result in productivity 

and quality of 

agricultural 

production, farm 

returns 

(Nikolić, Mujčinović, 

& Uzunović, 2014) 

Focus on customer 

orientation, competitor 

orientation, inter-

functional 

coordination 

Low market orientation 

scale leads to low 

capability to acquire 

information about market 

needs, lack of knowledge to 

create and improve product 

value 

Large scale firm 

concentrates on 

competitor orientation 

and inter-functional 

coordination, while 

small scale firm works 

closely with customer 

(Mehta, 2013) Focusing on generate 

marketing intelligence, 

dissemination, and 

responsiveness.  

Market intelligence is the 

core dimension of market 

orientation 

Low capability on 

dissemination and 

responsiveness lead to fail 

to convert the 

understanding and 

information to rightful 

strategic.  

Developing marketing 

channels through 

connecting with 

market orientation 

leads to changes and 

innovation 

(Anneke & Achim, 

2011) 

Generation, dissemination, 

and responsiveness to 

market intelligence 

Market orientation 

increases the capacity to 

cope with the farmers’ 

challenges 

Low market 

orientation of dairy 

farmers 
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2.7.2 Context justification 

This study applied the market orientation concept from Narver and Slater (1990) which has 

been employed in Vietnam (Hau, Evangelista, & Thuy, 2013; Ho et al., 2017a; Long, 2013; 

O'Cass & Ngo, 2011). Market orientation in these studies has been viewed as the acquisition 

of knowledge and understanding about customers and competitors, then disseminating among 

the units or parties to create the market offering product for the sake of superior customer 

value. Vietnam provides a good case to study market orientation and innovation. Since 1986, 

Vietnam, is in transition to a market-oriented economy, has achieved stunning results such as 

becoming a member of the World Trade Organization, the emerging of effective marketing 

system, and the movement of consumer society (Tho, Trang, & Shultz, 2017). However, the 

“open-economy” policy leads Vietnam to be faced with the problem of competition from 

neighbouring countries and/or other exporters. To overcome this constraint, Vietnamese 

economists recognized that innovation based market orientation is the pathway to create the 

competitive advantage for the business performance (O'Cass & Ngo, 2011). Particularly, the 

Socio-economic Development Strategy 2011-2012 promulgated by the Prime Minister on 

12th April 2012 emphasises human resource, skill development, and establishing marketing 

institution to qualify the marketers and competitiveness of Vietnamese production. Among 

the articles in this strategy, market orientation, innovation, and business performance have 

been centred as conditions to achieve the high competitive and increasingly global market 

(Dung, 2012). In the agricultural market, the major constraint is lacking the resource, 

(Osmani & Hossain, 

2016) 

Consider market 

orientation as a production 

decision issue to 

maximize profit  

Concentrate on the 

determinants of market 

orientation 

Farmers re-allocate 

their cultivated land to 

produce marketed 

crops 

Improve their products 

to meet the customers’ 

needs 
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customer, and competitor survey to project the market and customer needs. This limits the 

market based innovation and the competitiveness. Therefore, to develop the agricultural 

market, customer and competitor surveys need to be done, and then disseminated across the 

department and business parties for the sake of innovation, hereby improving the competitive 

advantage (Ministry of Agriculture and Rural Development, 2016). Additionally, the decision 

No 23/QD-TTG promulgated by the Vietnamese Prime Minster emphasized that the scheme 

of rural trade development toward 2020 is based on the resource of economic sectors with 

market needs understanding to innovate the business system in turning improving the 

business performance (Hai, 2010).  

 

2.7.3 Hypothesis 

2.7.3.1 Resources and competitive advantage 

Hunt and Morgan (2005) state that each firm has at least some resources, which can be 

leveraged into positional advantage in the marketplace. Some of these resources may be 

inimitable, so they could lead to the long term competitive advantage. Resources are 

identified as the tangible and intangible, available to enhance a firm to efficiently and/or 

effectively produce a market offering products/service that is valuable for some marketing 

segment(s) (Hunt & Davis, 2008; Hunt & Lambe, 2000; Hunt, Lambe, & Wittmann, 2002; 

Hunt & Morgan, 1995, 1997, 2005). The resources are not only labour, land, and capital as in 

neo-classical theory, rather they comprise financial, physical, legal, human, organizational, 

informational, and relational (Hunt, 1997a, 1997b, 2011; Hunt & Morgan, 1995). The R-A 

theory developed by Hunt and Morgan (1995) indicated that a firm’s resources could 

comprise the comparative advantage, which then enhances the competitive advantage in the 

marketplace. Indeed, substantial studies have provided the evidence for this theory. Okpara 
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(2015) examined the intangible resources of firms in terms of reputation, knowledge, and 

culture, concluding that those intangible resources are the main drivers of competitive 

advantage. In a different manner, Kaleka (2011) examined the relationship between financial 

and experimental resource in firms with the services advantage – defined as the position of 

firms in the marketplace due to the provision of good services. The study found that three 

resources are the antecedents of services advantage including interaction quality, physical 

environment quality, and outcome quality (Kaleka, 2011). The intangible asset was also 

revealed by the rhetorical history. The study by Suddaby, Foster, and Quinn Trank (2010) 

considered history as the social and rhetorical construction to shape the motivation and 

framework of action, which can then be used strategically in firms.  

Not only the intangible resources, but also the tangible ones were mentioned to create the 

competitive advantage (Hunt, 2011; Molloy, Chadwick, Ployhart, & Golden, 2011). In 

particular, several studies indicated that human resources –considered as the pool of human 

capital controlled by firms – contribute to enhance the competitive advantage in firms 

(Amarakoon, Weerawardena, & Verreynne, 2016; Boxall, 1998; Davis, 2017; Delery & 

Roumpi, 2017; Wright, Dunford, & Snell, 2001). According to Wright, McMahan, and 

McWilliams (1994), human resources meet the qualification of a source of competitiveness 

because this resource is valuable, rare, and inimitable.  

The review paper of Rose, Abdullah, and Ismad (2010) confirmed that organisational 

resources were leveraged to create the competitive advantage in terms of cost leading, 

product based and service based. In particular, a study by Sirmon, Hitt, and Ireland (2007) 

examined the role of resource management under an uncertain environment to indicate that 

resources create the value to customers as well as the wealth for owners, which then leads to 

the competitive advantage of firms. Similarly, Kamukama, Ahiauzu, and Ntayi (2011) 
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examined the mediated role of positional advantage in the relationship between intellectual 

capital and microfinances of firms.  

In the agricultural sector competitive advantage has been revealed (Ho, Nguyen, Adhikari, 

Miles, & Bonney, 2017b; Micheels & Gow, 2012; Ross & Westgren, 2006; Verhees & 

Meulenberg, 2004). In particular, Micheels and Gow (2012) found that organisational 

learning, market orientation, entrepreneurship, innovativeness and cost focus are the positive 

factors affecting the positional advantage. Similarly, Ho et al. (2017b) showed the positive 

relationship between resource and differentiation – an aspect of competitive advantage in the 

beef sector in an emerging country. From the above studies, this thesis hypothesizes that 

H1: There is a positive relationship between resources and competitive advantage of the beef 

cattle value chain in the Central Highlands of Vietnam. 

2.7.3.2 Market orientation and competitive advantage 

Does market orientation – an intangible resource- create the competitive advantage? The 

question is still debated in literature. There are two debates on the market orientation- 

competitive advantage relationship, of which the first is in favour of this relationship, 

whereas the second one is against it. Substantial studies confirm that market orientation aims 

to deliver the superior value to customers, based on the understanding and knowledge about 

customers and competitors, then disseminate across the firms (Narver & Slater, 1990). A 

superior knowledge about customer needs, competitor action, and other market trends 

supports market oriented firms to determine capabilities which are required for long term 

performance (Day, 1994). Market orientation is the capability and the foundation of learning 

organization (Deshpandé & Farley, 1998; Slater & Narver, 1995). Based on the acquired 

information about customers and competitors, and the dissemination of information 

throughout the organization, market-oriented firms are well developed in the so-called 
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“organizational memory” which is considered as the core feature in learning organization 

(Kumar, Jones, Venkatesan, & Leone, 2013). Moreover, market organization enhances the 

improvement of process and system in firms (Kumar et al., 2013; Slater & Narver, 1995). 

From those discussions about “learning organisation” and “system improvement”, it can be 

concluded that market orientation enhances the capabilities of firms to be more distinctive 

compared to their competitors, resulting in competitive advantage. 

By contrast, market orientation is not recognized as the source of competitive advantage for 

various reasons. According to Hamel and Prahalad (1994) and Slater and Narver (1995), 

market orientation concentrates on current customers and their needs, hence, it narrowly 

anticipates the threats from non-traditional sources, therefore market orientation restricts 

creation of the competitive advantage (Kumar et al., 2013). Moreover, market orientation 

creates the long-term performance benefit for firms when those capabilities have not been 

imitated by competitors. In this case, capabilities are unable to be imitable when they provide 

the tacit knowledge enabling the understanding about latent needs of the customer (Day, 

1994). However, the tacit knowledge requires firms to have a broader and proactive approach 

to market orientation (Narver et al., 1998; Slater & Narver, 1998). Additionally, market 

orientation creates the competitive advantage when firms approach to learn and understand 

the market trends faster than their competitors (De Geus, 1988). Finally, it has been seen that 

most study has indicated the relationship between market orientation and long-term 

performance of business, while there are not studies examining the relationship between 

market orientation and return on investment. This means that market orientation may be too 

costly, while the returns are not large enough to cover this cost (Narver, Jacobson, & Slater, 

1999).  

This study agrees that market orientation’s objective is to create the competitive advantage, 

which is in line with other previous studies of Micheels and Gow (2013, 2015) and Ho et al. 
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(2017b). Because the capabilities of market orientation are transformed into competitive 

advantage when firms efficiently and effectively leverage knowledge and understanding 

about customers and competitors to their business process. For this reason, the thesis 

hypothesizes that: 

H2. Market orientation is positively related to competitive advantage of the beef cattle value 

chain in the Central Highlands of Vietnam.  

2.7.3.3 Competitive advantage and financial performance 

Although the terms competitive advantage and performance are interchangeably employed in 

studies, these two concepts are conceptually different (Powell, 2001). Competitive advantage 

is considered as the conduct of strategies - not being implemented by other firms- to reduce 

the cost, differentiate products/services, explore market opportunities, and neutralize the 

competitors’ threats, while business performance is conceptualized as the result of strategies 

implementation (Hunt, 2011; Hunt & Arnett, 2004; Hunt & Davis, 2008). According to Hunt 

(1997a), a firm that has obtained competitive advantage has the superior performance. In 

other words, firms produce products and services with a greater benefit compared to their 

competitors. Firms can exploit their resources to effectively obtain the differentiation to 

improve their performance by selling more units at the same margin – called parity price, or 

selling the same unit with a higher margin – called premium price (Zou, Fang, & Zhao, 

2003). Additionally, firms can be based on their resources to effectively attain the cost 

leading to the ability to achieve the superior performance through selling more units at the 

same margin – called low price, or selling the same number of units with a higher margin – 

called parity price (Barua, Konana, Whinston, & Yin, 2004; Zou et al., 2003). In either case, 

it can be seen that competitive advantage, whether in terms of differentiation or cost leading, 

is able to improve the business performance compared to the competitors.  
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However, competitive advantage and performance are not always equivalent for two reasons. 

First, According to Durand (2002), competitive advantage may not often be necessary to 

improve the performance. Indeed, the effect on performance may not be caused by 

endogenous factors, but from other exogenous factors (Brush, Bromiley, & Hendrickx, 1999; 

Datta, Guthrie, & Wright, 2005; McGahan & Porter, 1997; Spanos & Lioukas, 2001). Hence, 

business performance can be improved with the absence of related resource strategies. 

Second, even if firms employ the resource based strategy to create competitive advantage, the 

economic rent may be unable to recover the cost that was used to create it (Peteraf & Barney, 

2003). According to Teece (1987), a firm’s performance is not always correlated with its 

competitive advantage because the economic value is less than the required technologies to 

effectively produce products and services.  

In short, this thesis expects that competitive advantage is no doubt an essential antecedent for 

firm performance, hence, the study hypothesizes that  

H3: Competitive advantage of the beef cattle value chain has a positive relationship with the 

performance in the Central Highlands of Vietnam 

2.7.3.4 Market orientation and innovation 

There is still an on-going debate about market orientation and innovation focusing on 

whether or not the former affects the latter or leads to the incremental innovation of product 

based on the customer preferences (Vázquez, Santos, & Álvarez, 2001). Although the debate 

has lasted for two decades (Atuahene-Gima, 1996), most studies indicate the positive 

relationship between market orientation and innovation (Baker & Sinkula, 1999a; Greenley, 

1995; Lewrick, 2009; Zhou, Yim, & Tse, 2005). For instance, Lado and Maydeu-Olivares 

(2001) indicated that the employment of market orientation positively relates to the 

effectiveness of degree and innovation activities 
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According to Narver and Slater (1990) and Kohli and Jaworski (1990), market orientation is 

widely considered as the resource to leverage the competitive advantage of organizations. 

The concept combined with other resources and capabilities of organization to enhance the 

performance (De Luca & Atuahene-Gima, 2013; Morgan, Vorhies, & Mason, 2009) and 

improve the innovation (Lukas & Ferrell, 2000). Prifti and Alimehmeti (2017) indicated that 

market orientation enhances the product and service innovation by responding to market 

needs and competition. Acquiring information and understanding about customers and 

competitors and the dissemination are involved in the innovation process – also considered as 

the knowledge absorption process and transforming into action; hence orientation is 

emphasized as the most important antecedent of innovation (Aldas-Manzano, Küster, & Vila, 

2005; Garcia & Calantone, 2002; Keskin, 2006; Osorio Tinoco, Hernández Espallardo, & 

Rodríguez Orejuela, 2014)  

Market oriented innovation-based, which focuses on the procedure of novel marketing and 

the development of new product/services, has been employed to discuss the business 

performance in the localized market (Bloom & Hinrichs, 2011). For firms who are 

developing new products to create the differentiation of offering products compared to their 

competitors, market orientation enhances the new product creation as it provides the 

understanding and knowledge about customers and competitors presenting in the market 

(Hurley & Hult, 1998). As market oriented firms quickly and accurately obtain and anticipate 

the present and future needs, they are more efficient in the process of new product 

development, hence market orientation provides knowledge to achieve the greater 

effectiveness of exploring and discovering opportunities for the new product (Yannopoulos, 

Auh, & Menguc, 2012) 

Market orientation is found to be an important resource of agricultural firms. The study of 

Gellynck, Banterle, Kühne, Carraresi, and Stranieri (2012) indicated that small and medium 
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enterprises develop market orientation to invest in creating new products and seeking new 

markets in the traditional food market. In contrast, Grunert, Trondsen, Gonzalo Campos, and 

Young (2010) show that in the competitive environment, the decision makers are more 

market oriented, when they meet the divergent needs of customers compared to their 

competitors. Other studies have found the positive signification relationship between market 

orientation and innovation through diversifying and differentiating their product/services and/ 

or improving their techniques (Ho et al., 2017b; López-Mosquera et al., 2014; Micheels & 

Gow, 2008, 2013). Following the earlier study, the thesis hypothesized that  

H4: Market orientation has a positive relationship with innovation in the beef cattle value 

chain in the Central Highlands of Vietnam 

✓ H4a: Customer orientation has a positive relationship with innovation in the beef 

cattle value chain in the Central Highlands of Vietnam 

✓ H4b: Competitor orientation has a positive relationship with innovation in the beef 

cattle value chain in the Central Highlands of Vietnam 

✓ H4c: Inter-functional coordination has a positive relationship with innovation in the 

beef cattle value chain in the Central Highlands of Vietnam 

2.7.3.5 Innovation and financial performance 

The innovation-performance relationship has been mentioned in vast literature from broad-

brush explorations to specific case studies in various types of firm and across industries. 

Innovation researchers have conceptualized this relationship in terms of different concepts 

and frameworks based on various related theories such as market orientation (Ho et al., 

2017b; Micheels & Gow, 2008, 2012), industrial diversification, strategic management 

(Miller, Fern, & Cardinal, 2007; Pegels, Song, & Yang, 2000). Most of the studies indicate 

the significant relationship between innovation and business performance concluding that 
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innovation is one of the essential determinants of business performance. For instance, the 

studies of Prajogo (2016) and Bhaskaran (2006) and Bucktowar, Kocak, and Padachi (2015) 

state that innovation is a source of competitive advantage leading to the improvement of 

business performance. The innovation-performance relationship has been grouped into three 

streams: innovativeness-performance, innovation strategy – performance, and innovation 

capabilities-performance.  

With regard to the innovativeness-performance stream, although there are a few studies 

exploring this relationship, the substantial ones generally provide the evidence for this 

relationship (Damanpour & Evan, 1984; Salavou & Avlonitis, 2008; Wattanasupachoke, 

2012). In particular, Hult and Ketchen (2001) indicate that innovativeness is a critical 

determinant to create the positional advantage of multinational companies. Other studies 

determine that market orientation enhances the innovativeness in organizations leading to 

affect positively business performance (Han et al., 1998) or innovativeness moderates the 

relationship between cross-functional integration and business performance. Similarly, 

Danneels and Kleinschmidt (1991) found that innovativeness embedded through marketing 

and technological resources has positively related to product performance, or innovativeness 

mediates the relationship between market orientation and entrepreneurial orientation and 

business performance (Rhee, Park, & Lee, 2010)  

Innovation strategy-performance relationship is the most important strategy to ensure the 

successful positioning of a firm’s technology and resource to obtain the firm’s goals (Zahra & 

Covin, 1993), hence the strategies contribute to create the comparative advantage and 

improve the superior performance. This relationship has been empirically examined in 

literature. Cooper (1985) indicated the positive relationship between innovation strategies 

such as product customer, marketing orientation, and market synergy and firm performance 

in Canada. Similarly, Camisón and Villar-López (2014) found that innovation strategy 
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embedded by the organizational innovation and technological capabilities enhance the 

superior performance of Spanish industrial firms. Shan and Jolly (2013) found that the 

relationship between innovation strategy and firm performance is mediated by product 

innovation of Chinese firms. Other studies confirm innovation strategies positively affect 

firm performance (Kalkan, Bozkurt, & Arman, 2014; Ryu, Lee, & Choi, 2015). 

Being different from the other above streams, innovation capabilities/resources emphasize 

required tacit knowledge, capabilities, and resources to implement innovation and obtain the 

performance. In other words, innovation capabilities constitute action that can be taken to 

develop innovation in firms. It can be seen that innovation capabilities encompass mainly the 

intangible assets, also called non-physical firm characteristics (Kannan & Aulbur, 2004; 

Saunila & Ukko, 2014). Factors which support strengthening the innovation capabilities have 

been examined such as ideation and organizing structures, external knowledge, leadership 

culture (Saunila & Ukko, 2014), and knowledge sharing process (Yeşil, Koska, & 

Büyükbeşe, 2013). Innovation capabilities have been considered as the condition to carry out 

the innovation, hence extant studies indicate the indirect relationship between this concept 

and firm performance. Calantone, Cavusgil, and Zhao (2002) indicated that learning 

organization supports the firm performance and enhances the firm innovativeness. It has been 

indicated that acquired tacit knowledge of customers, competitors, and technological 

development enhances innovation product/services, then leads to the improving of financial, 

market and product performance (Calantone et al., 2002). The study of Akgün and Keskin 

(2014) indicated that innovativeness is mediation of the competence orientation and 

original/unscripted agility, an aspect of innovation capability, and firm performance which 

confirms the findings of Bhamra, Dani, and Burnard (2011).  

In the field of agricultural industry, innovativeness could lead firms to achieve the 

performance through new process, production, product, or new market channels. This 
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innovation is not always radical, but mostly an incremental one such as increasing 

communication with other actors further down the value chain, improving technique, and the 

services (Micheels & Gow, 2015). According to (Micheels & Gow, 2008, 2011) it was found 

that innovation in the Illinois beef industry, positively affected by entrepreneurship, learning, 

cost, and market orientation, is an essential determinant of firm performance. Similarly, 

Johnson, Dibrell, and Hansen (2009) and Ho et al. (2017b) found that market orientation 

positively affects innovativeness, which then leads to improving the financial performance. 

For these reasons, this thesis hypothesizes that 

H5: Innovation is positively related to performance of beef cattle value chain in the Central 

Highlands of Vietnam 

2.8 Conclusion 

The theoretical foundation of resources advantage theory, market orientation, innovation, 

competitive advantage and business performance were carefully examined in this chapter. 

The works of Hunt (1995), Narver and Slater (1990) and Kohli and Jaworski (1990) have 

reviewed and examined their important application across culture and industries. The R-A 

theory is employed to examine market orientation and other resources potentially lead to the 

competitive advantage for the firms, so that they can achieve the superior performance. The 

literature review indicated that resources and market orientation provide firms with 

significant advantages to anticipate and the capitalization of opportunities to deliver superior 

value to consumers. The following chapter three will discuss about the methodology has been 

used to collect and analyse the data, while other chapter four to six present the result and 

discussion of data analyses. The last chapter 7 will come with conclusions.  
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Chapter 3: Methodology  

3.1 Introduction 

“A science is often thought of as being a coherent body of thought about a topic over which 

there is a broad consensus among its practitioners. However, the actual practice of science 

shows there are not only different perspectives on a given phenomenon but also Alternative 

methods of gathering information and analyzing the resultant data” 

(May, 1993, p. 4) 

The previous chapter explained the theoretical framework of the thesis, which not only 

affects the knowledge of research but also provides the sequences of research 

implementation. In this chapter, the approach, methodology and research design are 

introduced through setting out the important assumptions to process the research and detail 

what was done and why. Moreover, this chapter explains the selection of mixed research 

design, the benefits, weaknesses, and limitations of employing this method. There are 

numerous scientific tools to investigate a social problem (May, 1993) of which each tool has 

its strengths and limitations. Given the complexity of social problems, the investigator’s 

answers are always multifaceted. This leads to the demand from researchers to be equipped 

with suitable methods to respond to the complication of social problems (Alise & Teddlie, 

2010). The mixed research method has the potential to overcome the limitations of 

conventional research methods (Creswell & Clark, 2007). Under this approach, research 

could exploit the available toolkit instead of being constrained by ontological or 

epistemological boundaries (Creswell, Clark, Gutmann, & Hanson, 2003; Johnson & 

Onwuegbuzie, 2004; Tashakkori & Creswell, 2007b) 

Mixed method research has been described by various academics and researchers as a 

legitimate methodological choice for a wide range of disciplines (Cameron & Molina-Azorin, 
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2011). However, a mixed method is still situated in the field of strategic management, 

marketing, operational management, and human resource management. The study of 

Cameron and Molina-Azorin (2011) indicated that in the field of organisational behaviour, 

strategic management, marketing, and operations management, quantitative method is pre-

dominantly used in empirical papers, around 76%, whereas the mixed method and qualitative 

methods stand at 16% and 14%, respectively. Hence, this thesis attempts to apply mixed 

method design to contribute to redressing the above imbalance and explaining the 

complexities of the field of market orientation, innovation, and business performance of value 

chain in an emerging country. Based on research objective, research questions and some 

practical issues (e.g. data availability, time limitation, field arrangement), the thesis employed 

sequential mixed method design in which quantitative and qualitative data were sequentially 

collected and analysed, and the former is given more weight than the latter. By doing so, the 

sequential mixed method design takes advantage of data triangulations and complementary 

research methods, which enhance the validity of the research. This chapter is to explain and 

justify the methodological and research design choices made in this research. The chapter 

includes the following sections: (1) overview of research methodology; (2) the design of 

sequential mixed method; (3) ethical consideration and; (4) the conclusion.  

3.2 My Perspective 

In 2001, I enrolled in a Bachelor Degree of Agricultural Economics at Hue University in 

Vietnam, which provided me with the basic knowledge and understanding about value 

chains, the economics of agricultural products, and the operation of rural markets in 

developing countries generally and Vietnam particularly. When I graduated from University, 

I became involved in projects related to value chains and market orientation in Vietnamese 

rural areas, funded by The International Fund for Agricultural Development (IFAD), 
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International Development Research Centre (IDRC) and Making market better for the Poor 

(M4P, DFID). Simultaneously, I have also been a lecturer in Agribusiness at Hue University 

since 2005. With more than 10 years’ experience in working with agricultural value chain 

actors in Vietnamese rural areas, I recognised that the Agri-food market in Vietnam needed 

combining “filling gap” research and “problem solving” research. The former implies the test 

of theories in the context of Vietnam – an emerging country, while the latter requires the 

bottom-up approach from marketers’ perspectives to identify how individual and group 

action to produce the market. This point of view formulates my ontology, epistemology, and 

methodology (Figure 3.1). My ontology is that the agri-food market generally and the beef 

cattle market particularly need the singular and multiple approaches to understand how value 

chain actors leverage their source to achieve the competitive advantage. With regard to the 

singular approach, it is believed that the competitive advantage of the beef cattle market is 

impacted by the market orientation, resources, and innovation, following the R-A theory 

(Hunt, 1995). However, value chain actors produce the beef cattle market competition as they 

use their resources to create the innovations, so that they can produce for offering products in 

the marketplace. Consequently, they can achieve the competitive advantage and business 

performance. This ontology leads to the epistemological assumption that there are 

relationships between value chain actors’ resources, market orientation, innovation, 

competitive advantage, and business performance. Precisely, agri-food value chain actors 

leverage their resources to create the competitive advantage, so that they can achieve the 

superior performance. Moreover, to understand the behaviour of individuals and groups in the 

agricultural value chain in Vietnam, researchers need to interpret the meanings as embodied 

in actions and words of value chain actors constructing the point of view of researchers. 

Therefore, my epistemology is that data about phenomena must reflect the perceptions of 

chain actors who experienced the phenomena, and researchers need to involve participants to 
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triangulate and make sure of the quality of data to understand the complexity of social 

phenomena.  

The experience in working with agricultural value chain actors also affected my view of 

research method design. Because of the complex settings in which value chain actors operate, 

a single quantitative or qualitative approach may not meaningfully describe the phenomena. 

Thus, in my view, an integration of both quantitative and qualitative strands is required to 

obtain a comprehensive understanding of the constructs of market orientation, innovation, 

competitive advantage, and performance throughout the value chain.  
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Figure 3.1 The block of research based on researcher’s perspectives 

3.3 Philosophical Assumptions and Methodology 

The philosophical assumptions about the world reinforce the basis of all scientific research. 

These paradigms (Kuhn, 1970) or worldviews (Creswell et al., 2003) identify the process and 

results of research. However, the term “paradigm” has been replaced by “worldviews.” 

Paradigm implies thinking about the whole world; hence, the concept leads to difficulties in 

accounting for the interaction among paradigms. By contrast, the concept “worldview” 

underpins the conceptualisation of the practice of research, the interaction among different 

Ontology 

Epistemology 

Methodology 

Methods 

Sources 

What’s out there to know? 

• The relationships between resources, market orientation, 

innovation, competitive, performance 

• Agrifood value chain actors produce market competition 

What and how can we know about it? 

• Test the hypotheses of those relationships 

• Explore the value chain actors’ perspectives resources to 

create competitive advantage to achieve the superior 

performance 

How can we go about acquiring that knowledge? 

• Integrating quantitative and qualitative methods 

• Quantitative method to test the R-A theory 

• Qualitative method provides the explanation 

 

• Which precise procedures can we use to acquire it? 

• Survey, quantitative analysis 

• Interview, qualitative analysis 

• Mixing two quantitative and qualitative data 

 

• Which data can we collect? 

• Scale items and perceptions on resources, customer 

orientation, competitor orientation, low-cost, differentiation, 

innovation, financial performance 
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traditions and forms of knowledge, therefore, the concept “worldview” provides a closer 

engagement with the real world.  

Methodology implies “the overall approach to the research process, from the theoretical 

underpinning to the collection and analysis of the data” (Collis & Hussey, 2003, p. 55). In 

other words, it is the general approach, which researchers employ to investigate the research 

topic (Silverman, 2015). The methodological selection is based on philosophical assumptions 

(Collis & Hussey, 2003; Gill & Johnson, 2010; Morgan & Smircich, 1980), and research 

question (Collis & Hussey, 2003). This section presents the different philosophical 

assumptions on these dimensions. 

3.3.1 Ontology  

Ontology has been considered as the starting point of every research, which is followed by 

the epistemology and methodology. The term describes the social reality. According to 

Blaikie, ontological claims are “claims and assumptions that are made about the nature of 

social reality, claims about what exists, what it looks like, what units make it up and how 

these units interact with each other. In short, ontological assumptions are concerned with 

what we believe constitutes social reality” (Blaikie, 2000, p. 8).  

The term ontology aims to ask questions about the nature of reality such as “how things really 

are” and “how things really work” (Denzin & Lincoln, 1998, p. 201), and is related to this 

thesis in two ways. First, objectivism stated that reality could be determined through the test 

of hypotheses. However, this statement was reject by constructivists’ perspective, when they 

believed that the “truth” about reality might not always be examined. Secondly, subjective 

experiences of phenomena needs taking account of the multiple perspectives (Cherryholmes, 

1992; Teddlie & Tashakkori, 2009).  
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Social science distinguishes two schools about ontology called objectivism – concern about 

the objective of reality and subjectivism – refers to subjective of reality. The former 

emphasises the existence of social reality, which is not dependent on social actors (Bryman, 

2015). Therefore, the investigation of social reality under this school of thought is singly 

conducted in the same way as physical scientists applying to physical phenomena (Bryman, 

2004; Johnson & Onwuegbuzie, 2004). This school stated that human beings are an external 

factors’ product, which affects the social reality to some extent (Morgan & Smircich, 1980). 

By contrast, subjectivists reject the objectivists’ view when they assert that “reality is masked 

by those human processes which judge and interpret the phenomenon in consciousness prior 

to a full understanding of the structure of meaning it expresses” (Morgan & Smircich, 1980, 

p. 494). The subjectivist stated that social reality is different from natural reality, in which 

human beings shape the world by their perceptions and experiences (Gill & Johnson, 2010; 

Morgan & Smircich, 1980). 

This thesis has placed a middle position between objectivist and subjectivist ontology to 

recognise the important existence of natural and physical worlds and asserts human being as 

social actors (Johnson & Onwuegbuzie, 2004; Morgan & Smircich, 1980). The thesis is in 

line with Morgan and Smircich (1980) to believe that human beings leverage their cultural 

action to contribute to the enactment of a reality. The thesis emphasises primarily 

investigating how people utilise market orientation, resources, innovation, competitive 

advantage and business performance to create the competitive advantage and financial 

performance and the relationship between these constructs.  

3.3.2 Epistemology  

Being different from ontology, epistemology asks questions about the nature of knowledge. 

In social science, epistemology has been considered in relative form of epistemological 
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dualism that categorizes research along with an objective (associated with positivist) and 

subjective (constructivist) approach (Bryman, 1998; Ponterotto, 2005). The dualism implies 

to the differentiation between positivism and constructivism, which have become a central 

feature to apply to social research (Guba & Lincoln, 2005; Morgan, 2014). In this 

philosophical system, positivism claims that society shapes the individuals and the “social 

facts” change individual action, while constructivism states that human perceptions create the 

world (Mackenzie, 2011).  

Epistemology implies the relationship between researchers and what has been researched 

(Creswell, 1994) or refers to the study of knowledge (Collis & Hussey, 2003). That is why 

Eriksson and Kovalainen (2015) stated that epistemology concentrates on the production, 

measurement, possibility, availability, and limitation of knowledge. The objective and 

subjective ontology relate to positive epistemology and phenomenological epistemology, 

respectively (Morgan & Smircich, 1980; Collis & Hussey, 2003; Bryman, 2004). In 

particular, objective ontology is supposed to encourage the epistemological positivism 

because this epistemology studies the nature of the relationship between constructs, which 

structure the knowledge (Morgan & Smircich, 1980). According to Bryman (2012), 

positivism advocates the employment of natural science to do social reality studies. This 

epistemological position is based on four principles that entail (Bryman, 2012, p. 28):  

1. Only phenomena and hence knowledge confirmed by the senses can genuinely be 

warranted as knowledge (the principle of phenomenalism). 

2. The purpose of theory is to generate hypotheses that can be tested and that will 

thereby allow explanations of laws to be assessed (the principle of deductivism). 

3. Knowledge is arrived at through the gathering of facts that provide the basis for laws 

(the principle of inductivism). 
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4. Science must (and presumably can) be conducted in a way that is value free (that is, 

objective). 

Different from positivism, the ontological subjectivists are in favour of phenomenological 

epistemology or interpretivism, which concerns about the concretisation between human 

beings and their world (Morgan & Smircich, 1980). According to Bryman (2012, p. 30), 

interpretivism is “a term that usually denotes an alternative to the positivist orthodoxy that 

has held sway for decades. It is predicated upon the view that a strategy is required that 

respects the differences between people and the objects of the natural sciences and therefore 

requires the social scientist to grasp the subjective meaning of social action”. In other words, 

phenomenological epistemology or interpretivism emphasises the differences between social 

science – people and institutions – and the natural sciences leading to the different 

requirements of research procedure.  

This thesis is placed in the mid-position between the two ontological assumptions leading to 

the placement in the mid-range of epistemological viewpoint. Knowledge in this thesis was 

constructed from the reality in which human beings experience and live (Johnson & 

Onwuegbuzie, 2004), or the role of human begins in social reality (Morgan & Smircich, 

1980). This thesis recognises the importance of relationships among social phenomena, 

which imply the market orientation, resources, competitive advantage, and business 

performance in the case of the agricultural value chain in developing countries.  

3.3.3 Methodology  

The term ‘methodology’ indicates the philosophical positioning of the  research design in the 

method debates, which is different from ‘methods’ or ‘research methods’, the technique of 

collecting and analysing data (Alise & Teddlie, 2010; Creswell & Clark, 2007; Creswell et 

al., 2003). Methodology refers to the overall approach to the research sequence or strategy to 
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collect and analyse data. More precisely, methodology is the way to test hypotheses or 

answer research questions.  

However, the positioning of the mixed methods approach required to answer this research 

question demands additional explanation in the context of the qualitative-quantitative debates 

(Tashakkori & Teddlie, 2003). 

Thus, in this Chapter, the ontological objectivism- subjectivism and epistemological 

positivism- interpretivism as well as the ontology of mixed methods is first discussed, 

followed by a detailed discussion of the quantitative and qualitative methods employed in the 

field implementation of the research in Section 3.6 Research design and Section 3.7 

Implementing the research design.  

The assumptions of objectivist ontology and epistemological positivism refer to quantitative 

approach when Creswell (2003, p. 18) stated that:  

One in which the investigator primarily uses post-positivist claims for developing 

knowledge (i.e., cause and effect thinking, reduction to specific variables and 

hypotheses and questions, use of measurement and observation, and the test of 

theories), employs strategies of inquiry such as experiments and surveys, and collects 

data on predetermined instruments that yield statistical data. 

Social research has considered the differences between qualitative and quantitative methods, 

of which quantitative methodologies and methods, in deductive reasoning, are applied to 

clarify a theory in practice, whereas qualitative ones, in inductive reasoning, aims to generate 

the theory from practice. From the above definition, quantitative approach has some 

characteristics such as focusing on the quantifications of data collection and analysis, 

applying the deductive approach to analyse the relationship between theory and research, 
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constructing the hypotheses to test the theory, sampling a large sample size and being able to 

generalise the result.  

By contrast, the assumption of ontological subjectivist and epistemological 

phenomenologism/ interpretivism implies qualitative approach. The qualitative approach has 

some characteristics different from quantitative approach. This approach emphasises the 

generating theory by adopting inductive approach rather than testing the theory. Qualitative 

approach may reject the natural scientific model from quantitative approach and address the 

essential differences between natural and social areas (Smith & Heshusius, 1986), and 

emphasise on the interpretation of individual effect to social world (Bryman, 2004). 

Additionally, qualitative method uses small sample size and subjective data (Collis & 

Hussey, 2003).  

The application of quantitative and qualitative strands has been discussed for more than a 

century since the 19th Century (Onwuegbuzie, 2002; Smith, 1983; Smith & Heshusius, 1986). 

Because of the differences in philosophical assumption, there are conflicts and 

incompatibility of discussing qualitative and quantitative methods (Smith, 1983; Smith & 

Heshusius, 1986). Given that, Johnson, Buehring, Cassell, and Symon (2006) summarised 

four approaches on the use of quantitative and qualitative research: (1) positivism, employing 

quantitative methods to test the hypotheses, has been dominated in management research 

during the long period; (2) Qualitative positivism / neo-empiricism applies qualitative method 

to provide the explanations of human activities in and around organisations; (3) 

Constructivism employs the qualitative method to support the phenomenological structure; 

(4) Postmodernism refers to the use of qualitative to enable deconstruction.  

There are different positions between purely quantitative and qualitative approaches, which 

create the different methodologies apart from objectivist and subjectivist of ontology and 
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positivist and interpretivism of epistemology. These different methodologies were called 

“multiple operationalism” to be contradictable with “single operationalism” in social science 

at that time (Campbell & Fiske, 1959). The multiple operationalism argued that “in order to 

estimate the relative contributions of trait and method variance, more than one trait as well as 

more than one method must be employed in the validation process” (Campbell & Fiske, 

1959, p. 81). This argument provided the condition for researchers to combine both 

qualitative and quantitative methods in a study, which was then considered as the 

“methodological triangulation.”  

This thesis is placed in the mid-range position and combine both positivism and 

constructivism – interpretivism. On the positivist side, the thesis believes and aims to explore 

the existence and relationship among market orientation, innovation, resources, competitive 

advantage, and business performance in the social world. On the other hand, this thesis 

concerns the phenomenon that beef cattle value chain actors can use subjective meanings to 

understand and interact with their current beef cattle business. Consequently, the combination 

of quantitative and qualitative strands has been employed in this thesis, which then is detailed 

as the mixed method in the next section.  

3.3.4 Mixed methods research 

Mixed methods research is “the type of research in which a researcher or team of researchers 

combines elements of qualitative and quantitative research approaches (e.g. use of qualitative 

and quantitative viewpoints, data collection, analysis, inference techniques) for the broad 

purposes of breadth and depth of understanding and corroboration” (Johnson, Onwuegbuzie, 

& Turner, 2007, p. 123). This research methodology is considered to be intellectual and 

practical because it takes the strengths of the quantitative/qualitative method to overcome the 

weaknesses of the qualitative/quantitative one (Johnson & Onwuegbuzie, 2004).  
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The appearance of the mixed research method has philosophically become a “third wave” or 

third methodological movement (Cameron & Miller, 2007) to attempt at cross-checking 

research findings (Mason, 2006). Mixed method inquiry comprises the discovery of patterns 

(induction), testing theories and hypotheses (deduction), and setting of explanations to 

understand the findings (abduction) (Johnson & Onwuegbuzie, 2004). Although the method 

has been traced to the early 1980s, it has been a “quiet” revolution because it only 

“concentrates on the resolving tensions between quantitative and qualitative 

methodology”(Teddlie & Tashakkori, 2003, p. 697). According to Teddlie and Tashakkori 

(2003, p. 699)  

…the mixed methods research movement is a positive reaction to this split 

personality and to the excesses of both the QUAN (quantitative) and QUAL 

(qualitative) camps. We believe that mixed methods will eventually pave the way for 

more commonality in research language that will benefit both the QUAL and QUAN 

camps.  

In this thesis, mixed methods was defined from the analysis of definition employed by 

leaders who used mixed method research in marketing and strategic management. Given that, 

mixed method is defined as follows:  

“Mixed methods research is the type of research in which a researcher or team of 

researchers combines elements of qualitative and quantitative research approaches 

(e.g. use of qualitative and quantitative viewpoints, data collection, analysis, inference 

techniques) for the broad purpose of breadth and depth of understanding and 

corroboration” (Johnson et al., 2007, p. 123) 

This definition is applied in this thesis as it addressed the procedure of mixed method 

research including the combination of two quantitative and qualitative strands, the timing 

(concurrent or sequential), and the priority of each data type, and the integration of two types 
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of data, which will be detailed in the section 3.5 of this chapter. (Harrison & Reilly, 2011). 

Moreover, this definition mentioned the breadth or extensiveness of mixed method ( Johnson 

et al., 2007). The debate on mixed method has arisen from those who consider this method as 

the collection of both quantitative and qualitative data such as (Creswell et al., 2003), to those 

who identify the method as the potential mixing at all stages of research design such as 

Tashakkori and Teddlie (1998), to those who design mixed method as the mixing of 

methodological worldviews and language such as Johnson and Onwuegbuzie (2004). The 

breadth of mixed method is applied from Johnson and Onwuegbuzie (2004) when it indicates 

the mixing of language or discourse of quantitative and qualitative research including 

worldview, interpretation and communication of research findings (Johnson et al., 2007). Not 

only the breadth, but also the mixed method definition by Johnson et al. (2007) addressed the 

corroboration, which implies validation or triangulation of findings. Therefore, the 

application of this definition makes more comprehensive, valid, and consistent findings 

(Harrison & Reilly, 2011)                                                                           

Although the method was mentioned as the multiple methods by Campbell and Fiske (1959), 

it was not popularised in social science inquiry until the 1980s due to the argument of 

paradigm purists that positivism and phenomenological epistemologies are incompatible 

(Maxwell, 2016). To overcome the incompatibility of combining quantitative and qualitative 

method, Howe (1988) appeals a perspective called pragmatic philosophy. This point of view 

stands in the middle of positivism and phenomenologism (Tashakkori & Teddlie, 1998). This 

approach provides the better understanding of social phenomena when it combines both 

quantitative and qualitative in the research process (Onwuegbuzie, 2002; Tashakkori & 

Teddlie, 1998). 
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In spite of the appropriation of mixed methods research, it has received little coverage, in 

which around 14% of empirical papers were using mixed methods (Cameron & Molina-

Azorin, 2011). Motivated by the methodology developed in marketing and strategic 

management studies, this thesis adopts mixed methods to examine the research problem. As 

noted previously, this thesis was placed between these philosophical assumptions, offering a 

foundation to employ the mixed research methodology. Moreover, the selecting of mixed 

method in this study is also determined by objective, the tendency of marketing and strategic 

management studies, and the context of research implementation, which will be presented in 

the next section.  

3.3.5 The appropriate research paradigm  

In selecting the appropriate approach, this thesis is based on Patton’s (1990, p. 39) advice to: 

“…favour methodological appropriateness as the primary criterion for judging methodological 

quality…”. To do that, the thesis identified the strengths and weaknesses of positivism and, 

constructivism- interpretivism, and then chose the appropriate paradigm.  

3.3.5.1 Strengths and weaknesses of the positivist paradigm 

In social science, positivism provides the explanation of social “regularities”, “rates”, 

associations” and “patterns” through employing cross-sectional studies, experiments, and 

surveys (Pawson & Tilley, 1997). The approach is used to test and validate the already 

constructed theory to see how the theory is performed in different contexts (Pawson & Tilley, 

1997). Because the positivist research employed the large sample size, the findings can be 

generalised. By contrast, the employment of positivism has some limitations. First, positivism 

is founded on reality as objective and singular, which can be apprehendable by the scientific 

method, but this view has reduced the external reality. The approach on positivism is mostly 
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conducted through the measuring of objectives, identifying the causal relationship between 

causes and outcomes, and employing the logical-deductive method.  

3.3.5.2 Strengths and weaknesses of the constructivist-interpretivist paradigm 

By contrast, constructivism- interpretivism posits that human and individuals construct 

reality. They may construct the many and varied meanings of social reality. These meanings 

have been often formulated and developed through the interaction among individuals, groups, 

historical and cultural understandings. To understand those multiple views, researchers need 

to have a broad view, general questions, and involvement of participants to convey the 

complexity of this social phenomenon. Therefore, constructivist-interpretivist research is 

more concentrated on cultural and historical context and applies inductive logic. Being 

different from positivism, constructivist-interpretivist research concentrates on participants’ 

action and behaviour (Hussey & Hussey, 1997). Thus, the verification of what has been 

researched in social reality is also dependent on the interpretation of researchers (Giddens, 

1974). Constructivism-interpretivism is useful for describing the complex social phenomenon 

by providing the detail of naturalistic and social settings based on the context or stakeholder 

needs. It can explain the occurrence of phenomena, participants’ perspective about 

“constructs”, generating tentative explanatory theory, and comparing cross-case studies 

(Eisenhardt, 1989; Johnson & Onwuegbuzie, 2004). However, the methods used in 

constructivism-interpretivism have some limitations. The findings may not be generalised 

due to the small sample size. Moreover, these methods cannot be used to provide the 

quantitative projection or test the hypothesis. The using of constructivism-interpretivism is 

likely to be more time consuming and susceptible to bias from the researchers’ or 

participants’ perspectives (Johnson & Onwuegbuzie, 2004) 
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Table 3.1 Elements of pragmatic worldview  

Worldview 

elements 

positivism Constructivism- interpretivism Pragmatism 

Ontology Singular reality 

(Researcher rejects 

or fails to reject the 

hypotheses” 

Multiple reality (Using text data 

to examine the perspectives) 

Integrating singular and 

multiple reality (Test 

hypotheses and provide 

qualitative data to explain the 

hypotheses) 

Epistemology Distance and 

impartiality (Using 

instruments to 

collect data) 

Closeness (researchers collect 

data at participants’ site) 

Practicality (Researchers 

collect data to examine the 

research questions) 

Methodology Deductive (Testing 

the prior theory) 

Inductive (Starting from 

participants’ views, then building 

up to patterns, theories, and 

generalisations) 

Combining (Collecting both 

numeric and text data, then 

mixing them) 

 

Source: reproduced from Creswell and Clark (2007, p. 24) 

3.3.5.3 Pragmatism paradigm 

Based on above discussions (Table 3.1), this thesis employs the pragmatism paradigm which 

use the strengths of constructivism-interpretivism to overcome the weaknesses of positivism 

and conversely. The pragmatists are “anti-dualists” (Schulenberg, 2002, p.312) because they 

are against the dichotomy of positivism and constructivism as well as calling for an 

integration between quantitative and qualitative research (Feilzer, 2010). Additionally, 

pragmatists do not distinguish between ontology and epistemology; rather they share the 

commonalities of these two approaches (Hanson, 2008; Johnson & Onwuegbuzie, 2004).  

Pragmatists also hold an ‘‘antirepresentational view of knowledge’’ implying that research’s 

aims are not accurately represented reality or providing an ‘‘accurate account of how things 

are in themselves’’, rather they are useful to ‘‘aim at utility for us’’ (Rorty, 1999, p. xxvi). 

The utility is defined as the reflexive research practice (Feilzer, 2010). Pragmatism is 
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considered “as the paradigm supporting the use of mixed different methods and the modes of 

analysis, while meeting the requirement of meaningfully produced knowledge” (Feilzer, 

2010, p. 8) 

The figure 3.2 illustrates the employment of the pragmatism paradigm in case of the 

positional advantage of the beef cattle value chain in the Central Highlands of Vietnam. As 

mentioned earlier in this chapter, in spite of a plethora of research focused on market 

orientation, innovation, competitive advantage, and business performance, there is very little 

research employing pragmatism paradigm to identify how value chain actors leverages their 

resources and market orientation to create the competitive advantage to achieve the superior 

performance.  

Ontology of this thesis was placed in the mid position between objectivism – singular 

approach on market competition of beef cattle product and considering value chain actors as 

the external factors of market, and subjectivism - considering value chain actors produce beef 

cattle market competition. This thesis applies singular and multiple approaches on the beef 

cattle market to identify the interaction among value chain actors, the relationships among 

market constructs: market orientation, innovation, resources, competitive advantage, and 

business performance. This leads to the epistemology of the thesis placed in the middle 

between positivism and interpretivism. On one hand, the thesis follows epistemological 

positivism to address the implementation of beef cattle market competition through 

identifying the hypotheses of relationships between constructs. On the other hand, based on 

the constructivism –interpretivism, this thesis explains the value chain actors’ perspectives 

about the relationships of constructs, the creation of competitive advantage. Since the thesis 

was placed in the mid-range between positivism and constructivism-interpretivism, the 

methodology has combined both quantitative research – to test the hypotheses and qualitative 



125 
 

research – to explain the relationship between market orientation, innovation, competitive 

advantage, and business performance.  

 

   Thesis’s position   

Ontology 
Objectivism  Objectivism + 

Subjectivism 

 Subjectivism/ 

constructivism 

 

A singular 

approach to 

market 

competition of 

beef cattle 

products  

 Singular and multiple 

approaches to the reality 

of market orientation, 

resources, innovation, 

and business 

performance 

 Value chain actors 

produce the 

competition of beef 

cattle market 

      

Epistemology 

Positivism 

Hypotheses of 

relationships 

between 

constructs, how 

to perform the 

competitive 

advantage 

 Positivism + 

Interpretivism 

Testing hypotheses, and 

explaining the 

relationship of constructs 

by describing the context 

and different perspective 

of value chain actors 

 Interpretivism 

Value chain actors’ 

perspectives about the 

relationships of 

constructs, the 

creation of 

competitive advantage 

      

      

Methodology Quantitative    Qualitative 

 Numeric data to 

test the 

hypothesis 

through identify 

the relationship 

between 

constructs 

 Integrating, combining 

and mixing quantitative 

and qualitative  

 Text data to explain 

the relationship 

between constructs 

 

Figure 3.2. Forming the thesis’s position based on ontology, epistemology, and methodology 

3.4 Justification of mixed methods selection 

3.4.1 The methodological choice in this thesis 
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The previous section mentioned the thesis’s philosophical assumptions. It shows that this 

thesis takes the mid-range position in ontological positivism and constructivism-

Interpretivism stances; therefore, the methodology in this thesis can use both positivist and 

neo-empiricist approaches. As has been mentioned in Chapter 1 and early in Chapter 3, this 

thesis employed the mixed methods research in which the quantitative method is mixed with 

qualitative ones. This section provides the justifications to explain the appropriation of 

applying mixed methods research for the current study. 

3.4.1.1 Quantitative, qualitative, and mixed methods 

The mixed method employs the strengths of quantitative to overcome the weaknesses of 

qualitative and vice versa. The method, is a legitimate attempt to answer research questions 

by using multiple approaches (Johnson & Onwuegbuzie, 2004), and has received increasing 

theoretical attention in textbooks and book chapters (Creswell & Clark, 2007; Creswell et al., 

2003; Teddlie & Tashakkori, 2003). To optimise the use of a mixed method, it requires the 

understanding of all relevant characteristics of quantitative and qualitative methods. For 

instance, the exploration, induction, and theory/hypothesis generation characterise the 

qualitative research, while the major characteristics of the quantitative strand are a deduction, 

theory-driven testing, confirmation, statistical analysis, and projection. Hence, the mixed 

method requires the understanding of strengths and weaknesses of both quantitative and 

qualitative strands to combine or mix strategies, which is called “fundamental principle of 

mixed research” ( Johnson & Turner, 2003, p. 298; Morse, 2009).  

The philosophical assumption of pragmatism was employed by many social scientists (e.g., 

Tashakkori & Teddlie, 1998; Onwuegbuzie, 2002; Johnson & Onwuegbuzie, 2004; Morgan, 

2007) to mix the qualitative and quantitative strands. Morgan (2007, p. 73) states, “The great 

strength of this pragmatic approach to social science research methodology is its emphasis on 
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the connection between epistemological concerns about the nature of the knowledge that we 

produce and technical concerns about the methods that we use to generate that knowledge.”. 

The following table 3.2 indicates strengths and weaknesses of qualitative, quantitative, and 

mixed methods. Obviously, a mixed method combines the strengths of qualitative and 

quantitative strands and overcomes the weaknesses of those strands. Due to the combination 

of quantitative and qualitative strands, numeric data and text data can mutually support to test 

and generate the theories and provide a deep understanding of the phenomena.  

This thesis firstly applied instruments to scale market orientation, competitive advantage, 

innovation, and business performance in the agricultural value chain of an emerging country; 

the scale items and relationship between constructs need qualitative explanation based on the 

interviewees’ perspectives. Those perspectives could reflect the related theories on market 

orientation, innovation, competitive advantage, and business performance in the local 

context. Accordingly, the mixed method combines generation and testing of theory. As the 

combination of qualitative and quantitative strands, the method is applied to test the theories 

and hypotheses and generates the theories from participants’ perspectives. For instance, the 

quantitative method may miss out the occurring phenomena due to the emphasis on theory 

and hypothesis; however, the employment of the qualitative strand in mixed method explores 

the occurrence and idiographic causation phenomena. The results produced from the 

qualitative method may not be generalised to other or the whole communities due to the 

limitation of sample size, but the application of the quantitative strand in the mixed method 

can increase the generation to the communities. 
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Table 3.2 Comparing quantitative, qualitative, and mixed methods 

 Quantitative methods Qualitative methods Mixed-methods 

Strengths • Testing, validating 

constructed theories, 

hypotheses 

• Generalising research 

findings 

• Providing a quantitative 

projection 

• Controlling variables, 

assessing credibility 

causality relationship 

among variables 

• Quickly using tools for 

data collection 

• Providing precise 

numerical data 

• Less consuming time for 

analysis 

• Providing accurate 

validation  

• Employing large sample 

size of population 

 

• Data is based on participant 

perspective 

• Useful for an in-depth 

investigation of limited 

case studies 

• Applicable to describe the 

complicated phenomena 

• Can apply to do cross-case 

analysis and comparison 

• Describing in rich detail of 

personal experiences of 

phenomena and  

• Can identify context and 

factors of phenomena 

• Comprehensively explain 

the phenomena  

• Determine the participants’ 

interpretation  

• Collected data is in 

naturalistic settings 

• Be responsive to local 

conditions and contexts 

• Flexible to change the 

focus of study due to the 

changes occurring during 

the conduct of the study 

• Exploring the occurrence of 

phenomena and the 

idiographic causation of 

phenomena 

• Numeric data can be added 

meaning by using text data 

and narratives  

• Employing both strengths of 

quantitative and qualitative 

strands 

• Generating and testing the 

theories 

• Providing the broader and 

complete answers to research 

questions 

• Using the strengths of a 

quantitative method to 

overcome the weaknesses of 

qualitative method, and 

conversely 

• Providing convergence and 

corroboration findings 

• Providing comprehensive 

understanding of phenomena  

• Can increase the 

generalisation of the results 

• Combining qualitative and 

quantitative strand to inform 

theory and practice 

 

 

Weaknesses • The theoretical construct 

may not meet the local 

constituencies’ context 

• Focusing on theory and 

hypothesis may lead to 

missing out on occurring 

phenomena 

• Results may be too 

abstract for specific 

conditions of local 

institutions and contexts 

• Findings may not be 

generalised to other 

communities 

• Difficult to make a 

quantitative projection 

• Difficult to test theories and 

hypotheses 

• Lower credibility with 

people in power (politician, 

administrators.) 

• Time-consuming when 

conducting cross-case 

comparison and analysing 

data 

• Being affected by bias and 

idiosyncrasies 

 

• Difficult for the researcher to 

conduct both qualitative and 

quantitative approach, 

especially when those 

approaches are concurrently 

conducted 

• Requires the understanding 

of multiple methods, 

approaches, and mixing 

them appropriately.  

• Expensive and time-

consuming 

• Obstacles remain such as 

mixing of paradigm, 

analysing both text and 

numeric data, the conflict of 

results 

Source: adapted from (Johnson & Onwuegbuzie, 2004; Johnson et al., 2007)  
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3.4.1.2 Mixed method research selection 

The choice of mixed research method is based on the philosophical assumption, the nature 

and content of research phenomenon (Gill & Johnson, 2010). More importantly, the 

employment of mixed method in this study is also influenced by the gaps in the literature 

review. According to Cameron and Molina-Azorin (2011), there are only 14% of papers in 

the field of marketing and related strategic management research which adopted mixed 

method, hence the adoption of mixed method is attempting to gauge the use and acceptance 

in the range of business and management discipline area. Before explaining the selection of 

mixed method design, it is appropriate here to present the research history of this study. 

As has been discussed in Chapter 2, in spite of the huge amount of literature on the field of 

marketing and strategic management research, there is a dearth of quantitative evidence on 

the relationship among different constructs: market orientation, innovation, resources, 

competitive advantage, and business performance. One of the main reasons is that there has 

not been a widely accepted model that can examine the relationship of those constructs in 

marketing and strategic studies. Further, the relevant studies have largely not focused on 

agricultural value chains in developing countries. Therefore, this thesis attempts to build up 

an appropriate model to test the relationship between market orientation, innovation, 

competitive advantage, and business performance in a case study of the beef cattle value 

chain in an emerging country by using quantitative approaches.  

However, the sole adoption of a quantitative approach has some limitations in the context of 

an agricultural value chain in a developing country. First is the small sample size due to the 

limitation of actors involved in the beef cattle value chain, therefore the analysed model from 

this study is not comprehensively feasible. Secondly, the relevant topic on market orientation, 

innovation, competitive advantage, and business performance has not been widely reported in 
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Vietnam; therefore, it is difficult to triangulate the quantitative data with other data sources. 

Accordingly, the sole quantitative method might not be comprehensive to explore such a 

phenomenon of market orientation, innovation, competitive advantage, and business 

performance in the context of the agricultural value chain in a developing country. These 

constructs used to be measured in a vast amount of literature in large-scale industry or 

manufactory; however, there is little research in the case of agricultural products in emerging 

countries. In this case, a qualitative study is helpful to provide better explanations of the 

relationship among those constructs, and solidly confirm the model for quantitative analysis. 

Given the above consideration, and motivated by the philosophical assumption presented in 

the previous subsection, this thesis recognises that the combination of quantitative and 

qualitative methods is more suitable to investigate and explore the objectives and to answer 

the research question than singular methods are.  

3.4.1.3 Objectives and research questions lead to methodology choice 

The core objective of this thesis is to examine the effect of market orientation and resource on 

competitive advantage and innovation to improve the financial performance of the beef cattle 

value chain. Those constructs imply knowledge management of value chain actors to achieve 

the position in the marketplace for the sake of superior performance of the chain. Following 

the objectivist assumption, knowledge management can be observed and measured as 

numbers. However, knowledge management refers to the behaviour culture and subjectivism 

rather than the concentration on pure physical attribution. In this case, positivism seems not 

applicable to treat this social phenomenon as the way of treating the natural world. By 

contrast, a subjectivist assumption is suitable to understand the complexity of social 

phenomena. This assumption, however, is impossible to measure knowledge. It is better to 

stand in the mid-range between objectivism and subjectivism to investigate knowledge 
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management, which are market orientation, innovation, and competitive advantage in this 

thesis. The middle position potentially combines the strengths of a quantitative method to fix 

the weakness of a qualitative one, and vice versa, which provides a workable solution and a 

creative form of research (Johnson & Onwuegbuzie, 2004). 

The central research question of this thesis is “How do value chain actors’ resources leverage 

the creation of positional advantage to produce superior financial performance in the beef 

cattle value chain in the Central Highlands of Vietnam?” The relevant literature indicated the 

effort to measure constructs of market orientation, resources, competitive advantage, and 

performance through the scale items developed by Narver and Slater (1990). Therefore, the 

quantitative approach can be applied to answer the question by testing the hypothesis about 

the relationship among constructs in the model. However, the field of market orientation, 

competitive advantage, and business performance is still in its emergent stages. Accordingly, 

the qualitative approach may be useful to provide insight from different sampling of value 

chain actors’ perspectives to understand how resources can be leveraged into creating the 

positional advantage of the beef cattle value chain.  

From the above discussions, it can be seen that mixed method is the suitable approach to 

examine the objectives and answer the research questions of this thesis because social 

phenomena have both quantitative and qualitative elements (Ercikan & Roth, 2006). This 

thesis argues that the approach on market orientation, resource, competitive advantage, and 

performance should be based on both quantitative and qualitative strands to provide insights 

and comprehensive description about the relationship among those constructs to achieve the 

superior financial performance of the beef cattle value chain. As Jogulu and Pansiri (2011, p. 

688) point out, “divergent findings created through differing data collection and analysis 
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techniques appear to lead to greater depth and breadth in overall results, from which 

researchers can make more accurate inference with increased credibility.” 

In particular, this thesis applies scale items to measure the constructs suggested by previous 

works. Then the statistical analysis is applied to test the hypothesis model of the relationship 

among the constructs. After that, a qualitative approach is employed through interviewing the 

selected value chain actors to explore and provide the deeper understanding for phenomena 

or relationships emerged from quantitative analysis. The design of mixed method in this 

study will be presented in the next section.  

3.4.2 Limitations and barriers in mixed methods research 

Previous sections have presented the advantages of mixed methods research. This method, 

like other research methodologies, has some limitations in its sequence of data collection and 

analysis. Moreover, because of the differences between quantitative and qualitative data, a 

significant problem that mixed methods research faces is how to integrate those data fluently. 

This section identifies the limitations and barriers to integrating quantitative and qualitative in 

mixed methods, as well as the solutions which have been applied in this thesis. 

3.4.2.1 Limitations of mixed methods research 

The employment of mixed research method has the advantage of crosschecking and 

complementing qualitative and quantitative data, however, the mixed methods approach has 

also been the focus of some criticism.  

The first weakness of mixed method examined by the methodological purists is the shortage 

of philosophical foundation which is why Johnson and Onwuegbuzie (2004) argued that the 

researcher should always follow either a quantitative strand or a qualitative one, or Smith and 

Heshusius (1986) indicated the unsustained compatibility and cooperation between these two 



133 
 

strands. However, the thesis has not seen this above issue as a weakness of mixed method. 

Rather, due to the lack of a methodological framework for mixed methods, it may cause a 

misunderstanding about this method such as the problem of paradigm mixing, the 

interpretation of quantitative and qualitative data, and the evaluation of mixed method 

(Creswell & Clark, 2007; Johnson & Onwuegbuzie, 2004).  

Another challenge of employing mixed method is crossing positivism and neo-empiricism. 

However, social researchers such as LeCompte and Goetz (1982) and McCall and Bobko 

(1990) advocate the assumption of pluralistic methodology combining quantitative and 

qualitative to investigate human behaviours. Those researchers considered the differences 

between quantitative and qualitative strands as the trade-off between positivist and neo-

empiricism. The meaning of trade-off is the requirement of using both qualitative and 

quantitative methods to crosscheck the findings for in order to “locate an object’s exact 

position” (Jick, 1979, p. 602) and overcome the bias from single method employment 

(Campbell & Fiske, 1959). Accordingly, these pluralists stated that there is not a conflict in 

fundamental philosophy between quantitative and qualitative strands; rather they are mutually 

complementary to increase the credibility of research. This thesis argues that, in spite of the 

distinction between positivism and constructivism-interpretivism, they can be partly 

integrated. According to Johnson et al. (2006), neo-empiricism is more generally called 

“qualitative positivism’” (Prasad & Prasad, 2002, p. 6) because they employ non-quantitative 

methods in the assumption of positivistic methodology. For this reason, the thesis believes 

that those two methodologies have some overlap rather than being completely separated.  

Another challenge to apply mixed methods research is the practical consideration.  

According to Johnson and Onwuegbuzie (2004), it is more difficult for researchers when 

conducting concurrently quantitative and qualitative phases of a mixed method than a single 
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quantitative or qualitative method. Indeed, this approach consumes more time and money, 

and researchers need more effort to collect and analyse the data. The conduct of mixed 

method doubles the research sequence, as it requires undertaking each phase of the research 

process, then integrating those two phases together (Alexander, Thomas, Fielding, & Moran-

Ellis, 2008). Moreover, mixed methods research requires a high level of experience and skills 

from researchers to learn, practise and appropriately integrate numeric and text data ( Johnson 

& Onwuegbuzie, 2004). Accordingly, Cassell and Lee (2011.p 3) highlight that “a key 

question in relation to the increased use of mixed methods within the management domain is 

the extent to which management researchers are trained to use these techniques”. With regard 

to this thesis, a research team who were experienced in quantitative and qualitative research 

was formed to conduct the survey for numeric data and support to interview by questionnaire 

(Creswell & Clark, 2007; Johnson & Onwuegbuzie, 2004). The establishment of research 

team supports reduction of the time consumption and the mutual support during the process 

of data collection.  

According to Creswell, Clark, Gutmann, and Hanson (2008), the concurrent mixed method 

requires great efforts from researchers to sufficiently study a phenomenon with two separate 

methods. Moreover, difficulties may emerge when comparing the results from two different 

forms of data collection and/or the discrepancies arising from the results. To overcome this 

limitation, this thesis applied the process of sequential mixed method, which was employed 

by West and Prendergast (2009), Coulter, Price, Feick, and Micu (2005), and Thomson 

(2006) in the field of marketing and related strategic management research. In particular, the 

qualitative phase was designed following the quantitative phase. This design aims to use the 

interviewees’ perspectives to explain the scale measurement and the relationship among 

constructs.  
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The last limitation of mixed method is the disagreement on the basic concept, nomenclature, 

the unity of mixed methods, and the way of design research to draw inferences (Teddlie & 

Tashakkori, 2003). This criticism may be caused by the lack of agreement to identify the best 

way to conduct social science. Additionally, this method has received criticism for a lack of 

logic leading to difficulties in integration and drawing inferences (Mason, 2006). 

Additionally, despite the popularity of mixed-method, the implementation is not easy as it 

requires the researchers to have a certain methodological issue (Ivankova, Creswell, & Stick, 

2006). This issue is the priority or balance between quantitative and qualitative data, the 

stages of connecting quantitative and qualitative, and the sequence and integrating of the 

results (Creswell et al., 2003; Morgan, 1998).  

3.4.2.2 The barriers to integrating quantitative and qualitative research 

A large number of mixed research methods have not combined quantitative and qualitative 

strands such as Bryman (2006) and Greene, Caracelli, and Graham (1989) because of the 

barriers to integrate those two methods. Bryman (2007) has grouped the possible constraints 

during the integrating of quantitative and qualitative methods including intrinsic barriers, 

institutional barriers, and skills and preferences of researchers. The first group, intrinsic 

barriers, includes three barriers: (1) Nature of data happens when the study dominates the 

quantitative or qualitative strand, which leads to the difficulties of integrating two findings 

together. (2) Bridging ontological divides happens when combining the objectivist account 

and the constructivist one during the research process, because the latter one may limit the 

reality of phenomena while the former one wants to investigate. (3) Role of timelines happens 

when quantitative or qualitative data collection is out of kilter, hence one phase may be 

generated faster than the other, which could be a barrier to mixing the two phases of research 

(Bryman, 2007). The second group, institutional context, comprises barriers such as the 
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different audience – writing up the findings to concentrate on quantitative and minimise the 

use of qualitative and vice versa, depending on the expectations of the audience; or some 

journal editors may prefer one single quantitative or qualitative method. The last group of the 

mixed method comprises methodological preferences and skill specialisms implying the 

preference of researchers for one single method only. This may limit their capabilities and 

experiences in conducting data collection, analysis and integration (Bryman, 2007).  

This thesis recognises the barriers to integrating quantitative and qualitative, however, to 

some extent, some of these barriers could be converted into opportunities. With regard to 

“nature of data” in the intrinsic barrier, either quantitative or qualitative dominating in this 

thesis may not be a barrier. According to Creswell and Clark (2007), the weighting decision 

in conducting mixed method can be equal or unequal. In this thesis, the decision of weighting 

between quantitative and qualitative is based on the availability of data. In particular, 

quantitative research dominates in this thesis, while the qualitative one validates results 

originating from quantitative data.  

Given the barriers of personal skills and preferences, it is acknowledged that some social 

researchers have their own methodological predilections, leading to the focus more on one 

single method. However, there is a trend to integrate all the social methods and reduce the 

conflicts among different methods (Tashakkori & Creswell, 2007a), hence some social 

researchers represented themselves as the pragmatists (Bryman, 2007). This thesis stands on 

the middle range of the ontological and epistemological level; hence, the researcher has taken 

the training in both qualitative and quantitative methods. Furthermore, the researcher in this 

thesis conducted an undergraduate thesis with the quantitative based method, and a master’s 

thesis with the qualitative based method, hence the researcher has enough experience to 

conduct the mixed methods in this study. Additionally, the supervisors of this thesis are well-
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recognised quantitative and qualitative researchers, so they could instruct the researcher well 

during the research process.  

3.5 Key Decisions in Choosing a Mixed Method Design 

The decision means the ways in which quantitative mixes with qualitative strands of the 

study. The strand defined by Teddlie and Tashakkori (2009) is a research component 

comprising basic steps of the research process: producing questions, collecting and analysing 

data, and interpreting the results. According to Creswell and Clark (2007), a mixed method 

must have mixing of at least one quantitative and one qualitative strand. The choosing of 

suitable mixed methods is often based on four key decisions: the interaction between 

quantitative and qualitative strands, the priority of strands, timing of strands, and mixing 

procedure of strands.  

3.5.1 A quantitative – qualitative sequential mixed method design 

This dissertation aims to examine the possibility of universal knowledge on resource 

advantage theory to be applied to the context of an agricultural value chain in a developing 

country. Moreover, the thesis desires to see how resource advantage theory might be 

practised and what are its contributions to the global management knowledge. To achieve this 

objective, this dissertation employs “context-embedded research” (Tsui, 2004, p. 494) to use 

the emerging country – Vietnam – as the main independent variable to apply resource 

advantage theory and other related variables for the sake of comparing with other different 

countries. This study is not a simple imitation of another previous study, rather it uses the 

unique contextual characteristic to modify the extension of the theory, which is called 

empirical generalisation (Tsang & Kwan, 1999). In particular, this approach considers 

context as the primary explanatory variable, which includes two sequential steps of research: 

testing knowledge in selected context or context-free knowledge and examines the 



138 
 

relationship between variable or context-bound knowledge (Tsui, 2004; Whetten, 2009). 

Context-free knowledge - one of three approaches and associated forms of knowledge 

developed by Tsui (2004) is about the management and organisation in a global context. This 

approach supposes that knowledge of resource advantage theory such as resources, 

competitive advantage, innovation, and business performance can be applied cross-nationally, 

which then can be tested by using the same predictor variables to explain the variation. In 

other words, this approach is to test if the results from previous studies can be generalised in 

a different context with the same measurement (Tsang & Kwan, 1999; Tsui, 2004). Given the 

above discussion, following the suggestion of (Jack et al., 2013), the ontological assumption 

on the resources, competitive advantage, innovation, and business performance needs to be 

refined, reinforced, and reimagined under the R-A theory in the specific context of a 

developing country. On the other hand, this thesis applies context-bound knowledge (Jack et 

al., 2013; Tsui, 2004) to see whether or not the boundary of resource advantage theory 

applies in a specific context of a developing country. This approach is considered as “bottom-

up” or emic perspective (Jack et al., 2013, p. 151) aiming to provide in-depth explanations 

about constructs, conceptions, and individual mind’s scheme. In other words, the context-

bound knowledge approach follows the context-free knowledge to provide the text data to 

interpret the application of knowledge in a specific context. For this dissertation, qualitative 

phase - a proposed method to understand the context-bound knowledge (Tsui, 2004), is 

employed to provide the interpretation for data in the first phase of quantitative research.  

The conduct of two sequential phases: quantitative and qualitative is called the mixed-

methods sequential design (Creswell et al. 2003). Based on this, Johnson et al. (2007) and 

Harrison and Reilly (2011) identified two types of sequential design, which are qualitative 

dominant or sequential exploratory design and quantitative dominant or sequential 

explanatory design (see Figure 3.3). The former relies on the qualitative strand and the 
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research sequence is based on the constructivist-poststructuralist-critical view, while the 

quantitative strand is added to test the emergent theory, develop taxonomy, and test the 

secondary data (Creswell et al., 2003; Harrison & Reilly, 2011; Johnson et al., 2007).  

 

 

 

 

 

 

 

 

Figure 3.3. Graphic of the Three Major Research Paradigms, Including Subtypes of Mixed 

Methods Research 

Source: reproduced from Johnson et al. (2007, p. 124) 

This thesis, by contrast, employs the latter form of sequential mixed method - quantitative 

dominant or sequential explanatory design. This approach is defined as “mixed research in 

which one relies on a quantitative, post-positivist view of the research process, while 

concurrently recognising that the addition of qualitative data and approaches is likely to 

benefit most research projects”( Johnson et al., 2007, p. 124). In this design, this thesis first 

collects and analyses the numeric data, then the text data in the qualitative phase are analysed 

to interpret the analysed quantitative data in the first phase (Harrison & Reilly, 2011). The 

rationale for this design is that the quantitative data collection and analysis provide a general 

understanding of resources advantage theory in a developing country, Vietnam, in which 
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constructs on market orientation, resources, competitive advantage, and business performance 

are measured based on the existing measurement. The qualitative data and their analysis are 

going to refine and provide the text to interpret those statistical results through exploring the 

selected value chain actors by in-depth interview by deeply exploring participants’ views 

(Creswell et al., 2003; Rossman & Wilson, 1985; Tashakkori & Teddlie, 1998) 

3.5.2 Interaction between quantitative and qualitative strands 

The level of interaction is defined as the extent to which quantitative and qualitative strands 

are independent of or interact with each other (Greene, 2007). The independent level means 

the two strands of quantitative and qualitative research are conducted separately. That is, the 

researchers discretely keep research questions, data collection, and data analysis. The mixing 

of two strands is at the end of the study, when researchers draw the conclusion and overall 

interpretation (Creswell & Clark, 2007). By contrast, the interactive level occurs when the 

quantitative strand directly interacts with the qualitative strand. This interaction can happen at 

different points and in many ways in the research process. This thesis applied sequential 

mixed method, hence the quantitative strand interacts with the qualitative strand. Following 

this decision, the interaction occurs during the phase of data collection and analysis. The 

qualitative phase provides the text data to explain the numeric data in the quantitative one 

3.5.3 Priority of quantitative and qualitative strands 

The priority implies the weight or balance between the quantitative and qualitative strands in 

the study. According to Creswell and Clark (2007), there are three options to select the 

priority between the two strands: (1) Equal priority means both quantitative and qualitative 

strands play an equally important role in examining the research problem; (2) Quantitative 

priority refers to the emphasis on quantitative method while the qualitative method play the 

secondary role; and (3) Qualitative priority places the concentration on qualitative method, 
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whereas the quantitative strand plays the secondary role. This study applied the measurement 

items on market orientation, resource, competitive advantage, and innovation and business 

performance from other previous studies; hence, it was weighted on the quantitative strand. 

Given the priority between quantitative and qualitative strands, this study emphasised the 

quantitative, while the qualitative provided the justifications for the quantitative strand.  

3.5.4 Timing of quantitative and qualitative strands 

Time refers to the chronological relationship between two quantitative and qualitative 

strands, time setting to collect data, and most importantly the order in which researchers use 

the results from the two sets of quantitative and qualitative data. Creswell and Clark (2007) 

clarified timing of mixed method into concurrent: both quantitative and qualitative strands are 

conducted at the same time during the single phase of study; sequential: two strands are 

conducted separately in which data collection and analysis of one phase is followed by 

another phase; or multiphase combination: concurrent and sequential timing occur during the 

research process. This is a sequential mixed method thesis in which the quantitative strand 

was conducted to collect the numeric data, which was then followed by the qualitative phase.  

3.5.5 Stage of mixing the quantitative and qualitative strands 

Mixing – also called interrelating, combining, and integrating – is the process in which 

researchers implement the independent or interactive relationship between the quantitative 

and qualitative strands. According to Creswell and Clark (2007), the point of interface and 

the mixing strategy are two concepts explaining “when” and “how” mixing occurs. The point 

of interface, also called the stage of integration, is the processes of interpretation, data 

analysis, data collection, and design, in which the quantitative strand mixes with the 

qualitative strand (Morse & Niehaus, 2009). According to Creswell and Clark (2007), the 

mixing strategies are: 
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• Mixing during the interpretation occurs at the final step of the research process when 

quantitative and qualitative data have been collected and analysed. In this strategy, 

researchers draw conclusions or inferences reflecting the learning from the integration 

of results from the two strands of the study. For the independent design of mixed 

method, this is the point in the research process where mixing occurs.  

• Mixing during data analysis occurs at the stage of analysing quantitative and 

qualitative data. Within this mixing strategy, data are quantitatively and qualitatively 

analysd from the quantitative and qualitative strands. Then interactive strategy is 

employed to merge two sets of results together with the combination such as 

comparing and interpreting of analysis. Another way of merging data in this strategy 

is transforming the result of one quantitative or qualitative strand into another set of 

qualitative or quantitative data through the additional analysis of the transformed data.  

• This thesis applied mixing during the data collection, occurring when researchers use 

the result of one strand to develop the data collection protocol of another strand. 

Particularly, researchers may obtain the quantitative result leading to the subsequent 

qualitative data collection at the second strand. This mixing strategy simply means 

that the first strand shapes the data collection for the second one such as specifying 

research questions, selecting the participants, developing the questionnaire or 

protocols.  

• Mixing at the level of design happens when the quantitative strand mixes with the 

qualitative one during the research process. According to Creswell (2011, p. 146), 

there are three forms of mixing at the design level: “embedded mixing, theoretical 

framework-based mixing, and program objective framework-based mixing”. The 

embedded mixing occurs when the researcher embeds quantitative or qualitative 

methods within the design of qualitative or quantitative methods. For example, 
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researchers may embed a supplemental quantitative data within a qualitative strand 

design and conversely. Turning to theoretical framework-based mixing, the 

quantitative strand mixes with the qualitative strand within the transformative or 

substantive framework guiding the overall design of the research. By contrast, mixing 

within a program-objective framework means that two quantitative and qualitative 

strands are mixed within the objectives of the program leading to the involvement of 

multiple projects and studies.  

Table 3.3 This thesis’s decision in choosing the mixed method 

 Thesis decision 

Level of interaction 

between quantitative 

and qualitative strands 

Interactive level The quantitative strand directly 

interacted with the qualitative 

strand 

Priority of quantitative 

and qualitative strands 

 

Quantitative priority The thesis concentrated on 

quantitative method, while the 

qualitative one played the 

secondary role to explain the 

quantitative strand 

Timing of quantitative 

and qualitative strands 

Sequential timing The thesis conducted the two 

strands separately, of which the first 

phase-quantitative strand was 

followed by the qualitative strand 

Stage of mixing the 

quantitative and 

qualitative strands 

Mixing during data collection The thesis used results from the 

quantitative strand to develop the 

protocol of the qualitative strand 
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3.6 Research design 

This section is elaborated through a discussion of the motivation of research design, research 

process, data collection, and analysis, which closes with the ethical issues and summary of 

the chapter.  

3.6.1 Aims and motivations of research design 

As introduced in the first chapter, the overall aim of this thesis was to contribute to 

knowledge of the relationship among market orientation, innovation, resource, competitive 

advantage, and business performance of an agricultural value chain in an emerging country. 

Therefore, the overall research question is “How can value chain actors’ resources leverage 

the creation of positional advantage to produce superior financial performance in the beef 

cattle value chain in the Central Highlands of Vietnam? 

To answer this question, the subsidiary research questions are: 

SQ1: How do value chain actors’ resources affect the creation of the positional advantage of 

the beef cattle value chain? 

SQR2: How does market orientation create the positional advantage of beef cattle value 

chain? 

SQR3: How does positional advantage affect the financial performance of the beef cattle 

value chain? 

SQR4: How does market orientation affect the innovation of the beef cattle value chain? 

SQR5: How does innovation affect the financial performance of the beef cattle value chain? 

SQR6: How do resources affect the innovation of the beef cattle value chain? 
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SQR7: How does innovation affect the positional advantage of the beef cattle value chain? 

3.6.2 Research process design 

The mixed method sequential explanatory design comprises the quantitative phase, which is 

followed by the qualitative phase (Cameron, 2011; Creswell & Clark, 2007; Creswell et al., 

2003). In this design, the researchers first collect quantitative data, then collect and analyse 

the qualitative (text) data to explain and/or elaborate the results of quantitative data in the 

first phase. The rationale of this approach is that quantitative (numeric) data provide the 

overall understanding of the research issue, and then the qualitative data refine and explain 

the statistical results from the analysed quantitative data through exploring the perspective of 

the participants through interviewing (Creswell et al., 2003; Rossman & Wilson, 1985; 

Tashakkori & Teddlie, 1998). The mixed method sequential explanatory design of this thesis 

is shown in Table 3.4  
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Table 3.4: Diagram for mixed method explanatory design 

 Steps Procedure Product 

 Literature 

review 

• Identify items, indicators on 

market orientation, 

positional advantage, 

innovation, performance 

• 36 items used to scale 

Pilot study • Conduct 10 pilot surveys (4 

farmers, 2 collectors, 1 

slaughterhouse, 1 

wholesaler, 2 retailers) 

• A revised set of items to 

measure the constructs 

Survey • 190 beef cattle value chain 

actors 

• Numeric data 

Data 

analysis 

• Exploratory data analysis 

 

 

 

 

• Reliability analysis 

• Confirmatory factor analysis 

• Structural equation modeling 

• IBM SPSS Statistics 

• IBM-SPSS- AMOS 

• Descriptive statistics, 

missing data, linearity, 

normality, Cronbach 

alpha 

 

• Factor loading, 

convergent validity, 

average extracted value, 

discriminant validity, 

standardised, fit index 

 Case 

selection, 

developing 

interview 

protocol 

• Purposefully select 

interviewees from 190 beef 

cattle value chain actors 

• Develop interview 

questionnaires 

•  

• 21 interviewees were 

selected 

• Interview protocol 

Qualitative 

data 

collection 

• Individual in-depth interview 

with 21 participants 

• Recording and writing 

memos 

• Text data 

Qualitative 

data 

analysis 

• Coding and thematic 

analysis 

• Cross-thematic analysis 

• QSR NVivo 10 software 

• Codes, categories, themes 

Integrating 

finding 

phases 

one& two 

 

• Integrating and explaining 

quantitative and qualitative 

results  

• Discussion 

• Implication  

 Source: adapted from Creswell et al. (2007) 

P
h

a
se

 1
 

P
h

a
se

 2
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3.6.2 Mixed methods evaluations 

The evaluation of a piece of research is based on how data collection and analysis is reliable 

and valid. Reliability implies to the extent to which a procedure of measurement provides the 

same result on repetition of trials or experiments. This means that different researchers, who 

use the same method, can receive the same result as those of a prior study (LeCompte & 

Goetz, 1982), while the validity refers to the extent to which the measurement provides the 

precise relationships between indicators and concepts (Carmines & Zeller, 1979; Kirk & 

Miller, 1986). This mixed method based thesis employs terms “reliability” and “validity” to 

evaluate both the quantitative and qualitative research. It is noticed that due to the differences 

in data collection and analysis of these two research strands, the criteria and strategies to 

assess and improve the creditability are different.  

3.6.2.1 Reliability in quantitative and qualitative research 

The notion of reliability in quantitative social research implies measuring consistency, which 

can be tested by the statistical instruments (Jordan & Hoefer, 2001; Tashakkori & Teddlie, 

1998). By contrast, in qualitative social research, reliability is a contentious issue, which is 

dependent on a philosophical assumption, human being and behaviour, therefore, it is 

difficult to get the reliability in this sense (Johnson et al., 2006). To improve the qualitative 

data, the thesis applies three tactics including low-inference descriptors - refers to the 

recording interviews (LeCompte & Goetz, 1982; Seale, 1999), reducing errors and bias – 

using various types of question such as main questions, follow-up and probing questions to 

obtain consistent answers (Arksey & Knight, 1999), and applying a consistent coding method 

(Seale, 1999). The detail of reliability analysis of the quantitative phase is mentioned in 

section 3.7.1.3 and the qualitative phase is in section 3.7.2.2 
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3.6.2.2 Validity in quantitative and qualitative research  

As mentioned earlier, validity implies the accuracy of research findings (LeCompte & Goetz, 

1982). There are two core types to validate the quantitative research, of those external 

validity implies the extent to which results can be generalised across populations, while 

internal validity refers to the extent to which researchers are confident about the relationship 

between variables/ scale items (Tashakkori & Teddlie, 1998). Similar to reliability, the 

validity in qualitative social research such as truth value, credibility, dependability, 

trustworthiness, generalisability, legitimation, authenticity is unclear and ambiguous 

(Dellinger & Leech, 2007). The positivist researchers suggested that validity of qualitative 

research uses the same criteria: internal and external validity, as quantitative research (Miles 

& Huberman, 1984). The post-positivist researchers had a similar suggestion as positivist 

researchers, however, they also proposed that the validity of qualitative research needs 

interpreting in relation to its capacity to generate the theory and generalise the findings 

(Denzin, 1994). As a mixed methods research design, this thesis conducts both validity for 

quantitative and qualitative research. The validity in mixed method has been sparingly 

discussed and widely considered (Dellinger & Leech, 2007) . The early treatment of mixed 

method validity proposed by Krathwohl (1993) and Newman and Benz (1998) was separating 

to validate quantitative and qualitative research, which was employed in this thesis and 

presented in detail in section 3.7.2.2 

3.6.3 Study site 

The study location was Ea Kar – one of the 13 districts of DakLak province in the Central 

Highlands of Vietnam and the study covers the period from 2014 to 2018. The district is well 

connected by sealed road to Buon Me Thuot city, capital city of DakLak, and other cities in 



149 
 

nearby provinces. Agriculture accounts for 65% of the district’s GDP and more than 80% of 

Ea Kar’s population depend on agriculture for their livelihood (Xuan, 2016).  

 

 

 

 

 

 

Figure 3.4. Map of the study site 

Source: Xuan (2016) 

Beef cattle production plays an important role in the local people’s livelihood as it is 

considered as the “life savings”. The district has an estimated population of 24,066 from 

which beef and beef products are produced. In recent years, to increase the productivity and 

thereby the household income, innovations have been employed throughout the chain. At 

smallholder level, over 80% of cattle are cross-breeds of Red Angus, Droughtmaster, 

Limousine, and Charolais. The production system has been changed from grazing based 

production to semi-grazing and stall-feed systems. Additionally, to increase the nutrition for 

cattle, smallholders have developed a forage bank in the backyard and employ the crop 

residue to fulfill the nutrition requirement of their cattle. At other chain parties, the value 

chain actors have upgraded their facilities such as means of transportation, slaughtering 

equipment and butcher facilities and services to improve meat quality.  
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3.7 Implementing the research design 

In keeping with a typical formulation of this kind of design, the thesis comprises two phases: 

a quantitative Phase 1, followed by a qualitative Phase 2. Both the quantitative and qualitative 

data were used to highlight constructs of the market orientation, positional advantage, 

innovation, and performance of beef cattle value chain actors. The first phase was conducted 

in August 2014 to identify the statistical features of constructs in the beef cattle value chain, 

and the second phase was designed to examine the perspectives of beef cattle value chain 

actors about these constructs. The privileged weight of analysis was given to the first phase. 

Following the quantitative strand, the second phase was conducted in July 2015 to provide 

the interpretations for the quantitative explanation.  

3.7.1 Quantitative data collection 

3.7.1.1 Pilot study 

A pilot survey was conducted in collaboration with researchers who have a background in 

economics, beef cattle production, and social sciences from Tay Nguyen University in the 

Central Highlands of Vietnam. This pre-test aims to assess the appropriation of the scale 

items and suggests adjusting them. After revising the items, a second pilot survey was carried 

out with 30 beef cattle value chain actors including 20 farmers, and five collectors 

(aggregators or traders), 1 slaughterhouse, and 2 wholesalers and 2 retailers to make sure that 

all the scale items were relevant for respondents.  

The survey strategy included five days’ training for the enumerators who are from Tay 

Nguyen University. The selection of enumerators was based on four indicators: (1) having 

background in marketing and economic; (2) at least two years’ experience in conducting 

quantitative and/ or qualitative social research; (3) being familiar with social and cultural 
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issue of study sites; (4) be willing to be involved during the data collection process. The 

training for enumerators comprised the understanding about scale items, how to interview the 

value chain actors and take note of the answers, and the consent form to ensure the 

confidential information about data and the respondents, and planning for the survey. The 

survey was conducted through face-to-face interviews, by meeting with each beef cattle value 

chain actor. There are 190 value chain actors involved in this survey including 134 small 

farmers, and 4 collectors, 2 slaughterhouses, 20 wholesalers, and 30 retailers.  

3.7.1.2 Sampling design and frame 

The unit of analysis for this thesis is a single beef cattle value chain system in the Central 

Highlands of Vietnam. Traditionally, there are few actors such as collectors, traders, and 

slaughterhouse at parties of the chain; therefore, there is a scarcity of available chain 

participants’ formal to support research design. To overcome this, the thesis employed 

purposeful or non-probability sampling to identify and select the information-rich cases, 

which is considered as the most effective technique of limited resources (Palinkas et al., 

2015; Patton, 2002). This sampling technique is to select individuals or groups of individuals 

who are knowledgeable and experienced about the research topic (Creswell & Clark, 2007). 

Although the technique is mostly applied in qualitative research, the recent studies revealed 

the employment of purposeful sampling in mixed methods (Collins, Onwuegbuzie, & Jiao, 

2007; Palinkas et al., 2015; Tashakkori & Creswell, 2007b). There are plenty of purposeful 

sampling designs, which are classified into 17 strategies by Patton (2002, p. 240). Among 

them, this thesis applied “snowball” – a strategy of purposeful sampling (Patton, 2002) which 

used to be employed in previous studies (Cronin-Gilmore, 2012; Ho et al., 2017a; 2017b; 

Kemper, Stringfield, & Teddlie, 2003; Mankelow & Merrilees, 2001). The snowball 
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sampling was to seek information on the beef cattle value chain from the key informants and 

then identify the actors throughout the chain.  

The study of Stür et al. (2013) and Khanh, Stur, Ha, and Duncan (2009) identified five 

collectors at Ea Kar district – hereafter called “ district collect”, who collect cattle from 

farmers and small collectors at communes (Quang, Hue, Khanh, & Nga, 2014). Among them, 

four district collectors mainly buy calves and another collects beef cattle, then supply to the 

slaughterhouse in the city. The thesis has not selected four calf-collectors as its objectives 

focus on beef cattle and the value chain from district to city. The beef cattle collector in the 

district was requested to identify the communes that supply the high proportion of beef cattle 

and the collectors at communes who daily or monthly sell beef cattle. The district collector 

provided a list of seven communes, which have cattle production and supply beef cattle to the 

district. However, four out of seven communes were not selected to conduct the study for the 

following reasons: Those four communes have paid attention to perennial tree production and 

off-farm business due to the limitation of land for forage cultivation. Moreover, most of the 

households in those communes have converted their livelihood activities from cattle 

production to off-farm jobs and/or perennial trees (Quang et al., 2014). Accordingly, only 

three communes were selected to conduct the survey. The discussion with the district 

collector has identified three commune collectors at those three communes who daily sell 

beef cattle to the district. Based on a list of 250 smallholders, who have cattle production, 

provided by those three commune authorities, the three commune collectors identified a list 

of 180 smallholders from whom they often buy beef cattle. Within 180 selected smallholders, 

30 smallholders were not involved in this survey because they have moved to the city for an 

off-farm job or changed their beef cattle production to a cow-calf raising operation. Among 

150 selected smallholders, 16 of them were not available to conduct the survey. Finally, there 

were 134 selected smallholders, who were involved in this process of data collection. The 
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district collector also helped to identify two slaughterhouses, to whom this collector supplies 

beef cattle every day. Twenty wholesalers were subsequently identified during the survey 

with those two slaughterhouses. The survey with wholesalers identified thirty retailers, to 

whom they daily supply beef at markets in the city. By using a snowball process, there are 

190 value chain actors involved in this survey including 134 smallholders, 4 collectors, 2 

slaughterhouses, 20 wholesalers, and 30 retailers  

3.7.1.3 Quantitative data analysis  

To provide a reasonable conclusion from this thesis, the validity and reliability of the scales 

were used to measure the constructs. According to Bryant (2000), the scale of measurements 

is invalid until proven valid. The following section discusses the construct reliability. In this 

dissertation, most of the measurement scales were adopted from previously published studies.  

Reliability 

Reliability is a concept to measure and indicate the measurement scale and inter-consistency 

among the items in constructs. The testing of latent theoretical constructs needs to indicate 

that the items reliably measure the constructs that they are intended to scale. Moreover, the 

observed items respond to the given score which is comprising the “true” score and random 

error (Strube, 2000). The “true” score cannot be observed but can be estimated. In the context 

of this thesis, one cannot truly know the level of resources, market orientation, competitive 

advantage, innovation, and performance of beef value chain actors, but those constructs can 

be estimated. Reliability is measured by the Cronbach alpha coefficient which was 

popularised to provide the accuracy of reliability estimation of each theoretical construct in 

the context of the agricultural value chain in an emerging country.  
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Construct validity 

Construct validity implies the construct’s ability to measure what it intends to measure. 

Bryant (2000, p.101) indicates that “in the context of research, validity concerns whether a 

particular inference or conclusion that one wishes to make is accurate, reasonable, or 

correct”. Construct validity such as construct, convergent, and discriminant validity indicates 

how well or how accurately the proposed construct measures what it is hypothesised to 

measure. Additionally, construct validity examines the “true” value of an important construct. 

Due to the impossibility of absolute certainty measurement of a theoretical construct, the 

validity is necessary to examine the underpinnings of construct validity. For this dissertation, 

construct validity was embedded through convergent validity and discriminant validity 

through SPSS 23.0 and AMOS 23.  

In this thesis, internal consistency, inter-item correlation, and discriminant validity were used 

to measure the validity. The average variance extracted (AVE) has been used to test the 

internal validity (Fornell & Larcker, 1981; Ho et al., 2017b; Micheels & Gow, 2011). 

According to Fornell and Larcker (1981), AVE of the scale is greater than 0.5 presenting the 

internal validity. Because the greater the AVE is, the greater the portion of variance is 

explained by the scale rather than by random error.  

Inter-item correlation identifies the correlation among items within a scale (Cronbach, 1951; 

Gliem & Gliem, 2003). According to Worthington and Whittaker (2006), low inter-item 

correlation or uncorrelated items would be dropped out from the analysis, because they cause 

the low factor loadings ( loadings < .32). This means that only the items which have factor 

loadings which are greater than 0.32 are used for further analysis. Differently, Streiner (2003) 

suggested removing the items, for which the inter-item correlation is lower than 0.2, because 
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they probably measure a different construct. This cut-off is to ensure that the retained items 

are highly correlated with each other  

 Another method to test the construct validity is using confirmation factor analysis (CFA) 

(Micheels & Gow, 2011; Worthington & Whittaker, 2006). In this thesis, the scale items have 

been developed from the existing scales; hence, the structure of this scale is supposed to be 

the same across contexts. Based on this assumption, CFA is applied to conduct within a 

structural equation model (SEM) to verify the theoretical model in Chapter 1 and Chapter 2 

and to test the index of goodness of fit. The acceptable goodness of fit assumes the construct 

validity and the verification of measurement model (Ho et al., 2017b; Micheels & Gow, 

2011) 

3.7.1.4 Reliability and validity of scale items 

Market orientation 

The measuring of market orientation construct in this thesis is applied from the work of 

Narver and Slater (1990) of which the construct comprises customer, competitor orientation 

as well as the inter-functional coordination of market knowledge across the parties in the beef 

cattle value chain. As with all the measures used, the sale items were modified to fit the 

context of an agricultural value chain so that the meaning of construct was not lost in 

translation. Narver and Slater (1990)’s MKTOR measurement scale initially emphasised 

three behavioural components and two related decision criteria. Based on the result of 

reliability and validity, the items of decision criteria were removed from the measurement 

(see table 3.5). The three remaining behavioural components: customer orientation, 

competitor orientation, and inter-functional coordination, have been employed and developed 

in numerous research studies to date (Ho et al., 2017a, 2017b; Micheels & Gow, 2008, 2012)  
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Table 3.5 Reliability of constructs 

 

Mean 

Item-

to-

total 

correl

ation 

Customer orientation (α=.70)     

• I continuously try to discover additional customer needs which 

they are not aware of yet 

1.8 .53 

• I anticipate what customer might need and suggest new products 

and services which I could supply to them 

2.3 .38 

• I usually think about the benefit that customers receive from my 

products and services benefit 

2.2 .48 

• I contact closely with lead customers and try to recognize their 

needs months or even years before the majority of market may 

notice them 

2.5 .43 

Competitor orientation (α=.90)   

• I always collect and concern about competitor’s activities 1.6 .86 

• I diagnose competitor’s goals 2.0 .39 

• I always track the business performance of key competitors 2.1 .80 

• I identify the area where our key competitors have succeeded or 

failed 

2.0 .92 

• I evaluate the strength and weakness of competitors 2.0 .88 

• I target customers where my business has an opportunity for 

competitive advantage 

1.7 .86 

Inter-functional coordination (α=.90)   

• We regularly visit our current and prospective customers 1.8 .74 

• We freely discuss our successful and unsuccessful customer 

experiences with our partners 

2.1 .62 

• People on our chain understand how everyone can contribute to 

creating customer value 

2.2 .77 

• We always share resource with other members of marketing 

channels 

3.1 .60 

Resources (α=.80)   
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• We have through-out the chain staff with the cattle and 

agribusiness management capabilities to raise, process and 

market higher quality beef 

1.6 .80 

• We have adequate financial resource to purchase genetically 

improved stock and the required feed and medicine 
2.5 .66 

• We have good relationships with customers and a strong network 

among chain actors, and thus we can access market information 

on current and potential customers better than competitors 

2.9 .45 

• We have experiences, knowledge, skills in beef cattle production 

and business compared to competitor 
2.9 .56 

• We have good facilities such as trucks, cattle house, feed system, 

storage, slaughterhouse, technical items to produce the high 

quality of beef than the competitors 

1.8 .69 

Low-cost (α=.70)   

• I have lower beef production costs than competition 1.9 .71 

• I have lower beef distribution costs than competition 1.2 .69 

• I constantly strive to be more efficient in beef production than the 

competition  
1.7 .62 

Differentiation (α=.70)   

• The quality of my beef is different from other competitors 1.8 .45 

• I regularly introduce new beef products  1.2 .58 

• We offer a broad range of beef products 1.6 .58 

• I am able to set price above the market price for beef 3.6 .42 

Innovation (α=.8)   

• I always apply alternative technique to improve beef cattle 

business 
1.4 .71 

• I always seek innovative ideas which we can use in our beef 

value chain 
1.4 .79 

• Innovation is readily accepted in beef cattle project management 1.8 .81 

• I have received the supports and be encouraged to apply 

innovations from other farmers and extensionists 
1.7 .74 

Financial performance (α=.69)   

• We were very satisfied with the overall performance of the farm 

last year. 
2.8 .62 
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Source: reproduced from Ho et al. (2017a, 2017b) 

Innovation 

Within the context of the beef cattle value chain in a developing country, innovation is 

generally seen as the adoption and implementation of alternative technologies at different 

chain parties to improve the product and services. The related literature on the beef cattle 

market in Vietnam indicated that product innovation occurs at farmer and slaughterhouse 

level, while the service innovations are at other segmentation of the chain. In particular, 

production innovation comprises employing new techniques to improve cattle appearances 

and beef quality such as adopting crossbreed cattle, upgrading cattle fodder, employing the 

fattening system, using artificial insemination, and employing a stunning system in 

slaughtering. The service innovation focuses on upgrading transportation and improving the 

storage facilities to obtain the hygiene and sanitation. For this dissertation, the measurement 

of innovation is based on a scale developed and tested by Hurley and Hult (1998).  

Resources 

The scale items to measure construct of resources were adopted from Grimmer, Miles, and 

Grimmer (2015) and Ahmadi, O'Cass, and Miles (2014). However, this thesis has not 

categorised into different types of resources, rather all human, relational, informational, 

physical, financial resources were combined into six scale items. In particular, the human 

resource was indicated by the capability to raise process and market higher quality beef, 

experiences, knowledge, skills in beef cattle production and business. The financial was 

embedded by the ability to purchase genetically improved stock and the required feed and 

medicine. Relational resource was revealed through the relationships with customers and a 

• The return on production investments met expectations last year. 2.9 .69 

• The return on marketing investments met expectations last year. 2.9 .75 
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strong network among chain actors and physical resources was indicated by the facilities to 

improve beef cattle business.  

Competitive advantage 

The independent variables measuring the competitive advantage include low-cost and 

differentiation. Of which, the former was operationalized by using a combination of scales 

developed by Micheels (2010) and Narver and Slater (1990). The scale of low-cost focuses 

on efficiency of beef cattle production and cost reduction, which has been considered as the 

way to improve the financial performance. During the process of reliability analysis, one item 

of low-cost measurement was eliminated from the analysis due to the low item-to-total 

correlation (see table 3.5). Scale items to measure differentiation were adopted from Narver 

and Slater (1990). In particular, items focus on the differentiation of quality of beef compared 

to other competitors, the introduction of new beef products, and the ability to offer a broad 

range of beef product.  

Financial chain performance 

The measuring of financial chain performance uses subjective performance items including 

producer satisfaction and comparative performance (Micheels & Gow, 2008, 2011). Selected 

beef cattle value chain actors were required to rate their satisfaction using a 5-point Likert 

scale with their return on assets, the return on production and marketing investments, the cash 

flow, and overall performance. With regard to comparative performance, the value chain 

actors were required to scale the overall performance of their beef cattle business and 

compare the perceived price to their competitors. However, some items related to return on 

assets, cash flow, and the comparison with competitors’ price and performance were dropped 

out as they did not meet the condition of reliability analysis 
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3.7.2 Qualitative research design 

A multiple case study was designed to collect and analyse data in the second phase (Stake, 

1995; Yin, 2003). The instrument of multiple cases aims to “illuminate a particular issue” 

(Creswell, 2005, p 439). The objective of the second phase is to justify inductively the 

significant and non-significant results from quantitative data analysis and provide more 

interpretation to Phase 2.  

3.7.2.1 Interview 

The main tool for data collection in this phase is an interview. According to Kvale (1996), the 

interview is to describe the meaning of themes in the real world, aiming to understand the 

interviewees’ responses. The tool is used to obtain the story behind an interviewee’s 

experiences. It can help to pursue information on the topic (McNamara, 1999). According to 

May (1993, p. 91), the interview has potential to enrich the “source of data and people’s 

experiences, opinions aspirations and feelings” . The interview checklist consisted of 5 pre-

printed pages of single-sized A4 paper. The aim of the second phase is to provide the text to 

explain the results of the quantitative strand, hence the structure of the interview checklist 

follows the constructs of the survey including (1) General information about interview; (2) 

Interviewee’s perception about resources and how to leverage to increase the competitive 

advantage and business performance; (3) Market orientation of interviewees and its effect on 

competitive advantage and business performance; (4) Innovation and its effect on competitive 

advantage and business performance; (5) Assessing the competitive advantage and business 

performance. The longest interview lasted 150 minutes and the shorted one was 80 minutes. 

The variation in length of interview depended on the amount of time that interviewees were 

willing to take to answer the questions in the checklist and the new stories which came up 

during the interview. Each interviewee was given the option of being individually 
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interviewed or with other family members. The advantage of doing this is to provide the 

opportunities for interviewees to discuss the answer with other household members, so that 

they can respond with good answers.  

Case selection 

Since the qualitative study in this thesis is to explain the initial results of the quantitative 

phase, the interviewees in this phase were individuals who were already involved in the 

quantitative survey (Bryman, 1998; Cameron, 2011). This design intended to provide more 

detail about quantitative results through the qualitative data; therefore, the individuals who 

contributed to the survey were the best suited to be involved in this interview.  

• Smallholders: 8 interviewees being representative of the smallholders were involved 

in this study. The indicators for smallholder selection are: (1) the scale of cattle production is 

about 5 to 10 cattle; (2) the cattle production system has been changed from cow-calf to a 

combination of cow-calf and fattening cattle; (3) smallholders have resources to develop 

cattle production such as land for forage cultivation, capital for increasing cattle scale, social 

relations to access resource from others, skills and experiences in cattle production.  

• Commune collectors: three out of six commune collectors, who frequently collect 

cattle from the eight smallholders, were involved in this study. The selection of commune 

collection was based on indicators such as (1) the cattle business has been changed in recent 

years; (2) the collectors have a relationship with smallholders and district collectors; (3) they 

have skills and experience in collecting cattle; (4) they have resources to develop their 

business.  

• District collector: One out of five district collectors was selected in this study because 

this collector mainly collects cattle from those three commune collectors. Moreover, this 
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district collector collects cattle for beef and supply to the slaughterhouse in the city, while 

other district collectors collect calves to re-supply to other farmers.  

• Slaughterhouse: The slaughterhouse named Minh Long was selected to conduct the 

interview for these reasons: (1) this slaughterhouse has changed its methods of slaughtering 

to meet the requirements of customers which are based on and certified by the Australian 

Standard for slaughtering animals; (2) this slaughterhouse has collected cattle from the Ea 

Kar district collector; (3) this is the main source of beef supplied to other wholesalers and 

retailers in Dak Lak province.  

• Wholesalers: Three wholesalers who buy Ea Kar beef from Minh Long were involved 

in this study. The indicators of wholesaler selection are: (1) the wide network of retailers at 

different markets in Dak Lak; (2) high quantity of beef at 200kg to 300kg per day; (3) 

experience and reputation in the beef business 

• Retailers: there were five retailers selected to conduct the interview. These retailers 

buy beef from the three above wholesalers and then supply at five markets in the city. 

3.7.2.2 Validation 

As mentioned in section 3.6.3 of this chapter, in spite of the advantage of qualitative research 

to provide the insight of social phenomena, where the theories have not covered the picture of 

what is going on (Voss, Tsikriktsis, & Frohlich, 2002; Yin, 2014), the method has 

weaknesses focusing on validity and reliability. Yin (2014, p. 33) describes “four tests” as 

common to the qualitative inquiry to overcome those weaknesses, namely: 

• Construct validity: implies constructing the measurements to measure the studied 

concepts 

• Internal validity: is the cause and effect relationships among the constructs, in which 

one certain condition affects to other conditions.  
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• External validity: is the generalisation of the study’s result can be generalised.  

• Reliability: states that the study can be repetitively conducted with the same results.  

To handle these “four tests”, the selected tactics were employed across the research process 

to obtain the validity and reliability of the study.  

Construct validity 

To obtain the construct validity, the three tactics were proposed by Yin (2003) including: 

multiple sources of evidence to triangulate the data, establishing of a chain of evidence, and 

producing a draft of the case study.  

Multiple sources of evidence include “documentation, interviews, observation, archival 

record, participant-observation, and physical artifacts” (Yin, 2014, p.45) to understand the 

broader historical and cultural and behavioural context. Furthermore, using multiple sources 

of evidence is to cover the line of inquiry during the research sequence. The main objective 

of using multiple sources of evidence is to obtain the triangulation -“a validity procedure 

where researchers search for convergence among multiple and different sources of 

information to form themes or categories in a study” (Creswell & Miller, 2000, p. 126), 

including data, investigator, theory, methodological triangulation (Patton, 2002).  

• Data triangulation refers to the use of different data sources in a single study, which 

does not mean using various methods. The triangulation also involves the data 

collection at different time, place and respondents (Johnson, 1997).  

• Investigator triangulation implies the use of multiple observers to record the 

participants’ behaviour and describe the context of their locations. This crosschecking 

is to make sure of the agreement among investigators about what took place. The 

obtaining of agreement of observation across multiple investigators increases the 

credible and defensible of the study (Golafshani, 2003; Johnson, 1997) 
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• Theory triangulation implies the examination of the studied phenomenon being 

explained by the different theories (Denzin, 2009; Johnson, 1997). Using various 

theories would provide the insights and develop convinced explanations of the 

phenomenon being studied.  

• Methodological triangulation is the use of more than one research method in a single 

study. This triangulation comprises different methods such as survey, interview, 

experiments, and ethnography and different procedures of data collection.  

This thesis applied those four triangulations to increase the construct validity of the case 

study (Yin, 2014). In particular, data triangulation was conducted through crosschecking 

data from different sources; the investigator triangulation was carried out by applying 

multiple investigators of analysis of data; theory triangulation was using various 

perspectives for explanations, and method triangulation was combining both quantitative 

and qualitative methods.  

 

 

Figure 3.5. Convergence of evidence 

Source: Yin (2014, p. 121) 

FindingsDocuments

Archival 
records

Observations
Structured 
interview/ 

survey

Focus 
interivew

Open-ended 
interview



165 
 

• The establishing of a chain of evidence aims to support the readers to follow the case 

study from research questions to conclusions (Figure 3.6). To obtain the chain of 

evidence, the study needs accurate citation from data sources and the cited sources 

need to contain the actual evidence. Furthermore, the sequence of data collection 

needs to be consistent with protocols, and protocols need to be allied with the thesis 

research questions.  

  

 

 

 

 

 

 

 

 

 

 

  

 

 

Figure 3.6. Maintaining a chain of evidence 

Source: Yin (2014, p. 128) 

• The third tactic is peer review, which focuses on discussion and/or the production of 

the outline of a case study, which is then reviewed by key informants or colleagues to 

get their comments or suggestions.  
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Internal validity 

In qualitative research, many “threats” to internal validity have been examined, which is 

mainly caused by spurious effects (Yin, 2014). In spite of the huge literature on qualitative 

research which covered this topic, two points need discussing in this section. First, internal 

validity is mainly applied in explanatory case studies. In this the researchers try to explain the 

causality between (x) and (y). If they conclude that variable (x) leads to the variable (y) 

without recognising that the third variable (z) may also have caused (y), the internal validity 

is a failure (Golafshani, 2003; Whittemore, Chase, & Mandle, 2001; Yin, 2014). The second 

issue related to internal validity of qualitative research is making inferences (Yin, 2014). The 

issue arises when the researcher infers that the evidence results from the previous 

occurrences, literatures, and interview. Is the inference correct? Or is the inference 

convergent? A research design needs to handle these questions to achieve the internal 

validity.  

Yin (2003) proposed the four tactics to obtain the internal validity and overcome the spurious 

results of the study, however, the thesis applied three of them including pattern matching, 

addressing rival explanations, and using logic models. Pattern matching implied “predicting a 

series of results that form a pattern and then determining the degree to which the actual 

results fit the predicted pattern” (Johnson, 1997, p. 283). The pattern matching comprises 

“non-equivalent dependent variables design” (Cook & Campbell, 1979, p. 118) meaning that 

an experiment or quasi-experiment may have various outcomes or multiple dependent 

variables (Yin, 2014). In this manner, if the initial predicted outcome has been found, while 

the other alternative pattern of predicted outcomes has not been found, the study achieves the 

strong inference. The second pattern matching is “rival independent variable” (Yin, 2014, p. 

146) implying the use of different theoretical predictions to match the pattern of independent 

variables. In this manner, the independent variables mutually exclude, which means that if 



167 
 

one explanation is valid, the others are invalid. In other words, the presence of one predicted 

independent variable from rival explanation prohibits the presence of others.  

The second tactic to achieve the internal validity is the explanation building or addresses the 

rival explanations. The implementation of explanation building comprises steps such as 

proposing an initial theoretical statement or explanation, comparing the initial findings of the 

case study with the theoretical statement, and modifying the statement (Riege, 2003; Yin, 

2014). The third tactic, which has been used in recent years, is called logic models to 

stipulate and operationalise the complex chain of events over periods. The complex chain in 

this tactic is repeated “cause-effect-cause-effect” patterns (Yin, 2014, p. 155), in which the 

dependent variable of this stage is the independent variable of other sequential stages further 

down the chain.  

External validity 

External validity, referring to the generalisation of the findings to other population, contexts, 

and times, is not the main purpose of qualitative research. The sample size in qualitative 

research is not randomly selected; therefore, qualitative research is virtually disadvantaged in 

the form of generalising population. Moreover, qualitative research focuses on documenting a 

particular finding rather than generating universal findings (Johnson et al., 2006; Johnson, 

1997). Different from quantitative research, which conducts a statistical survey, qualitative 

research is to examine the unique about a specific group of people and/or in a certain context, 

rather than generate broadly applicable findings. The way to generalise findings from the 

qualitative research was called “naturalistic generalisation” proposed by (Stake, 1990, p. 235) 

implying the process of similarity based generalisation. This means that the more the people 

and circumstances in a particular research study have similarity with the ones that the 

qualitative researchers want to generalise, the more defensible the generalisation of the study 
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is. Another way of qualitative generalisation is using replication logic (Yin, 1994), which is 

used when the researchers do have random samples. Replication logic implies the use of 

research findings with various sets of people to confirm that the findings are generalisable. 

This thesis mainly applies the naturalistic generalisation. In particular, the study focuses on 

beef cattle value chain in Dak Lak province, a mountainous area of the Central Highlands of 

Vietnam; hence, the findings may be generalised to the provinces in this Highlands area.  

Reliability 

Reliability implies the extent to which the research’s results and findings are the same as the 

earlier one if the researchers uses the same research’s protocols. To be more specific with the 

term of reliability in qualitative research, Lincoln and Guba (1985, p. 300) use “dependability” 

which was closely referring to the concept of reliability, then the concept “dependability” of 

qualitative research was measured by “inquiry audit” (Lincoln & Guba, 1985, p. 317). To 

achieve reliability, this thesis developed a qualitative research protocol and case study database, 

which are presented in the following table.  
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Table 3.6 Combining research tactics to improve the research validity and reliability  

 Case study tactics Tactics adoption in this research design 

Construct validity Using multiple sources of evidence (data 

triangulation, investigator triangulation, theory 

triangulation, and methodological triangulation )  

• Data triangulation: writing memo, transcript, key informants, related 

governmental statistical data, policymakers, official staff, experts, and research 

participants 

• Investigator triangulation: multiple observers to record the behaviours of 

investigators, make sure of the agreement among investigators 

• Theory triangulation: Compare and contrast the data with others related theories 

on competition and resources advantage 

• Methodological triangulation: Compare with data from the quantitative research 

at Phase 1 

Establishing chain of evidence Setting the chain of evidence by using NVivo 

Have key informants review draft case study report Drafting case study report and submitting to a supervisor, researchers, policymaker 

at the local study site, presenting at the workshop 

Internal validity Do pattern matching Using NVivo to match the patterns 

Do explanation building Following the data collection and chain of evidence  

Addressing the explanation by interrogating data, checking data with other 

participants 

Use logic model Using NVivo to build up model 

External validity Using replication logic Using NVivo to articulate data and replication logic in different segments of the 

value chain 

Reliability Use case study protocol Developing a case study protocol 

Develop case study, database Using NVivo to manage the data base 
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3.7.2.3 Qualitative data analysis 

Data triangulation 

The thesis mainly employed data sources from interview and documentary data to conduct 

the data triangulation. Examples are given first, using previous studies and annual reports 

from communes to confirm/disconfirm the financial performance of smallholders or 

secondly, where views of different actors in the chain were compared. Such triangulation was 

conducted by using QSR NVivo 10 – a software package for storing data, coding, and 

developing themes to store and link multiple forms of data for analysis. The use of NVivo 10 

is to develop themes, categorising, abstracting to examine the causalities between resources, 

market orientation, innovation, competitive advantage, and financial performance.  

The process of data analysis 

In this thesis, the qualitative analysis was based on each individual case of the interview and 

across the cases (Stake 1995; Yin 2003). Steps in analysing qualitative data in this thesis were 

followed.  

• The preliminary step is familiarisation aiming to explore data through entirely 

scanning and skimming the transcripts and writing memos to form the ideas and 

themes 

• The second step is data coding conducted by segmenting and labeling the text. Data 

coding is based on a prior knowledge of market orientation, innovation, competitive 

advantage and performance to broadly categorise, then being used to label the data 

• The third step is checking the inter-coder agreement which is called Code verification  

• The fourth step is developing themes by the integration of similar codes and building 

narratives through the descriptions and themes,  
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• The last step is increasing the credibility of the result by cross-scale thematic 

analysis. During the process of qualitative data analysis, data triangulation was 

carried out through different sources of information, inter-coder agreement, and 

themes 

3.8 Thesis layout and citation style 

This thesis layout has followed the publication manual of the American Psychological 

Association (APA), 4th edn, American Psychological Association, Washington, DC. The 

Endnote Style used for citations and references was the sixth version of APA. 

3.9 Ethical considerations 

The latter part of this chapter discusses the ethical considerations of data collection and 

techniques of data analysis of the research. Ethical issues comprise informed consent, privacy 

and confidentiality, accuracy and integrity of data, ownership of data, and avoidance of 

deception. Given that the research topic was not overly sensitive or a political issue, there 

was no ethical issue emerging during the research procedure. The thesis was conducted in 

accordance with the ethical guidance of the Tasmania Social Sciences Human Research 

Ethics Committee, University of Tasmania, which was approved by the Research Integrity 

and Ethics Unit, and the Social Sciences Human Research Ethics Committee (Ethics Ref No: 

H0014675). The quantitative data collection and analysis in Phase 1 had been anonymised by 

the Provincial People’s Committee at the study site and participants in this process, so no 

known ethical issues emerged. In the phase of qualitative data collection, the interviewees 

were allocated pseudonyms for anonymity. In addition, the research process collected consent 

forms from the participants who provided the data. The consent form stated the permission to 

use digital recording during interviews, to transcribe the record and use interview data in the 
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research, and related future publications. The preliminary findings were validated with chain 

actors in a face-to-face discussion, and then approved in writing for inclusion. 

3.10 Conclusion 

This chapter has outlined the methodology and research design and situated the mixed 

research method. Based on the pragmatic methodological framework, key elements of the 

research process were outlined in the first section, which was followed by the outline of 

research design in the second section. Building on the discussion about the methodological 

section, the second section focused on the main components of sequential mixed method 

explanatory design. This comprised the process of data collection and employed technical 

analysis across two phases of the method design, which were combined when the two phases 

were completed. This chapter ended with some reflective thought and the consideration of the 

ethical issue of the thesis. The findings from Phases 1 and 2 are presented in Chapter 4, 

Chapter 5 and Chapter 6. The discussion of these findings is in Chapter 7. In Chapter 4, the 

quantitative analysis for each construct: market orientation, positional advantage and 

performance and the relationship among constructs are integrated and interpreted by the 

qualitative data. . In Chapter 5, a mixed method was applied to test the relationship between 

market orientation, innovation, and financial performance, which then validated by the 

qualitative data. The relationship between resources, innovation, competitive advantage, and 

financial performance is presented in chapter 6.  
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Chapter 4 Competitive Advantage of the Beef Cattle Value chain 

4.1. Introduction  

The goal of this chapter is to provide an understanding of how beef cattle value chain actors 

leverage their in/tangible resources to create the competitive advantage for the sake of 

achieving financial performance. There are around 360 of smallholders at Ea Kmut and Ea 

Da communes, however, some of them have changed into other activities or just started to 

conduct this type of production. Therefore, only 150 farmers were selected to interview. The 

major function of smallholders in the value chain was fattening and supplying beef cattle to 

commune and/or district collectors. Each smallholder has 3-4 head of beef cattle on average, 

which are tethered and managed by stall-feeding. Every day, the number of cattle are sold at 

these commune is approx. six cattle of which four cattle are sold to the commune collector 

and two are sold directly to the district collector. The average weight of cattle is approx. 

300kg to 350 kg and the price is around 32 million VND. 

 

 

Figure 4.1 Mapping the beef cattle value chain at study site 

There are 10 small-scale beef cattle collectors at Ea Da and Eak Mut communes, who can 

buy up to 10 beef cattle on a given marketing day and they have trade ties with affiliated 

district collectors. The live weight of collected beef cattle is 300kg – 350kg and they are then 

sold to Mr X- a district collector. If the cattle’s is not large enough, the commune collector 

will sell to the district slaughterhouse.  

Five collectors in the district are the mediators between beef cattle from the district and the 

beef market in Buon Me Thuot, however, this study only focuses on Mr X – a typical 
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collector at Ea Kar district, while the other four collectors only buy calves. Every day this 

collector can collect 6 to 8 cattle from commune collectors and 2 to 3 cattle direct from 

farmers.  This collector has a network with other commune collectors; therefore, he is able to 

source enough cattle every day. After collecting, cattle are transferred to two big abattoirs in 

Buon Me Thuot city named: Minh Long and Khanh Xuan. However, the district collector 

mostly provides cattle to Minh Long as they have a long partnership and the slaughterhouse 

is willing to pay a higher price for good quality cattle.  

Minh Long slaughterhouse was registered and established in 2008, and slaughters around 25 

cattle per day. Since 2014, the slaughterhouse has changed from traditional slaughtering to a 

more modern, hygienic process, which increases the quality of slaughtered cattle. 

Accordingly, the slaughterhouse can meet the requirements of customers, hence gaining more 

competitive edge and benefit from their business. Consequently, they have widened their 

scale from 15 to 40 cattle/ day. Once cattle have reached slaughter weight at 300-350 kg, they 

are slaughtered using a stunning system. The meat is then is delivered to wholesalers or by 

direct sales to retailers.  

There are about 40 wholesalers, who buy around 200 kg to 250 kg beef per day from Minh 

Long slaughterhouse and set the market price throughout the chain. These are established 

wholesale butchers, with good facilities at different markets in the city. They normally buy 

beef at slaughterhouses or the abattoir then deliver beef to the butchers with 35,000 VND 

delivery fee. Twenty per cent of beef at butchers was sold to customer and and 65% to 

retailers. The rest is delivered to restaurants and hotels.   

There are plenty of beef retailers in Buon Me Thuot city from the indoor market to street 

vendors including the corner shops, local market, wholesale (cum-retail) market, and the 

street vendors/pedestrian market. Each retailer buys around 60 to 80kg of beef per day from 

wholesalers, then supplies to customers (approx. 90%) and small food outlets (approx. 10%). 
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These actors have an essential role in determining the price of beef, but also provide market 

information about customers’ need, and other related information on competitors to 

wholesalers and other parties throughout the value chain.  

Several studies have identified the competitive process among firms as sequential steps 

“Resources - competitive advantage - performance” (Čater & Čater, 2009; Day & Wensley, 

1988; Ho et al., 2017b; Micheels & Gow, 2012). If a firm wants to create a position in the 

marketplace, it must possess certain resources which can then be converted into competitive 

advantage and generate superior performance (Hao, Guo, Wang, & Saran, 2014; Hult & 

Ketchen, 2001; Hunt & Lambe, 2000; Martin & Javalgi, 2016; Micheels & Gow, 2012). 

Some prior work has identified resources as intangible or tangible and their mutual 

interaction to enable firms’ competitive advantage. In particular, Davis and Simpson (2017) 

found the relationship between a human resource in creating strategic planning to achieve the 

competitive advantage. Market orientation is another type of resource, which has a significant 

effect on competitive advantage and mediates the relationship between market orientation 

and performance (Talaja, Miočević, Pavičić, & Alfirević, 2017). Despite the importance of 

this phenomenon, relatively few studies empirically establish the linkages between resources, 

competitive advantage, and financial performance in the agricultural industry of emerging 

markets (Ho et al., 2017b; Micheels & Gow, 2012; Saranga, George, Beine, & Arnold, 2018). 

This chapter is to identify the leveraging of beef cattle value chain actors’ resources to create 

the competitive advantage and financial performance in the Central Highlands of Vietnam. 

Using mixed method design, this chapter has developed a path model to explore the 

relationships between resources, competitive advantage, and financial performance, which 

are then explained by the data from qualitative interview. The chapter employed resource 

advantage theory (Chapter 2) developed by Hunt and Morgan (1995) to answer three research 

questions. The first  question askes “How do value chain actor resources affect the creation of 



176 
 

the competitive advantage of the beef cattle value chain?”. This results chapter will detail the 

following findings:  

• The test of hypothesis on relationship between resources and low-cost and 

differentiation strategy of beef cattle value chain actors at section 4.3.2 

• The qualitative explanation of resources- competitive advantage relationship at 

section 4.4.1 

The second question asks “How does market orientation create the competitive advantage of 

the beef cattle value chain?” which is answered by the following findings: 

• The test of hypothesis on relationship between market orientation including customer 

orientation, competitor orientation, and inter-functional coordination  and low-cost 

and differentiation strategy of beef cattle value chain actors at section 4.3.2 

• The effects of market orientation on competitive advantage at section 4.4.2  

The last question -“How does competitive advantage affect the financial performance of beef 

cattle value chain?” – is answered by the following findings 

• The tested hypothesis on competitive advantage and financial performance at section 

4.3.2 

• The qualitative explanation of competitive advantage – financial performance 

relationship at section 4.4.3 

The potential contribution from this chapter is the discussion and employment of the 

interactions of constructs: resources, market orientation, competitive advantage, and business 

performance in the context of the agricultural value chain in a developing country. This 

chapter is structured as follows: firstly, the literature on resource advantage, competitive 

advantage, and financial performance is briefly reviewed, which is followed by the 

theoretical model and hypotheses. The following sections describe the quantitative and 
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qualitative analyses. The final section discusses our findings. The next Chapter 5 focuses on 

the exploration of market orientation, and Chapter 6 concentrates on the innovation of the 

beef cattle value chain. 

4.2 Theoretical Conjecture  

The section briefly presents again the main constructs of resources, market orientation, 

competitive advantage, financial performance and their interaction mentioned in Chapter 2. 

This section firstly reviews the concepts, and then builds the hypothesis to test the 

relationship between constructs.  

4.2.1 Resources as the antecedents of a competitive advantage 

This thesis applied the resource advantage theory of Hunt and Morgan (1995) and Hunt 

(1997) to see how actors of the beef cattle value chain leverage the resource to create the 

positional advantage. Researchers within the classical resource-based school initially 

conducted the relationship between resources and competitive advantage (Wernerfelt, 1984). 

Since then, the term “resources” started becoming increasingly prevalent in strategic 

management studies as the condition to improve the competitive advantage of firms. Most of 

the studies indicate the positive relationship between resources and competitive advantage. In 

particular, Albrecht, Bakker, Gruman, Macey, and Saks (2015), Amarakoon et al. (2016) and 

Davis and Simpson (2017) indicate the positive effect of human resource management on the 

competitive advantage which identifies human resources as the key antecedent to drive the 

competitive advantage. Other types of resources have been found to have a positive effect on 

competitive advantage (Barney, 1991; Čater & Čater, 2009; Newbert, 2008). For instance, 

both financial resource and customer capital have a positive relationship with cost leadership 

advantage and differentiation advantage (Čater & Čater, 2009). In the agricultural sector, Ho 

et al. (2017b) and Micheels and Gow (2012) revealed the positive effect of resources on cost 
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leading and differentiation of beef production. This chapter is in line with other previous 

studies to construct the hypothesis that: 

H1a. Resources of the actor have a positive relationship with low-cost strategy of the beef 

cattle value chain in the Central Highlands of Vietnam 

H1b. Resources of the actor have a positive relationship with differentiation of the beef cattle 

value chain in the Central Highlands of Vietnam 

4.2.2 Market orientation and competitive advantage 

MO-competitive advantage relationship has been considered as the essential part of strategic 

marketing research. Since the seminal works of Kohli and Jaworski (1990) and Narver and 

Slater (1990), MO has been widely used to indicate the importance of market-oriented 

behaviour to achieve and sustain competitive advantage.  

The study of Zhou, Brown, and Dev (2009) indicated that the greater customer orientation 

firms have, the more firms are able to achieve competitive advantage through innovation and 

market differentiation.  

A customer orientation can enhance the competitive advantage in firms based on the 

differentiation. According to Porter (1985), based on the knowledge of customers’ desire, 

customer oriented firms can adjust their marketing mix to make their market offerings more 

appealing. Additionally, customer orientation aims to obtain the long-term customer 

satisfaction. Hence, customer oriented firms are encouraged to provide the offering products/ 

services to meet the desire of target customers (Slater & Narver, 1998). In particular, Zhou et 

al. (2009) and Langerak (2003) found that customer orientation positively relates to both 

innovation differentiation and market differentiation. Similarly, in the agricultural sector, Ho 

et al. (2017b) confirmed the positive relationship between customer orientation and 

differentiation – a dimension of competitive advantage.  
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Competitor orientation essentially concentrates on current and potential competitors, their 

alternative technologies, and understanding competitors’ long term and short term 

weaknesses, strengths and capabilities (Narver & Slater, 1990). Competitor-oriented firms 

combine an understanding of their advantages and disadvantages as well as those of their 

competitors to internalise or nullify competitors’ strengths by imitation or innovation, 

respectively (Li & Calantone, 1998). Therefore, competitor orientation affects the creation of 

competitive advantage through developing product innovation or imitating their competitors 

to reduce the high cost of innovation (Lukas & Ferrell, 2000). Empirically, the studies of 

Langerak (2003) and Ho et al. (2017b) indicate the significant effect of competitor orientation 

on competitive advantage. For this reason, this chapter hypothesises that: 

H2a: Competitor orientation is positively related to low-cost strategy of the beef cattle value 

chain  

H2b: Inter-functional coordination is positively related to low-cost strategy of the beef cattle 

value chain  

H2c: Customer orientation is positively related to low-cost strategy of the beef cattle value 

chain  

H2d: Competitor orientation is positively related to differentiation of the beef cattle value 

chain  

H2e: Inter-functional coordination is positively related to differentiation of the beef cattle 

value chain  

H2f: Customer orientation is positively related to differentiation of the beef cattle value chain  
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4.2.3 Competitive advantage and financial performance 

Existing research has well illustrated the competitive advantage – business performance 

relationship as competitive advantage provides the wherewithal for firms to outdo their 

competitors. Most studies indicate the positiveness of this relationship (Spanos & Lioukas 

2001; Morgan, Kaleka, & Katsikeas, 2004; Čater & Pučko, 2006). Firms need to pay 

attention to competitive advantage for their survival and for more profit as competitive 

advantage rises from created value to their customers, which then improves sales growth, 

customer growth and profit growth (Meutia & Ismail, 2012). This chapter hypothesises that: 

H3a: Low-cost strategy of the beef cattle value chain has a positive relationship with 

financial performance 

H3b: Differentiation of the beef cattle value chain has a positive relationship with financial 

performance 

 

 

Figure 4.1: The theoretical model of resources, market orientation, competitive advantage 

and business performance  

  

Customer 

orientation 

Competitor 

orientation 

Inter-

functional 

coordination 

Resources 

Low-cost 

Differentiation 

Financial 

performance 

H1 

H2 

H3 

H4 

H5 

H6 

H7 

H8 

H9 

H10 



181 
 

4.3. Results 

4.3.1 Construct reliability and validity 

At the commencement, exploratory data analysis (EDA) was applied to identify the out-of-

range values, missing values, outliers, and normality. The indicators of kurtosis and skewness 

were within the acceptable limits. With regards to reliability analysis, (Churchill, 1979) 

suggested that items which have low correlation with the scale should be dropped because 

they are not actually measuring the construct. Although the cut-off for low items-to-total 

correlations has not yet received agreement, several studies have suggested the cut-off for 

low items from 0.3-0.5 (see Hurley & Hult, 1998; Narver & Slater, 1990). In this chapter, the 

cut-off for low item-to-total correlation is 0.35 which was adopted from Delgado-Ballester 

(2004), Micheels and Gow (2012), and Ho et al. (2017b) 

The common method to test reliability is using Cronbach’s coefficient alpha. As shown in 

Table 4.1, most of the Cronbach alpha values are greater than 0.70, which confirms the 

outstanding consistency among items (Nunnally, 1978). The Cronbach alpha of financial 

performance is at 0.685, which is minimally acceptable for the context and nature of this 

study (Nunnally, 1978).  
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Table 4.1 Reliability of constructs 

 No of items Cronbach's alpha Loading factor AVE 

Customer orientation 4 0.70 0.68-0.75 0.5 

Competitor orientation 6 0.83 0.87-0.95 0.83 

Inter-functional 

coordination 

4 0.90 0.71-0.87 0.67 

Resources 5 0.80 0.61-0.82 0.5 

Low-cost 3 0.70 0.8-0.9 0.7 

Differentiation 4 0.70 0.68-0.75 0.5 

Financial performance 3 0.69 0.8-0.9 0.75 

Source: reproduced from Ho et al. (2017b) 

CFA was applied to validate the construct of the fill model (Ho et al., 2017b; Micheels & 

Gow, 2011, 2012). To assess the fitness of model, the indices tested were the goodness of fit 

index (GFI), the incremental fit index (IFI), the Tucker-Lewis index (TLI), the root mean 

squared error of approximation (RMSEA), and the chi-square index divided by degrees of 

freedom (CMIN/Df) (Schreiber, Nora, Stage, Barlow, & King, 2006). The result from CFA 

indicates the reasonable fit of data, which have GFI = 0.80, IFI = 0.90, TLI = 0.87, RMSEA 

= 0.09, and CMIN/df = 2.6. The Average Variance Extracted (AVE) from 0.5 to 0.83 is 

higher than the cut-off at 0.5, indicating the convergent validity; hence, all measured items in 

the model are statistically significant.  

Discriminant validity is to test whether or not the observed variables are measuring only one 

factor; hence, they do not have a high correlation with other latent variables. Fornell and 
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Larcker (1981) suggested that the discriminant validity is achieved when the diagonal entries 

(square roots of the average variance extracted) is greater than the off-diagonal entries 

(Pearson correlation) between latent variables. As Table 4.2 shows, the diagonal entries of 

customer orientation, competitor orientation, inter-functional coordination, resources, low-

cost, differentiation, and financial performance are higher than the off-diagonal entries; 

hence, the constructs achieve the discriminant validity.  

 

Table 4.2 Discriminant validity 

 1 2 3 4 5 6 7 

Customer orientation (1) 0.86       

Competitor orientation (2) 0.504** 0.91      

Inter-functional coordination (3) 0.441** 0.809** 0.87     

Resource (4) 0.369** 0.649** 0.569** 0.70    

Low-cost (5) 0.145** 0.271** 0.262** 0.171** 0.84   

Differentiation (6) 0.216** 0.424** 0.352** 0.275** 0.122** 0.70  

Financial performance (7) 0.061* 0.084* 0.085* 0.112** -0.009 0.037** 0.86 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

4.3.2 Testing hypotheses 

Structural equation model (SEM) was applied to test hypotheses by representing the causality 

between latent variables (Byrne, 2016). The result from SEM indicated that the data analysis 

has the goodness of fit with GFI = 0.982, IFI = 0.994, TLI = 0.980, RMSEA = 0.075, and 

CMIN/df = 2.06.  

As shown in Table 4.3, in the context of the beef cattle value chain in the Central Highlands of 

Vietnam, customer orientation, competitor orientation, and resources are significant 
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contributors (p < 0.05) to differentiation with beta = 0.29, beta = 0.218, and beta = 0.27, 

respectively. These results confirm H2f, H2d and H1b. However, they are not shown to 

significantly affect low-cost (p> 0.05), so H1a, H2a, and H2c are rejected. By contrast, inter-

functional coordination has a positive effect on low-cost (p < 0.05, beta = 0.3), while this 

construct has an insignificant relationship with differentiation.  

The differentiation of beef cattle value chain actors improves the financial performance. The 

result from SEM indicates that one unit increase in differentiation leads to 0.37 unit increase 

in financial performance; hence, hypothesis H3b is supported. By contrast, low-cost has a 

negative effect on financial performance, meaning that one unit increase in low-cost reduces 

0.15 unit of financial performance; therefore, H3a is rejected. These results indicate that 

within the context of the beef cattle value chain in the Central Highlands of Vietnam, 

customer orientation, competitor orientation, and resources are important determinants of 

differentiation, which then lead to improving the financial performance of the chain. That is, 

as beef cattle value chain actors look to improve their competitive advantage vis-à-vis their 

rivals, they need to increase in resource, customer, and competitor-oriented behaviours to 

achieve the differentiation and financial performance.  
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Table 4.3 Regression Weights 

   

Standardised 

Estimate 

S.E. C.R. P Label 

Low-cost <--- Resource -.166 .090 -1.463 .144 Reject H1a 

Differentiation <--- Resource .267 .078 3.843 *** Support H1b 

Low-cost <--- Competitor orientation .112 .063 .754 .451 Reject H2a 

Low-cost <--- Inter-functional coordination .327 .080 2.392 .017 Support H2b 

Low-cost <--- Customer orientation .170 .112 .899 .369 Reject H2c 

Differentiation <--- Competitor orientation .218 .055 2.396 .017 Support H2d 

Differentiation <--- Inter-functional coordination .134 .069 1.603 .109 Reject H2e 

Differentiation <--- Customer orientation .290 .097 2.507 .012 Support H2f 

Financial performance <--- Low-cost -.152 .086 -2.095 .036 Reject H3a 

Financial performance <--- Differentiation .378 .061 5.214 *** Support H3b 
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4.4. Qualitative Analysis 

4.4.1 Resources effect on the creation of the competitive advantage of beef cattle value 

chain 

The result from quantitative analysis indicated that value chain actors’ resources affect 

significantly the differentiation of beef value chain competitive advantage, whereas these 

resources have no significant effect on low-cost strategy. The reasons are value chain actors 

attempt to leverage their resources to create the differentiation for their beef cattle product, 

while low-cost strategy is probably fixed, hence any reduction in cost leads to the low quality 

of the product.  

Mr X, a smallholder at Ea Kar district, stated that: 

“… Our experience in beef cattle production and good condition for forage 

cultivation are the pre-condition to make the differentiation for our beef cattle 

product. Since we can access the knowledge and information from extensionists and 

other researchers from Tay Nguyen University, we have more experience in designing 

cattle shed, cattle management such as early weaning, regulated feeding, and 

vaccination; our cattle have good appearance compared to another area. For this 

reason, we could have the premium price for our cattle. Moreover, most of the 

farmers in this commune have enough money for reproduction and new technique 

investment, let’s say they are willing to pay money for new breeds and investing in the 

cattle sheds and other facilities to get the good cattle…” 

Similarly, Mr Y, a smallholder in Ea Kar district, mentioned that 

“… Our land profile in Ea Kar is quite different from other areas, which is suitable 

for forage cultivation. This is the important fodder for cattle, which can increase the 
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live weight and the appearance of cattle. Accordingly, we can have a better price 

from selling cattle compared to other areas…” 

The relationship between resource and differentiation at the smallholder level embedded by 

the leveraging of experience, financial, land resource into beef cattle appearance is compared 

to another area. While for other parties of the chain, the differentiation focuses on quality of 

beef and the supply of a broad range of beef products.  

Mr L, the owner of the slaughterhouse in Buon Me Thuot City, stated that 

“…we always attempt to use our resource to create the differentiation in terms of 

quality and rice for our beef product. Based on our financial resource, we invested 

around one billion VND (around 50,000 USD) to renovate the slaughtering system in 

2014. The slaughterhouse was renovated by “National animal welfare standards for 

livestock processing establishments” and certified by the Australian Meat Industry 

Council. The employment of a stunning system instead of conventional slaughtering 

improved the quality of beef. Besides, we also equipped the meat transport 

refrigerated small truck to ensure beef quality. Because our abattoir is near the 

markets in the city, we have not spent much money on delivery costs, that is why our 

beef selling price is always 10,000 VND (0.5 USD) lower than other slaughterhouses. 

Moreover, I set up and have had this slaughterhouse since 2008, and I myself have 

certifications and degrees in hygiene and sanitation for slaughtering beef cattle, then 

I applied all the acquired knowledge and experience to my job for the better quality of 

beef…” 

Obviously, due to the financial resource and human resource, this abattoir creates the 

differentiation for their beef product compared to others, leading to the superior performance 

of this business. For two other parties of the chain including wholesalers and retailers, the 
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resources affecting the differentiation mainly focus on the experience and network. In 

particular, the relationship with customers helps wholesalers and retailers to offer a broad 

range of beef products and set price above the market price for beef, while the experience 

supports them to select the quality of beef. Mrs R, a retailer at a market in Buon Me Thuot, 

stated that 

“…as I usually contact the customer, and we have set up this relationship for a long 

time, so I recognised that different customers require different types of beef, that is 

why I always offer a broad range of beef to meet their needs. Moreover, I have 

conducted this business for more than 15 years, so I can identify and select the good 

beef with colour, succulence, and other related appearances. For these reasons, I can 

offer the quality of beef to customers.  

The above interpretations have provided the evidence for the positive relationship between 

resources of value chain actors to differentiation – a dimension of competitive advantage. 

However, there is no significant relationship between these resources and low-cost strategy. 

There are reasons for this, of which most of the interviewees mentioned that, the cost of the 

beef cattle business is fixed. If they try to reduce the cost, it may cause a reduction in the 

quality of beef.  

4.4.2 Market orientation’s effects on the creation of the competitive advantage of the 

beef cattle value chain 

The stage of the quantitative analysis indicated that market orientation has a significant 

relationship with a competitive advantage. In particular, customer orientation and competitor 

orientation have a positive effect on differentiation, while inter-functional coordination 

significantly affects a low-cost strategy of the beef cattle value chain (See Table 4.4), whereas 

the competitor orientation and customer orientation have no significant effect on low-cost 
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strategy. This confirms that in the context of the beef cattle value chain in the Central 

Highlands of Vietnam, the competitive advantage mainly focuses on the differentiation of 

product.  
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Table 4.4 The relationship between market orientation and competitive advantage 

 Customer orientation – Differentiation Competitor orientation - Differentiation Inter-functional coordination – low cost 

Smallholders • Closely contact the collectors to recognise their needs, then 

supply the cattle of good appearance to them  

• Understand the benefit of collectors received when they buy 

such cattle from smallholders 

• Understand the cattle management 

of competitors, then learn from 

them and combine with local 

conditions to produce good cattle 

• Contact and negotiate the price with 

collectors three days in advance to 

discuss the transportation method, 

which can reduce the cost of beef 

cattle collection 

Collectors • Contact and understand the requirement of other parties 

further down the chain, then supply good quality of cattle 

• Be aware of the benefits other parties receive when they buy 

cattle from Ea Kar 

• Understand the competitor 

business, focusing on cattle for beef 

only, while the competitors are 

collecting both calves and cattle 

• Contact with smallholder, and district 

collector to fix the time for pickup of 

cattle, which can save the cost of 

delivery  

Slaughterhouses • Anticipate the needs of wholesalers, then offer a broad range 

of beef with parity price and high quality 

• Think about the benefit that customers receive from my beef; 

then I offer the quality beef to market 

• Close contact with the wholesaler to recognise the monthly 

change of beef demand, then provide the good quantity and 

quality beef to wholesalers 

• Collecting and tracking the 

business activities of other 

slaughterhouses, then provide the 

higher quality of beef with parity 

price to market 

• Upgrading the facilities to produce 

the high quality of slaughtering for 

beef 

• Making a contract with district 

collector to transport cattle from 

district to slaughterhouse to reduce 

the cost of renting 

• Setting the abattoir nearly markets 

to save the cost of delivery  

Wholesalers 

and retailers 

• Daily contact with retailers and customers to recognise their 

needs, then supply the broad range of beef with high quality 

• Understand the benefit of customers and retailers when they 

buy quality beef from this butcher 

• Project the change in market demand in different months, then 

set the price based on three conditions: the cost of beef, 

market needs, and the prices of other competitors 

• Tracking competitors’ butchers, 

then differentiate my own business: 

upgrade the storage for hygiene and 

sanitation, delivery services, supply 

good beef quality, set price to 

compare to competitors 

• Setting up butchers next to the 

market, to facilitate saving the cost 

of delivery 
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4.4.3 Competitive  advantage effect on the financial performance of a beef cattle value 

chain 

Between two dimensions of competitive advantage, differentiation has a positive relationship 

with financial performance, whereas low-cost has a negative effect on this performance. In 

particular, one increasing unit in differentiation leads to 0.378 increasing unit in financial 

performance. By contrast, one unit of cost saved leads to the reduction of 0.152 unit of 

financial performance. According to the interviewees, the cost of cattle production mainly 

focuses on breeding, feed concentrate, and another related cost of vets such as parasite 

treatment and vaccination. If these costs are reduced by neglecting to perform these 

procedures, the quality of cattle is reduced leading to the reduction of financial performance. 

For this reason, the improvement of financial performance in the beef cattle value chain 

ignores the strategy of low-cost. Mr X, a smallholder in Ea Kar district, stated that: 

“…in beef cattle production, I mainly spend money on breeding, concentrate, 

renovation of cattle sheds, and vaccination. The fluctuation of this cost is based on the 

number of cattle, so I cannot increase the scale with the same cost or reduce cost with 

the same number of cattle. If I do so, the quality of beef cattle is reduced, and then I 

cannot sell at the premium price…” 

It is likely, at another stage of the chain, the cost of the beef cattle business mainly 

concentrates on fixed cost such as slaughterhouse renovation and beef store building, while 

the cost of delivery does not incur the high proportion in total cost; hence, the reduction of 

cost may lead to the reduction of beef quality. Mr L, the owner of the slaughterhouse in Buon 

Me Thuot City, stated that  

 “… The cost of beef business is parallel with scale of business. This means that we 

estimate the number of cattle which come to this slaughterhouse, then design the scale 
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of the slaughterhouse. If we increase the number of cattle, the slaughterhouse cannot 

maintain its standards, meaning a reduction in beef quality. On the other hand, we 

cannot save the cost; the quality of beef is down as well. The best way to effectively 

save cost is a self-equipped truck for cattle transportation, so I can save money from 

truck rental…”  

Obviously, low-cost strategy has not been considered as the way to increase the financial 

performance, whereas most of the beef cattle value chain actors stated that the competitive 

advantage is through differentiation. According to interviewees’ perspective, the 

differentiation supports enhancement of the financial performance as it helps to sell beef at a 

premium price or sell more beef at parity price. This leads to an increase of the return 

compared to investment on production and marketing, which satisfies the value chain actors’ 

expectations. In particular, most of the smallholders stated that they are satisfied with the 

performance of the beef cattle business last year; their perceived return was higher than their 

production and marketing investment. Mr X, a smallholder at Ea Kar district, explains the 

reason for this: 

“…Our cattle are considered to have good appearance such as good cross-breed, 

good weight (approx. 300- 350kg), and high carcass yield, compared to other cattle 

from different districts and nearby provinces; therefore the collectors are willing to 

pay the premium price to us. For this reason, the yearly income from beef cattle 

increases gradually that meets our expectation on this business activity…” 

It is unlikely that the return of slaughterhouse, wholesalers, and retailers does not come from 

the premium price, but from the higher amount of beef consumed per day by wholesalers and 

retailers. In particular, Mr L, the owner of a slaughterhouse in Buon Me Thuot stated that: 
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…Since we have applied the stunning system in slaughtering cattle, we have also 

selected good cattle from the collectors; the quality of beef is better than other 

slaughterhouses in this province. That is why we have more customers, which 

increases the daily return for our slaughterhouses. The daily sales of our 

slaughterhouse now are around 5 million VND (250 USD), increasing by 50% 

compared to the previous years. This return satisfies our investment in production 

and related marketing cost  ... 

4.5 Summary of findings 

In short, the study found resources enhanced the differentiation strategy of beef cattle value 

chain actors (beta = 0.267, p <0.05), while these resources have an insignificant effect on 

low-cost strategy. Two out of three dimensions of market orientation: customer and 

competitor orientation positively were leveraged to creating the differentiation of beef cattle 

value chain actor with beta =0.29 and beta = 0.218, respectively, by contrast, the third 

dimension, inter-functional coordination, significantly related to low-cost strategy ( beta = 

0.327, p<0.05). The last finding indicated that differentiation has a positive relationship with 

financial performance, while low-cost negatively effects on this construct.  

4.6 Discussion 

Based on the tenets of resource advantage theory, the objective of this chapter was to add to 

the body of knowledge of how beef cattle value chain actors leverage their (in) tangible 

resources to create the competitive advantage for the sake of achieving financial 

performance. In this study, competitive advantage in both basic forms, low-cost and 

differentiation, is conceived as the mediation of the relationship between company resources 

and performance. This study offers novel insights and suggests that: 1) Two dimensions of 

market orientation: inter-functional coordination and customer orientation positively affect 
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low-cost and differentiation of the beef cattle value chain, respectively; and 2) competitive 

advantage through differentiation has a positive relationship with financial performance. The 

findings of this study contribute both to the strategic marketing and management literatures 

and empirical studies of agricultural value chains in emerging countries.  

Market orientation and competitive advantage 

A wealth of strategic marketing literature indicates the positive and direct effects of market 

orientation on firm performance (Ellis, 2006; Jaworski & Kohli, 1993; Kirca, Jayachandran, 

& Bearden, 2005; Micheels & Gow, 2008, 2012; Narver & Slater, 1990), while the literature 

of strategic management has also identified market orientation as one of the four strategic 

orientations in combination with entrepreneurship, innovativeness, and organisational 

learning which create the competitive advantage (Hult & Ketchen, 2001). The findings add to 

the literature on market orientation by revealing the effect of this construct on performance. 

In other words, competitive advantage mediates the market orientation-performance 

relationship in the case of the beef cattle value chain (Hau et al., 2013; Langerak, 2003; 

O'Cass & Ngo, 2011). The result suggests that customer orientation and competitor 

orientation seem to be the dominant factors responsible for achieving the competitive 

advantage through differentiation in the beef cattle value chain.  However, the way to create 

the differentiation was not similar among value chain actors. Since the smallholders and 

collectors interact frequently with actors further down the beef cattle value chain, they 

recognized their needs and requirements, which then were applied to improve the appearance 

and quality of beef cattle. By contrast, slaughterhouses, wholesalers, and retailers leverage 

their customer relations to diverse their products, resulting in offerings of a broad range of 

beef with parity price and high quality. Moreover, smallholders applied what they have 

learned from competitors to improve technical issues in beef cattle production, so that they 

can improve their production performance, while other actors upgraded their facilities to 
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produce the hygiene and quality of beef compared to their competitors. In short,  knowledge 

and understanding of customer and competitor appear to be a better choice for value chain 

actors to create the differentiation to outperform their competitors (Ho et al., 2017b).  

Resources and financial performance 

The findings are inconsistent with other researchers such as Ho et al. (2017b), Micheels and 

Gow (2012), and Čater and Čater (2009) who similarly found the positive relationship 

between resources and two basic forms of competitive advantage: differentiation and cost 

leadership. This study, however, does not distinguish between intangible and tangible 

resource: scale items for measuring “resources” which cover the meaning of human, physical, 

financial, social and informational resources. The path coefficient indicates that resources 

have no significant effect on low-cost of competitive advantage; therefore, this study agrees 

with Ho et al. (2017b) that resources are unable to be leveraged to create the cost leadership 

of the beef cattle value chain. By contrast, resources are transformed into differentiation. This 

means that beef cattle value actors accumulate resources to invest some of these resources in 

their distinctive capabilities, which then make their business differentiated vis-à-vis their 

competitors. 

Competitive advantage and financial performance 

The results support findings and propositions of other studies (Čater & Čater, 2009; Ho et al., 

2017b; Micheels & Gow, 2012; Morgan et al., 2004) about the positive relationship between 

competitive advantage and financial performance. Achieving superior performance to their 

competitors, therefore, does pay. Beef cattle value chain actors are more successful if they 

create the differentiation of themselves from their rivals; by contrast, low-cost has not been 

considered with the strategy to improve financial performance. In this case, value chain 

actors could not offer a parity product with lower cost compared with their competitors. 
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These findings are in line with other previous studies when they indicate the efficiency of 

differentiation compared to cost-leadership advantage, i.e. differentiation has a greater impact 

on business performance than the cost advantage (Ho et al., 2017b).  
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Chapter 5 Market Orientation of the Beef Cattle Value Chain  

 

5.1 Introduction 

Chapter 5 aims to address the two research questions (1) How does market orientation affect 

the innovation of the beef cattle value chain?; (2) How does innovation affect the financial 

performance of the beef cattle value chain? The first three research questions were presented 

in Chapter 4, which focuses on the relationship between constructs: market orientation, 

resources, competitive advantage and financial performance, and the other two research 

questions are in Chapter 6, looking at the interaction among resources, innovation, and 

financial performance.  

This chapter focuses on the relationship between market orientation – innovation – financial 

performances – being considered as the key to achieving the market share or profitability 

through determining market needs and then effectively and efficiently delivering the desired 

product/service compared to competitors. Market-oriented firms are assumed to be superior 

in market sensing and relationship with customers, which support them to have a better 

financial performance compared to low market-oriented ones (Day, 1994). Due to its appeal, 

the linkage between market orientation, innovation, and business performance has been 

examined empirically by numerous studies (Ho et al., 2017a; Johnson, Dibrell, & Hansen, 

2009; Micheels & Gow, 2008, 2011; Zhang, Wu, & Cui, 2015). 

The fact that there are few studies supporting the market orientation and profitability 

relationship may imply that market orientation – business performance is an indirect 

relationship. In this vein, Han et al. (1998) stated that market orientation is likely to be 

innovation, which then leads to obtaining superior performance. This argument is consistent 

with Narver and Slater (1990) when they stated that market-oriented firms own the superior 



198 
 

market sensing and customer relationship, which lead to innovate to deliver the superior 

value for target customers. The literature on market orientation, innovation, and business 

performance has revealed some limitations. Despite hundreds of papers on relevant issues 

during the last 20 years, there are few studies focusing on the long-term effect of market 

orientation on business performance (Kumar, Jones, Venkatesan, & Leone, 2011). Merely 

focusing on customers’ needs and competitors’ performance may not guarantee the creation 

of innovation. Understanding and knowledge of customer and competitor are important, but 

transforming those into innovation may require collaboration and coordination among 

different units in the organisation (Ozkaya et al., 2015). Despite the application of market 

orientation, innovation, and business performance in different studies on large-scale industry 

and manufacturing, few studies have directly tested the hypothesised relationship in 

agricultural and food sector (Johnson et al., 2009) and in a case of agricultural value chain in 

an emerging country (Ho et al., 2017a), while agricultural firms have been moving away 

from the commodity market to develop the innovation for the sake of delivering value-based 

differentiated products/services for their customers (Micheels & Gow, 2011).  

The purpose of this chapter is to identify the relationship between market orientation, 

innovation, and financial performance of the beef cattle value chain in the Central Highlands 

of Vietnam. The study employed sequential mixed method design to do a survey of the beef 

cattle value chain actors, and then interview to provide the validation to explain the 

quantitative data. A model is devised and tested that examines these relationships in general, 

which are then explained by the text data from the qualitative phase. Findings of the first 

research question on “How does market orientation affect the innovation of the beef cattle 

value chain?” are 
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• The tested hypotheses on the relationship between market orientation and innovation 

are at section 5.3.3 

• The qualitative explanation of market orientation-innovation relationship at section 

5.4.1 

The second research question asks “How does innovation affect the financial performance of 

the beef cattle value chain?”, which is answered by the following findings 

• The result of hypothesis testing on innovation-financial performance relationship is at 

section 5.3.3 

• The qualitative validity of the relationship between innovation and financial 

performance is presented at section 5.4.2 

The structure of this chapter comprises four sections. The first section is an introduction 

encompassing the research gap and the objective of the chapter; the brief of the literature 

review is presented in section two focusing on the building of hypotheses; section three 

focuses on qualitative analysis to interpret the relationship among constructs in quantitative 

analysis, and the last section draws discussion.  

5.2 Hypotheses Construct 

This section briefly re-introduces the theoretical background, which was mentioned in 

Chapter 2 on the main constructs underlying the models tested in this chapter: resources, 

innovation, low-cost, differentiation, and financial performance. Accordingly, this section 

reviews the literature on the relationship between those constructs, then provides the 

hypotheses to test this relationship in the context of a developing country.  
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5.2.1 Market orientation and innovation 

The so-called market-oriented firms mean their commitment is to create the superior value 

for their target customers by understanding customers’ requirements (Narver & Slater, 1990). 

The continuous contact with customers will help the firms to recognise the changes in 

customers’ needs, which can create the innovativeness from the ever-changing marketplace 

(Deshpandé & Farley, 2004; Deshpandé et al., 1993). Market orientation comprising 

customer orientation, competitor orientation, and inter-functional coordination, has been 

reviewed in relation to innovation concept. In particular, the employment of market 

orientation sets up the long-term relationship with customers and responsiveness with 

customers’ needs to create the competitive advantage and long-term superior performance 

(Narver & Slater, 1990). This process identifies the customer needs and translates them into 

creative product ideas. Moreover, market-oriented firms enhance the benchmarking against 

their competitors, seek the differentiation and generate the novel offering to outperform 

competitors (Han et al., 1998). Market orientation supports the close cooperation and 

coordination among the members or units in the organisations in response to the market 

intelligence (Kohli & Jaworski, 1990; Song et al., 2015). In other words, the inter-functional 

coordination creates the open climate in the organisations, which enables a new and/or 

different perspective leading to the generation of innovative ideas (Grinstein, 2008; Wei & 

Atuahene-Gima, 2009). The study of Lukas and Ferrell (2000) on market orientation and 

product innovation indicates that customer orientation commercialises the new products, 

competitor orientation reduces the launching of new product extension and lines, and inter-

functional coordination enables commercialisation of the new line product extensions. 

Similarly, Ozkaya et al. (2015) indicate the transmutation of customer and competitor 

orientation into the market-based innovation. The relationship between these two concepts is 

illustrated in Table 5.1.  
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Table 5.1 A summary of studies on the interaction between market orientation and innovation 

Author Research context  

Findings 

Verhees & Meulenberg 

(2004) 

Rose producers Customer intelligence has a positive 

relationship with product innovation  

Zhou et al. (2005) and 

Li, Liu, and Zhao 

(2006) and Naidoo 

(2010) 

China Market orientation positively affects the 

technology-based innovation, whereas it 

negatively influences market-based 

innovation 

Augusto and Coelho 

(2009) 

Small firms in 

Portugal 

Market orientation drove New-to-the-world 

product  

Johnson et al. (2009) Food processing 

companies 

Innovation partly mediates the market 

orientation- performance relationship 

Dibrell, Craig, and 

Hansen (2011) 

Food processing 

industry in the US 

Market orientation is positively related to 

innovation 

Ahimbisibwe, Ntayi, 

and Ngoma (2013) 

Fruit exporting in 

Uganda 

Market orientation provides the intelligence 

and information to enhance the 

innovativeness 

Huhtala, Sihvonen, 

Frösén, Jaakkola, and 

Tikkanen (2014) 

National survey in 

Finland  

The relationship between customer 

orientation and business performance was 

mediated by innovation 

Leal-Rodríguez, 

Roldán, and Ortega 

Gutiérrez (2015) 

Spanish automotive 

components 

manufacturing sector 

Market orientation is the antecedent of 

innovation, which mediates the relationship 

between market orientation and performance 

Ozkaya et al. (2015) Chinese and US 

firms 

Market-based innovation mediates the 

relationship between customer and 

competitor orientation and business 

performance  

Ramachandran and 

Badrinarayanan (2016) 

Data collection from 

CEO and top 

manager 

Market orientation flourishes the 

exploratory and exploitative innovation  

Alimehmeti and Prifti 

(2017) 

99 companies in 

Albania 

Responsiveness- a dimension of market 

orientation is a good determinant of 

innovation 

Khanh et al. (2017a) Agricultural value 

chain in Vietnam 

Customer and inter-functional coordination 

positively affect to the innovation of the 

value chain 
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However, a substantial study gave the evidence that market orientation does always enhance 

the innovation. Aldas-Manzano et al. (2005) found that there is an insignificant relationship 

between market orientation and product, process and strategic innovation. Accordingly, they 

conclude that market orientation – innovation relationship is not always synonymous. 

Differently, Song et al. (2015) found that the strength of market orientation- innovation 

relationship may be varied which is affected by the structure of ownership. For instance, the 

market orientation in state ownership has adverse effect on the performance of innovation. 

Additionally, Ho et al. (2017a) and Johnson et al. (2009) indicate that there is no significant 

relationship between competitor orientation and innovation.  

In the agricultural sector, Slater and Narver (1994) found a positive relationship between 

market orientation and business performance in the case of forest product companies. Similar 

empirical studies displayed the relationship between market orientation and innovation in 

food processing (Johnson et al., 2009; Newman, Prajogo, & Atherton, 2016), beef cattle 

business (Ho et al., 2017a; Micheels & Gow, 2008, 2011), rose production (Verhees & 

Meulenberg, 2004). Accordingly, this chapter’s hypotheses are: 

H4a: Customer orientation has a positive relationship with innovation in the beef cattle value 

chain in the Central Highlands of Vietnam 

H4b: Competitor orientation has a positive relationship with innovation in the beef cattle 

value chain in the Central Highlands of Vietnam 

H4c: Inter-functional coordination has a positive relationship with innovation in the beef 

cattle value chain in the Central Highlands of Vietnam 

5.2.2 Innovation and business performance 
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To augment the debate on innovation and business performance, this section briefly reviews 

this relation, which has been well established in numerous studies over the decades. The 

literature review confirms that innovation is significantly related to business performance 

(Damanpour & Evan, 1984; Gronum, Verreynne, & Kastelle, 2012; Kleinschmidt & Cooper, 

1991; Rosenbusch, Brinckmann, & Bausch, 2011; Terziovski, 2010; Yeh-Yun & Yi-Ching, 

2007). Some of the evidence about this relationship has been reviewed. In particular, the 

studies have shown that innovation supports more economic profit than non-innovation 

(Damanpour, 1996; Love, Roper, & Du, 2009). All types of innovation such as product, 

service, technical, process and marketing innovation have enhanced both non-financial and 

financial business performance in terms of sales growth, profitability, and marketing (Najib 

& Kiminami, 2011). Innovation enhances the competitiveness and transforms into 

capabilities of firms, leading to the support of performance (Gronum et al., 2012; Gunday, 

Ulusoy, Kilic, & Alpkan, 2011) 

While the theoretical framework examined the positive relationship between innovation and 

performance, literature also reviews the negative effects resulting from innovation. For 

instance, Li and Atuahene-Gima (2001) indicated that the adoption of innovation in 

organisations could cause resistance. Moreover, innovation, which is also considered as a 

risky undertaking (Li & Atuahene-Gima, 2001), requires substantial resources and 

capabilities to implement, hence it can cause the loss of assets if innovation is not successful 

(Anokhin & Schulze, 2009; Droge, Calantone, & Harmancioglu, 2008; Junkunc, 2007; 

Rajesh & Anju, 2009; Thornhill, 2006). Additionally, innovation is not always a panacea, not 

leading to create better sales (Yeh-Yun Lin & Yi-Ching Chen, 2007). Alternatively, Micheels 

and Gow (2012) indicated that innovation has an insignificant effect on financial 

performance.  
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This consideration suggests that the contextual factor additionally affects the relationship 

between innovation and business performance which may cause negative or positive 

consequences (Rosenbusch et al., 2011). However, the chapter supposes that the positive 

effects of innovation on business performance outdo the negative ones; hence it hypothesises 

that 

H 5: Innovation of the beef cattle value chain is positively related to financial performance 

5.2.3 Market orientation and business performance 

According to Jaworski and Kohli (1996), the consequences of market orientation include 

financial performance, customer consequences, employee consequences, and innovation 

performance. Among those consequences, the marketing literature has well documented the 

positive effect of market orientation on business performance (Huhtala et al., 2014; Liao, 

Chang, Wu, & Katrichis, 2011; Morgan et al.,2009). In essence, those studies posit that 

market orientation assists firms to achieve the market sensing – better understanding about 

the external market (Piercy, 2008), and customer linking capability which supports to 

improve organisational performance (Day, 1994; Hult & Ketchen, 2001). The study by Kirca 

et al. (2005) indicated that market orientation affects business performance through 

innovativeness, customer loyalty and quality. Baker and Sinkula (2009) and Adam and 

Syahputra (2016) found that market orientation is positively related to financial performance 

in small business. In the agricultural sector, Verhees and Meulenberg (2004) and Micheels 

and Gow (2008, 2011) and Johnson et al. (2009) concluded that market orientation enhances 

the business performance as it generates customer and competitor knowledge and 

information, which then disseminate across the units in firms for the sake of formulating 

competitive strategies to achieve the superior performance. This chapter hypothesises that: 
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H6. There will be a positive relationship between customer orientation and business 

performance. 

H7. There will be a positive relationship between competitor orientation and business 

performance 

H8. There will be a positive relationship between inter-functional coordination and business 

performance 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5.1. Hypothesized Model 

5.3 Results 

5.3.1 Reliability  

Reliability analysis was applied to test the internal consistency among the scale items. The 

result from Table 5.2 indicated that Cronbach’s alpha of constructs: competitor orientation, 

inter-functional coordination, and innovation is greater than 0.7, revealing the consistency 

among the items (Nunnally, 1978). Cronbach’s alpha of customer orientation and financial 

H5 
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Innovation 

Financial chain 

performance 

H1 

H2 

H3 

H4 

H6 

H7 



206 
 

performance is 0.7, which is acceptable for further statistical analysis. According to Delgado-

Ballester (2004), the process of reliability analysis removed items, which have item-to-total 

correlation below 0.35; therefore, two items from financial performance measurement were 

eliminated from this process.  

Table 5.2 Reliability and Validity of items 

 

Measurement Mean 
No of 

items 

Cronbach 

alpha 
Loading AVE 

Customer orientation 2.2 4 0.70 0.75-0.86 0.67 

Competitor orientation 1.9 6 0.90 0.88-0.90 0.80 

Inter-functional coordination 2.3 4 0.90 0.88-0.90 0.80 

Innovation 1.7 4 0.80 0.70-0.87 0.60 

Financial chain performance 2.7 3 0.69 0.70-0.77 0.55 

 

5.3.2 Construct validity 

Construct validity is based on convergent validity and discriminant validity (Peter, 1981). 

The convergent validity by confirmatory factor analysis (CFA) contained the 21 items 

pertaining to customer orientation, competitor orientation, inter-functional coordination, 

innovation, and financial performance.  

The indices of fixed model assessment were applied such as GFI, IFI, and TLI, RMSEA and 

CMIN/(Df). The result indicated that goodness of fit index (GFI) is lower than the 

recommended 0.9, however, this index is acceptable in a small sample size (Gerbing & 

Anderson, 1992). The incremental fit indices such as IFI and TLI are the primary indices 

applied to assess the fitness of model in the case of small sample size. The result shows that 

all these indices (IFI = 0.93, TLI = 0.90) are at or above the threshold value of 0.90. The 
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Parsimonious Fit Measure CMIN/df = 2.3 is acceptable compared to the recommended 

threshold of 2.0, and the RMSEA is at the recommended 0.08 level. The AVE from 0.55 to 

0.80 is over the cut-off at 0.5, which indicates the convergent validity.  

Discriminant validity was also employed to test if variables measured only one factor, and 

therefore these variables did not have a high correlation with other latent variables from other 

factors. Fornell and Larcker (1981) identified the discriminant validity by comparing the 

square root of AVE and correlation with other latent constructs. Table 5.3 shows that 

diagonal entries - the square root of the AVE from customer orientation, competitor 

orientation, inter-functional coordination, innovation, and financial performance are greater 

than the off-diagonal entries - the Pearson correlations between latent variables; therefore, the 

result achieves the degree of discriminant validity.  

Together with the reliability, the construct validity, which is revealed by convergent validity 

and discriminant validity, provided the evidence of the validity of scale items in this study, 

which can be used to generate the structural equation model in the next section.  

Table 5.3 Discriminant validity 

   1  2 3 4 5 

Customer orientation (1) 0.82     
Competitor orientation (2) 0.80 0.89    
Inter-functional coordination (3) 0.81 0.83 0.89   
Innovation (4) 0.79 0.72 0.80 0.87  
Financial chain performance (5) 0.28 0.17 0.15 0.23 0.74 

 

5.3.3 Testing hypotheses 

Hypotheses 4a to 8 were tested using a structural equation model (Table 5.4). The analysis 

seems to reasonably fit the data (GFI = 0.84; IFI = 0.93; TLI = 0.9; CMIN/df = 2.3; RMSEA 

= 0.08). Unfortunately, the GFI and RMSEA have not met the typical threshold of GFI at 0.9 
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level and a cut-off point of RMSEA at less than 0.08. However, other researchers stated that 

in the case of sample size, the indices of GFI and RMSEA do not perfectly fit due to the 

effect of power or the Type I error rate (Gerbing & Anderson, 1992; Nevitt & Hancock, 

2004). 

Table 5.4 Regression Weights 

   Estimate S.E. C.R. P 

Innovation <--- Customer orientation (H4a) .490 .377 2.037 .042 

Innovation <--- Competitor orientation (H4b) -.361 .193 -1.177 .239 

Innovation 
<--- 

Inter-functional coordination 

(H4c) 
.726 .299 2.580 .010 

Financial performance <--- Customer orientation (H6) .355 .373 1.140 .254 

Financial performance <--- Competitor orientation (H7) .121 .174 .335 .737 

Financial performance <--- Inter-functional coordination (H8) -.541 .321 -1.368 .171 

Financial 

performance 
<--- Innovation (H5) .349 .154 1.730 .044 

 

H1-H3 indicated the relationship between innovation and construct of market orientation: 

customer orientation, competitor orientation, and inter-functional coordination. The data 

show that developing customer orientation and inter-functional coordination is essential if 

beef cattle value chain actors wish to find innovations for their business (H4a; beta = 0.49, 

H4c; beta = 0.73, respectively). However, in the case of the beef cattle value chain in the 

Central Highlands of Vietnam, competitor orientation has an insignificant effect on 

innovation (p> 0.05).  

The results provide no support for H6, H7, H8, as the effect of customer orientation, 

competitor orientation, and inter-functional coordination on financial performance is not 

significant (P>0.05). The findings further reveal that innovation significantly affects financial 

performance, which indicates that 0.35 unit increase in financial chain performance was led 

by a one unit increase in innovation. This result provides support for H5. 
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Figure 5.2. Structural Equation Model 

 

5.4 Qualitative analysis 

5.4.1 Market orientation and innovation 

Two out of three dimensions of market orientation positively affecting innovation of beef 

cattle value chain actors are customer orientation (beta = 0.49, p< 0.05) and inter-functional 

coordination (beta = 0.76, p < 0.05). Most of the sampled value chain actors stated that 

acquiring and disseminating the understanding and knowledge about customers enhance the 

innovation of the beef cattle business throughout the chain. Mr Z, a farmer, relates: 

“I acquire understanding and knowledge about the customer by closely contacting 

them to recognise their additional needs and their benefits from buying my cattle. I 
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recognise that collectors at commune and district are interested in good cattle such as 

350kg of weight, good fat and muscle score, dentition, and breed. Accordingly, I have 

rapidly applied the technical innovation in beef cattle business such as using 

crossbreed cattle to replace the yellow cattle, improving cattle management, employing 

the fattening system. Consequently, cattle have a better appearance so I can sell at a 

better price.” 

Different from farmer Z, another farmer frequently contacts the lead collectors at district to 

recognise the monthly and yearly changes of needs and then innovates the business to meet 

the lead collector’s requirements. Mr Y, a farmer, states: 

I try to explore the collectors’ needs before the majority of the market recognises it. To 

do that, I contact the lead collectors, anticipate their needs, and suggest cattle that I 

could sell to them. By doing that, I recognise that the peak of trading time is from 

November to December. To have cattle at that time, employing fattened cattle is the 

most suitable option for this area. Accordingly, I have done six months of cattle 

fattening per year from July to December so that I can ensure provision of the cattle 

regularly to collectors. 

In short, at smallholder segmentation, understanding, and knowledge about customers 

acquired by contacting with customers, recognising their benefits from buying cattle, 

anticipating their changes in needs and requirements, enhance the application of technical 

innovation in cattle production. Consequently, the appearance of cattle has been improved for 

the better price. Different from the smallholder level, other actors further down the chain 

leverage their understanding and knowledge from customers to innovate the beef quality and 

other relevant services. Mr L, the owner of a slaughterhouse in Buon Me Thuot City, relates: 
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“Since I usually contact the wholesalers and retailers, anticipate their changes in needs 

and benefits from purchasing beef at my slaughterhouse, I acquire understanding and 

knowledge about the customer. The high quality of beef and parity price are the most 

important requirement of beef buyers. Based on this, I have renovated my 

slaughterhouse infrastructure and facilities to provide the beef that meets the 

customers’ needs. To improve the beef quality, I have changed from conventional 

slaughtering by a hammer to the stunning system and equipped the truck for delivery. 

Additionally, I have upgraded the floor and other stuff to ensure the hygiene and 

sanitation of beef” 

Similarly, wholesalers and retailers acquire knowledge and understanding about the customer 

by contacting them. They recognise the changes in needs, the perceived benefits of 

purchasing beef, and then innovate their business to meet the customer requirements. The 

result of sampled wholesalers and retailers indicates that customer orientation – innovation 

relationship at these segmentations is revealed by the innovation of butcher facilities to keep 

beef in hygienic and sanitary conditions, which then meet the requirements of the customer.  

Quantitative analysis also found that inter-functional coordination positively affects the 

innovation of beef cattle value chain actors in the Central Highlands of Vietnam. The 

majority of sampled beef cattle value chain actors displayed the effects of regularly visiting 

customers, sharing a resource with other chain parties, and mutually discussing the 

experiences in handling customers on innovation. Moreover, the relationship between two 

actors at two sequential parties of the value chain is both buyer-customer relationship and 

business partnership; hence, it enhances the inter-functional coordination among the chain 

parties. The interview with sampled value chain actors indicates that at smallholder level 
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inter-functional coordination embedded by sharing resources including finance, information, 

and knowledge enable the innovation of the beef cattle value chain. Mr X, a farmer, states: 

“Knowledge and information sharing among smallholders and between smallholders 

and collectors enable the innovation of the beef cattle value chain. As farmers in this 

commune are members of the “cattle club,” we often share mutual information related 

to alternative techniques in cattle production such as early weaning, renovating cattle 

sheds, preferential feeding, and fattening cattle by local concentrate, and forage 

management. Based on the acquired knowledge and information, I myself and other 

smallholders are more confident to apply those to our beef cattle production system.  

Similarly, most of the interviewees displayed the effect of sharing financial resources on 

innovation of the beef cattle value chain. There are two informal financial schemes in 

communes, established by smallholders to mutually support in developing beef cattle 

production. These are saving-credit rotation and private moneylenders. There are ten 

smallholders setting up the former. They are willing to contribute 1 million VND (50USD) 

per month, and then rotate this money to everyone in the group. This type of credit scheme is 

quite popular in this commune, while the latter by moneylender happens occasionally. The 

two credit schemes support smallholders in developing innovation for their cattle business. 

Mr Y, a farmer, relates: 

“We want to innovate our cattle production; however, one of the constraints is lacking 

money. Every month, I and other farmers have agreed to contribute money, and then we 

rotate it among the contributors. With 10 million VND (500 USD), we can renovate our 

cattle sheds, buy more concentrate and breed, or improve the vaccination. In some 

cases, we can use that money to buy calves”  
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The interviews above indicate that at smallholder level, inter-functional coordination 

embedded by sharing knowledge, information, and financial resource supports farmers to 

innovate their cattle production for the sake of meeting the customers’ requirements. 

Different from smallholders, the inter-functional coordination at other parties of the value 

chain implies the regular visiting to current and prospective customers, discussing 

experiences with partners, and mutual support of each other in creating customer value. The 

majority of sampled wholesalers and retailers revealed that since they regularly visit their 

customers and share the experiences in handling customers with other segmentations, they 

obtain the new ideas to create the innovation for their beef cattle business. Mrs H, a 

wholesaler, relates: 

“To identify the changes of customers’ needs, I daily discuss with my retailers and 

customers whenever they come to buy beef from my butcher. It has been recognised that 

customers assess the colour and smell of beef before deciding to purchase. The change 

of colour and smell of beef means low hygiene, sanitation, and quality. To overcome 

this problem, I have equipped the reach-in refrigerators, under-counter refrigerators, 

worktop refrigerators, and freezers. The innovation in facilities maintains the quality of 

beef to meet the customers’ needs” 

Similarly, the slaughterhouse recognises that each party in the chain can contribute to 

creating the customer value through coordinating the chain activities from supplying cattle to 

provide beef to market. This coordination enhances the innovation at this segmentation. In 

particular, Mr. L, the owner of a slaughterhouse in Buon Me Thuot City, states: 

“Good quality of beef is not only from the slaughterhouse, but also other actors from 

raising cattle to displaying beef in markets. To achieve this, I always ask the traders at 

district to collect the good appearance of cattle, then transport to a slaughterhouse in 
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the comfortable truck to ensure the cattle health. At the slaughterhouse, I gave up the 

conventional process of slaughtering by a hammer, and am using the stunning system 

instead, which can ensure the colour of beef after slaughtering. I also gave up the use 

of “water-pump” to increase the weight of cattle. Additionally, to increase the hygiene 

and sanitation, other facilities of the slaughterhouse have been improved. When I 

supply beef to wholesalers and retailers, I deliver in a small chilled-truck and do an 

inspection of butcher’s conditions to make sure that beef would be kept in good 

condition.  

The stories above can conclude that inter-functional coordination has enabled the innovation 

of the beef cattle value chain. However, inter-functional coordination was employed 

differently at different segmentations. At the smallholder level, this dimension focuses on 

sharing a resource such as information, knowledge, and finance among the farmers, which 

can support the implementation of innovation, while the discussion with customers, and 

understanding the contribution of chain actors in creating customer value were applied at 

other parties further down the chain to create the innovativeness.  

5.4.2 Innovation and financial performance 

The study found that the relationship between market orientation and financial performance 

was mediated by innovation. The result from quantitative analysis indicated that dimensions 

of market orientation have an insignificant effect on financial performance; however, they 

were leveraged into innovation to improve the performance. Most of the sampled value chain 

actors displayed that knowledge and understanding of customers and competitors do not have 

an effect on the price of beef to increase financial performance. However, based on that 

knowledge and understanding, value chain actors innovate their beef cattle business to 

achieve the better financial performance. Mr X, a farmer, relates: 
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“We cannot receive the premium price from selling cattle without innovation; we have 

even acquired knowledge and understanding about customers and competitors. The 

reason is that customers are only willing to pay more for good cattle. This means that 

we may understand what customers need but we have not provided what they want, so 

we cannot receive the good price.” 

Similarly, Mrs H, a wholesaler, mentions: 

“Customer depends on the quality of beef to decide the price. Accordingly, to receive 

the premium price, our beef needs improving quality, which is assessed by the colour, 

smell, succulence, hygiene, and sanitation. We meet and contact customers daily, hence 

we understand customers’ needs and competitors’ performance. But we apply that 

knowledge and understanding to innovate our beef business, rather than control price 

to increase the return.” 

In short, the stories above conclude that market orientation does not have a direct effect on 

financial performance; however, it was leveraged into innovation to improve cattle’s 

appearance and beef quality for the sake of better performance. In other words, innovation 

mediates the relationship between market orientation and innovation in this case.  

Mediating the effect of innovation on market orientation – the financial relationship is set out 

below in Table 5.5.  
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Table 5.5 The relationship between market orientation, innovation, and financial performance 

Chain actors Market orientation was leveraged into innovation to improve financial performance 

Smallholders Acquired collectors’ knowledge and understanding by  

• Discovering and anticipating customers’ need by contacting collectors  

• Concern about the collectors’ benefit  

 

Disseminating collectors’ knowledge and understanding through 

• Regularly visiting, discussion, and sharing experiences with partners 

• Sharing information and credit among smallholders 

Seeking and applying alternative 

techniques to improve cattle 

weight, body score, cattle 

management 

• Price of selling cattle is higher 

than in the last years, so satisfied 

with overall performance, 

• The return on production and 

marketing met the expectation 

Collectors Acquired collectors’ knowledge and understanding by  

• Anticipating slaughterhouse’s need and suggesting cattle and service which could supply to 

them 

• Closely contacting lead slaughterhouse to recognise needs over months and years 

• Concern about slaughterhouse’s benefit  

Disseminating collectors’ knowledge and understanding through 

• Regularly visiting and discussing with slaughterhouses 

• Understanding the contribution of different actors in the chain to create customer value 

• Sharing information with other chain actors 

Changing the collection from 

calves to fattened cattle  

Seeking and upgrading facilities 

for transportation  

Better return compared to previous 

years, it met the investment on 

production and marketing 

Slaughterhouse Acquired collectors’ knowledge and understanding by  

• Concern about requirements of wholesalers, retailers and suggesting cattle and service which 

could supply to them 

• Daily contacting lead wholesalers and retailers to recognise needs over months and years 

• Concern about customers’ benefit  

Disseminating collectors’ knowledge and understanding through 

• Understanding the contribution of different chain actors in creating customer value, then 

coordinating the activity throughout the chain  

• Sharing information with other chain actors 

Seeking new technique in 

slaughtering to improve quality, 

hygiene and sanitation 

Applying stunning system to 

improve beef quality and animal 

health 

Upgrading slaughterhouse 

facilities 

Equipping and improving means 

of transportation to delivery 

Selling with parity price but 

increasing the quantity of beef per 

day 

More customers than previous 

years 

High return, met the expectation 

and satisfied with overall 

performance  
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Wholesalers, 

retailers 

Acquired collectors’ knowledge and understanding by  

• Anticipating customers’ needs and suggesting beef and service which could be supplied to 

them 

• Daily contacting customers to recognise needs over months and years 

• Concern about customers’ benefit  

Disseminating collectors’ knowledge and understanding through 

• Understanding the contribution of different chain actors in creating customer value, then 

coordinating the activity throughout the chain  

Sharing information with other chain actors 

Applying technique to storing 

beef 

Equipping and improving 

butcher’ facilities to ensure the 

hygiene and sanitation  

Received the premium price 

More customers than previous 

years 

High return, met the expectation 

and satisfied with overall 

performance 
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5.5 Summary of findings 

In short, the quantitative and qualitative data analysis found that two dimensions of market 

orientation: customer and inter-functional coordination have positive relationships with 

innovation, while competitor orientation has an insignificant effect on this construct. 

Moreover, in this case of the beef cattle value chain in the Central Highlands of Vietnam, 

market orientation has no significant effect on financial performance. Customer orientation 

and inter-functional coordination are leveraged to creating innovation, which enhances the 

financial performance of beef cattle value chain.  

5.6 Discussion  

Innovation and financial performance 

In line with preceding studies (Gronum et al., 2012; Gunday et al., 2011; Ho et al., 2017a; 

Johnson et al., 2009; Love et al., 2009; Micheels & Gow, 2008, 2011; Najib & Kiminami, 

2011), this chapter indicates that the innovation of the beef cattle value chain in the Central 

Highlands of Vietnam has significant and positive influences on financial performance. 

Innovation in a product such as beef cattle appearance, beef quality, delivery, technical 

aspects and service in beef cattle production and slaughtering is an essential factor in dealing 

with customers and competitors (Ho et al., 2017a; Micheels & Gow, 2008). For these beef 

cattle value chain actors, increased innovation could lead to a higher possibility of success in 

the market. This supports other empirical studies that show that innovation positively affects 

financial performance of firms because of, among other things, increased competitiveness, 

but that the innovation process also transmutes the firm’s resources and capabilities to 

produce the offered products in the marketplace (Ho et al., 2017a; Johnson et al., 2009; 

Micheels & Gow, 2008, 2011) 
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Market orientation and financial performance 

Although the hypotheses suggest that market orientation positively relates to the financial 

performance of the beef cattle value chain, the result from Table 5.4 shows that for this 

sample of the beef cattle value chain, none of the three components of market orientation has 

a direct, significant impact on firm performance. Customer orientation (β = 0.36; p > 0.05), 

competitor orientation (β = 0.12; p > 0.05), and inter-functional coordination (β = -0.54; p > 

0.05) did not drive financial performance of this sampled beef cattle value chain. The 

insignificant relationship between market orientation and financial performance is consistent 

with other previous studies (Ho et al., 2017a; Johnson et al., 2009; Ottesen & Grønhaug, 

2005) which found that there has been little effort in acquiring the understanding and 

knowledge about competitors and customers. Accordingly, customer and competitor 

orientation are not enough to create the significant influence on financial performance (Ho et 

al., 2017a; Johnson et al., 2009).  

Market orientation and innovation 

The analysis of the hypotheses proposed in this study revealed that two out of three 

dimensions of market orientation have created the innovation. The study is in line with other 

previous ones when it confirms that beef cattle value chain actors’ customer orientation 

identifies customers’ needs and converts into product and service creation to achieve the 

financial performance (Ho et al., 2017a; Micheels & Gow, 2008, 2011). It confirms that 

customer orientation is the factor driving innovation to achieve the business performance 

(José, 2008). However, the translation of customer orientation into innovations of beef cattle 

production was different among value chain actors. In particular, knowledge and 

understanding of customers encourages the application of alternative techniques in cattle 

marketing, The smallholders make changes to increase their cattle’ performance to achieve a 
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premium price, however, other actors in the chain leverage their orientation of the customer 

into updating the facilities of their beef cattle business to increase the quality of cattle and 

beef, so that they can sell beef at a higher price (see table 5.5). In short, the beef cattle value 

chain actors leverage their understanding and knowledge about customers’ needs to innovate 

their quality and quantity of the beef cattle business to increase their market share thus 

optimising their benefit. Findings also indicate that market orientation supports the close 

cooperation and coordination among beef cattle value chain actors to disseminate the 

knowledge and understanding about the customers; hence they innovate their business to 

meet the customers’ needs and obtain the superior financial performance. This finding 

confirms that inter-functional coordination enhances to generate the innovative ideas 

(Grinstein, 2008; Ho et al., 2017a; Micheels & Gow, 2008, 2011; Wei & Atuahene-Gima, 

2009). Table 5.5 indicated that inter-functional coordination was differently embedded 

among the chain actors. In particular, smallholder’s inter-functional coordination is sharing 

information, experience, and credit, which enables the application of innovative techniques in 

beef cattle production, thus obtaining higher benefit. At other stages in the chain, inter-

functional coordination is revealed by the sharing and understanding of value chain actors’ 

contribution in beef cattle business, which enables them to improve their facilities and 

alternative techniques for slaughtering and butchering. In this sampled beef cattle value 

chain, the inter-functional coordination improved the appearance and quality of beef. This is 

consistent with Lukas and Ferrell (2000) when these researchers found that inter-functional 

coordination supports line extensions products.  
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Chapter 6 Innovation of the beef cattle value chain 

 

6.1 Introduction  

Chapter 6 answers the last two research questions in Chapter 1 and Chapter 3 through testing 

and explaining the relationship between resources, innovation, competitive advantage, and 

financial performance. The first two research questions were presented in Chapter 4, which 

focuses on the relationship between constructs: market orientation, resources, competitive 

advantage and financial performance, and the other two research questions were in Chapter 5, 

looking at the interaction among market orientation, innovation, and financial performance.  

This chapter emphasises a fundamental issue: how to leverage the innovation to obtain the 

competitive advantage (Coccia, 2017) through satisfying customers, outperforming 

competitors, and developing new products/services portfolio (Bowonder, Dambal, Kumar, & 

Shirodkar, 2010). Innovation is an endogenous factor (Hunt & Morgan, 1997), comprises 

innovativeness - the introduction of new services, process, products, and idea to firms and the 

innovation capacity – the ability to conduct innovativeness in firms. Through innovativeness, 

firms’ managers conceive the solutions to address the problems and challenges in business 

for the sake of surviving and success of the firms in future. Competitive advantage is the 

positional advantage of the firms in the marketplace leading to outperform the competitors in 

which the typology of this concept comprises the differentiation, cost leading, and focus 

orientation (Porter 1980, 1985).  

The relationship between innovation and competitive advantage has been found in the 

abundant literature (Amarakoon et al., 2016; Chahal & Bakshi, 2015; Prajogo, & Oke, 2016). 

It is widely acknowledged that innovation improves the business performance, relatively few 

studies indicate the drivers of innovation, and how these drivers collectively affect the 



222 
 

performance via innovation (Hurley & Hunt, 1998). Furthermore, the current studies have not 

simultaneously indicated the causality between innovation, competitive advantage (cost 

leading and differentiation), and business performance in the context of a developing country 

(Bayraktar et al., 2017). The existing study remains fragmented, requiring a model to 

comprehensively address the antecedents of innovation to obtain the competitive advantage 

(Salunke, Weerawardena, & McColl-Kennedy, 2011) 

This study intends to shed new and important light on the relationships among constructs of 

resource, low cost, differentiation, and innovation and business performance in the specific 

context of the agricultural value chain in an emerging country. The study has employed 

sequential mixed method design to survey beef cattle value chain actors, and then interview 

to provide the justifications to explain the quantitative data. Two research questions have 

been addressed. The first question asks “how the value chain actors’ resources affect the 

innovation of the beef cattle value chain?”, which is answered by the following findings 

• The test of hypothesis on the relationship between resources and innovation is presented 

at section 6.3.2 

• The qualitative result to explain resource-innovation relationship is at section 6.4.1 

The second question asks “How does innovation affect the competitive advantage of the beef 

cattle value chain?, which is then answered by the following sections 

• The findings on the relationship between innovation and competitive advantage are 

revealed at section 6.3.2 

• The explanation of innovation-competitive advantage relation is analysed by qualitative 

data in section 6.4.2 
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A model is devised and tested that examines these relationships in general which are then 

explained by the text data from the qualitative phase. The chapter was structured into four 

sections. The first section is the introduction encompassing the research gap and the objective 

of the chapter; the brief of the literature review is presented in section two focusing on the 

building of hypotheses; section three focuses on qualitative analysis to interpret the 

relationship among constructs in quantitative analysis, and the last section provides a 

discussion.  

6.2 Hypothesis Construct 

This section briefly re-introduces the theoretical background, which was mentioned in 

Chapter 2, on the main constructs underlying the models tested in this chapter: resources, 

innovation, low-cost, differentiation, and financial performance. Accordingly, this section 

reviews the literature on the relationship between those construct, then provides the 

hypotheses to test this relationship in the context of a developing country.  

6.2.1 Resources and innovation 

Substantial studies have examined how resources have positively affected innovation 

(Forsman, 2011; Kirner, Kinkel, & Jaeger, 2009; Szeto, 2000) which confirm that resources 

were leveraged to create innovation (Dutta, Narasimhan, & Rajiv, 2005). With regard to 

human resources, knowledge, skills, and experience are crucial in building up the firms’ 

innovation through the contribution of innovative ideas and innovation capability to 

implement the innovation (Laosirihongthong, Prajogo, & Adebanjo, 2014; Subramaniam & 

Youndt, 2005; Urbancova, 2013). The effect of resources on innovation has not only focused 

on the human resource but also others such as relational, material, and financial assets. For 

example, Bell (2005) and Nieves, Quintana, and Osorio (2014), Zeng, Xie, and Tam (2010) 

and Kamalian, Rashki, Hemmat, and Jolfaie (2015) examined the positive effect of the 
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network of firms, internally and externally, on innovation. Čater and Čater (2009) confirm the 

effect of physical resource, financial resource, structural resource, and customer resource on 

the innovation of firms. Accordingly, this study is consistent with other previous studies of 

Lily and Hartini (2010), Laosirihongthong et al. (2014), and Clausen, Korneliussen, and 

Madsen (2013), to support hypothesis that  

H9: Resources have a positive relationship with innovation of beef cattle value chain actors 

in the Central Highlands of Vietnam 

6.2.2 Innovation and competitive advantage 

The relationship between innovation and competitive advantage in terms of differentiation 

and cost leading has been mentioned in substantial studies confirming that greater innovation 

leads to greater opportunities for firms to achieve the competitive advantage (Aziz & Samad, 

2016; Chiou, Chan, Lettice, & Chung, 2011; Epetimehin, 2011; Reed, Storrud-Barnes, & 

Jessup, 2012; Salunke et al., 2011; Urbancova, 2013). Those authors confirm that innovation 

is an endogenous factor leading to create the competitive advantage of the firms (Hunt 1995, 

1997a). Literature has examined the relationship between each dimension of competitive 

advantage and innovation. For instance, Frambach, Prabhu, and Verhallen (2003) found the 

significant effect of differentiation and cost leading on a new product.  

With regard to cost leading, Porter (1980) mentioned that the causality between innovation 

and cost leading might happen to a certain extent. The nature of the innovation-cost 

leadership relationship is that using innovation activities minimises cost in several areas such 

as advertising, research and development, services, tight cost, and overhead control. 

Accordingly, Qin (2007) stated that the function of innovation of process, logistics, and 

management is to reduce cost, obtain the economies of scale and achieve the market share. 

Similarly, Gunday et al. (2011) state that the cost of production and delivery could well be 
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reduced because of the employment of different types of innovation in the organisation. 

Hilman and Kaliappen (2014) and Bayraktar et al. (2017) examined innovation results in cost 

leading. From the above review, this chapter hypothesises that:  

H10: Innovation has a positive relationship with the low-cost strategy of beef cattle value 

chain actors in the Central Highlands of Vietnam 

H11: Innovation has a positive relationship with differentiation of beef cattle value chain 

actors in the Central Highlands of Vietnam 

 

 

 

 

Figure 6.1: Theoretical model of relationship between resources, innovation, competitive 

advantage, and financial performance 

6.3 Results 

6.3.1 Construct validity 

Confirmation factor analysis was applied to validate the construct of the fill model (Ho et al., 

2017b; Micheels & Gow, 2011, 2012). To assess the fitness of model, the indices tested were 

the GFI, IFI, TLI, RMSEA, and the chi-square index divided by degrees of freedom (Df) 

(Schreiber et al., 2006). The data fitted the model reasonably well as the GFI = 0.85, IFI = 

0.93, TLI = 0.91, RMSEA = 0.09, and CMIN/df = 2.5. The Average Variance Extracted 

(AVE), which is from 0.5 to 0.6 greater than the cut-off at 0.5, tested the convergent validity; 

hence, all items in the measurement model are statistically significant.  

Resources Innovation 

Low-cost 

Differentiation 

Financial 

performance 

H9 
H10 

H11 

H12 

H13 
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Testing discriminant validity identifies the content and constituent of constructs. Because all 

constructs in this study are unobserved, the discriminant validity is to confirm that all 

constructs in this model are distinct, and uncorrelated with other variables (Voorhees, Brady, 

Calantone, & Ramirez, 2016). According to Voorhees et al. (2016) and Fornell and Larcker 

(1981), discriminant validity is observed through the comparison between diagonal entries 

(the square roots of the average variance extracted) and the off-diagonal entries (Pearson 

correlation between latent variables). As Table 6.1 shows, the diagonal entries of resources, 

low-cost, differentiation, innovation, and financial performance are higher than the off-

diagonal entries, hence the constructs achieve the discriminant validity.  

 

Table 6.1 Convergent validity and discriminant validity of scale items 

Construct α AVE Mean (1) (2) (3) (4) (5) 

Resources (1) 0.8 0.59 2.2 0.76 
   

 

Differentiation (2) 0.7 0.57 2.4 .726 0.75 
  

 

Innovation (3) 0.8 0.60 2.5 .756 .595 0.78 
 

 

Low-cost (4) 0.7 0.52 1.8 .297 .348 .421 0.72  

Financial performance (5) 0.69 0.50 2.3 .433 .221 .278 -.030 0.70 

 

6.3.2 Hypothesis testing  

A structural equation model (SEM) was applied to test hypotheses by representing the 

causality between latent variables (Byrne, 2016). The data seem to fit the model reasonably 

well as the, GFI = 0.852, IFI = 0.92, TLI = 0.91, RMSEA = 0.08, and CMIN/df = 2.5, all 

indicating the model fits the data well (see table 6.2). 

The result shows that beef cattle value chain actors’ resources are the antecedents of 

innovation. In particular, one unit increase in resources leads to 0.7 unit increase in 

innovation (p<0.05). The effects of innovation on competitive advantage and financial 
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performance have been found in the data analysis of which innovation has a positive effect on 

differentiation (beta = 0.39, P <0.05) and financial performance (beta = 0.74, P <0.05), 

whereas it has a significant negative effect on low-cost (beta = -0.5, P <0.05).  

 

Table 6.2 Regression Weights 

   Estimate S.E. C.R. P Label 

Innovation <--- Resources .669 .100 8.948 *** Support H9 

Differentiation <--- Innovation .386 .037 5.773 *** Support H11 

Differentiation <--- Resources .625 .062 7.470 ***  

Low cost <--- Resources .750 .095 1.245 .144  

Low cost <--- Innovation -.500 .066 -5.180 *** Support H10 

Financial performance <--- Innovation .747 .091 5.003 ***  

Financial performance <--- Resources .273 .189 1.182 .237  

Financial performance <--- Low-cost -.092 .077 -1.073 .283  

Financial performance <--- Differentiation .505 .302 2.854 .004  

 

The result also confirms the relationship between resources, competitive advantage, and 

financial performance, which has been examined in Chapter 4. It indicates that resources are 

the antecedents of differentiation (beta = 0.6, P <0.05), leading to the positive effect on 

financial performance (beta = 0.5, P <0.05). By contrast, there is no significant relationship 

between resources, low-cost and financial performance which confirm that low-cost is not a 

sufficient strategy to improve the financial performance of beef cattle value chain actors in 

the Central Highlands of Vietnam 
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6.4 Qualitative analysis 

6.4.1 Leveraging resources on innovation to achieve the financial performance 

This study finds that the majority of beef cattle value chain actors display the transforming of 

resource to innovate their business, and then they can achieve the financial performance. At 

the smallholder level, by leveraging their financial strength, beef cattle farmers upgrade their 

production system such as applying crossbreed, developing the fattening system, and 

improving cattle management. Until now, around 80% of farmers at study sites are using 

crossbreed cattle and have equipped their cattle sheds well for the sake of improving cattle 

appearance. As Mr T, a smallholder at Ea Kar district relates: 

“…we have an abundance of credit schemes such as banks, money lenders, and 

people’s credit funds, hence we can easily obtain a loan to improve the beef cattle 

production. Accordingly, we bought crossbreed from another province to replace the 

yellow cattle as well as increasing our scale of production and applying the fattening 

cattle. Additionally, we upgrade the cattle shed to ensure the cattle health and 

sanitation…” 

Similarly, at other stages of the chain, value chain actors depend on their financial resource to 

innovate their services such as improving slaughterhouse facilities, transportation, butcher’s 

facilities, and types of beef delivery. For an instant, Mr. L – the owner of a slaughterhouse in 

Buon Me Thuot City relates: 

“….to improve the quality of slaughtered beef, I invested one billion VND (50,000 

USD) in 2013 to upgrade the abattoir including evisceration, carcass splitting and 

carcass dressing, by-product utilisation, meat preservation, processing. In 2014, my 

family spent another billion (50,000 USD) to change the butchering from conventional-
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using hammer to stunning system. The new system of slaughtering can ensure the 

quality of beef, hygiene, and sanitation, so it meets the customer requirement...” 

Alternatively, the wholesalers at Buon Me Thuot Markets relate that: 

“We always think about the benefits of customer perceived from our beef product, 

which are hygiene, sanitation, a broader range of beef product, and parity price. We 

invested five hundred million VND (25,000 USD) to equip the butcher, storage, and 

transportation. Additionally, we have been expanding the store so that we can have 

more space to display other beef products, hence the customer can have more option in 

purchasing...” 

Thus, the case evidence demonstrates that the majority of sampled value chain actors exhibit 

the effect of financial resource on product and service innovation. As noted in Table 6.3, the 

relationship between resource and innovation is not only financial but also includes other 

factors such as network, physical, and human resources. It is evident from the case study 

findings that the sampled beef cattle value chain actors leverage their resource to create the 

innovation for the beef cattle business. For instance, Mr L, the owner of a slaughterhouse in 

Buon Me Thuot City mentioned that since he has a strong network with other chain actors, 

this helps him to obtain information about prices, customer requirements, and tracking the 

performance of competitors; therefore, he innovates the slaughterhouse to outperform the 

competitors. Which confirms that knowledge acquired from the network is important input of 

innovation. 

The study finds that the majority of sampled value chain actors have experience, skills, and 

knowledge in the beef cattle business, hence the technical innovations such as crossbreed, 

cattle management and the process of slaughtering, are readily accepted throughout the chain. 

This is critical to value chain actors’ ability to do innovation in their business. Mr Y, a 

farmer, relates: 
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“Most of the smallholders in this commune have conducted beef cattle business for 

more than 20 years; we can predict the risks and challenges of this activity. We can 

identify what techniques are suitable for our system. For this reason, technical 

innovations such as breed, management, and vet are rapidly applied to our business. 

Consequently, our beef cattle have a better performance compared to another area. 

Moreover, since 2000, this commune has been funded by projects on cattle 

improvement, and national annual training programs on cattle production; 

smallholders have more or less acquired skills and knowledge in the cattle business 

such as adoption of new forage variety, early weaning, and artificial insemination, 

which can improve the cattle performance”. 

 Similarly, human capital in terms of experiences skills, and knowledge contributes to 

innovate the slaughterhouse for the sake of creating competitive advantage. Mr L, the owner 

of a slaughterhouse in Buon Me Thuot City mentions: 

“I am a Master in Economics graduated from the University of Economics in Ho Chi 

Minh City, hence I have enough knowledge and experience to assess the fluctuation of 

the market, the change of customer demand, the cost-benefit analysis. Based on this, I 

was willing to spend money to innovate the slaughterhouse and meet the customer 

requirement. Besides, I have been involved in many training programs funded by the 

Department of Animal Management and Department of Agriculture and Rural 

Development at the provincial level, therefore I understand the process of increasing 

beef quality from slaughtering to transportation. For this reason, I have upgraded the 

slaughtering process and means of transportation”. 

These above examples of evidence demonstrate that the sampled value chain actors acquire 

certain resources such as financial, human, and network to create the innovation of the beef 
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cattle business. They also explain the strong positive relationship between resources and 

innovation which has been found from the structural equation modelling in Table 6.2 

Table 6.3 Leveraging resources to create innovations 

 We leverage our…. To  

Smallholders • Adequate financial resource  

• Condition to expand the scale of cattle 

• Experience, skills, and knowledge 

• Applying cross-breed cattle 

• Good cattle management practice 

such as improving cattle sheds, early 

weaning, feed preferences, artificial 

insemination 

• Increase the scale from 3 to 5 cattle 

• Expanding the forage in farmyard 

• Controlling and applying vaccination, 

and other related veterinary services 

Collectors • We have enough financial resource to 

upgrade the transportation and 

facilities for collecting cattle from 

farmers  

• Equipping means of transportation 

• Upgrading cattle shed in case cattle 

are stored before transporting to 

slaughterhouse 

 

Slaughterhouses • We have adequate financial resource 

to improve slaughterhouse 

• We have strong network with 

wholesalers and retailers, thus we can 

obtain better market information on 

current and potential customers 

compared to competitors 

• Upgrading abattoir’s facility toward 

sanitation and hygiene  

• Changing from conventional 

slaughtering to Australian standard 

slaughtering  

• Equipping fibreglass lined truck or 

refrigerated truck to deliver beef 

Wholesalers 

and retailers 

• We have adequate financial resource 

to improve slaughterhouse 

• We have good relationships with 

customers thus we can obtain better 

market information on current and 

potential customers compared to 

competitors 

• Equipping and renovating the 

butcher’s and meat store 

• Delivering beef to customer rather 

than picking up at store 

 

6.4.2 Innovation to create the competitive advantage 

The study is consistent with another previous study when the quantitative analysis found that 

innovation was positively related to differentiation. In particular, one unit increase in 

innovation leads to 0.39 unit increase in differentiation. The justifications for this relationship 

have been explained by the qualitative analysis. The study found that most of the sampled 
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value chain actors display the effect of innovation on the differentiation of competitive 

advantage. As Mr. X, a farmer relates:  

“…To obtain the premium price in selling cattle, our product needs to be of good 

appearance such as 350kg of live weight, fat thickness, and muscle. The employment of 

alternative techniques in cattle product certainly helped us to improve the indicators of 

cattle assessment compared to our competitors. In particular, the live weight of 

crossbreed cattle is higher than yellow/ native cattle, having a good carcass, fat 

thickness. Moreover, we applied improved techniques in cattle management such as 

early weaning, preferential feeding for cow and calves, upgrading condition of cattle 

shed to ensure the reproduction of cow and health of calves. Those give our cattle a 

better appearance, and then we can sell at a better price…” 

The differentiation not only focuses on quality of beef cattle but also introduces and offers a 

broad range of beef cattle products. To do this, farmers have changed from cow-calf system 

to fattening system to supply regularly beef cattle to collectors. Mr. Z, a farmer in Ea Kar, 

states: 

“To provide the broad range of beef cattle to market, we have applied the fattening 

system. In particular, we have bought the mature cows and bulls from other farmers, 

fattening them in three months or four months, then selling to a collector. The price of a 

mature cow or bull is around 18 million VND (900 USD) which then can be sold at 25 

million VND (1250 USD) after fattening. The reasons for employing fattening cattle are 

to monthly provide cattle to collectors and increase household income” 

While the innovation at smallholder level is to increase the differentiation in terms of cattle 

appearance, the innovation at other value chain parties is to increase the quality of beef to 
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create the differentiation compared to their competitors. Mr. L, the owner of Minh Long 

slaughterhouse relates: 

“The application of new technologies and services in slaughtering beef cattle increases 

the quality of beef compared to our competitors. Compared to conventional 

slaughtering by using a hammer, the electrical stunning system has advantages, which 

increase the quality of beef such as the colour of intramuscular fat and marbling, 

water-holding capacity, muscle and fat colour, tenderness, succulence, and flavour. 

The reason for this is electrical stunning system does not cause the blood pressure, 

muscle spasms and convulsions and pain to the animals ; therefore, the post-mortem 

metabolism cannot be influenced much by this slaughtering method. Accordingly, our 

beef quality is different from others” 

Different from the technical innovation of smallholders and slaughterhouse, the collectors, 

wholesalers and retailers, the innovation focused on services, which aim to increase the beef 

quality. The beef quality does not only depend on the cattle appearance and the slaughtering 

process, but also other factors such as transportation of cattle from the abattoir, beef delivery, 

and facilities of storage in butcher’s; therefore, beef cattle value chain actors further down the 

chain innovated their business to increase the beef quality. Mrs. H, a beef wholesaler, 

mentions: 

“We applied and sought new technique to preserve beef received from the 

slaughterhouse and to deliver to the retailer. Three of those are building cold-room to 

protect the beef, the cold cabinets, refrigerated truck, meat boning, and hooks. These 

innovations increase the sanitation and hygiene in store, then it can ensure the beef 

quality. We also discount to the regular customers to increase their loyalty and 



234 
 

strengthen the relationship between store and customer. Those are the differences 

between our butcher and other competitors’ ones.”  

At retailer level, the innovation is simple when it just focuses on the beef preservation by 

Styrofoam box with ice to keep the beef in good condition. According to the retailer, because 

their stores are in the market, they cannot equip the facilities to protect the beef quality as the 

wholesalers do. Moreover, beef is usually consumed within a day, and then they do not need 

to buy the facilities to preserve the beef quality. These cases illustrate how innovation creates 

the differentiation of beef cattle throughout the value chain at the study site. The qualitative 

analysis found that sampled beef cattle value chain actors employed the technical innovation 

and sought the innovative idea to their business, and then those create the differentiation in 

terms of beef cattle appearance, quality, and the services.  

This study found that between two dimensions of competitive advantage, innovation has a 

negative effect on low-cost strategy. This means that one increased unit of innovation leads to 

reduce 0.5 unit of efficiency using cost for beef cattle business (see Table 6.2). The majority 

of sampled value chain actors displayed the reason of this during the in-depth interview. Mr 

X, a farmer, states:  

“When we apply the technical innovation to our beef cattle production, we need to 

spend more money, that is why the efficiency of using cost is lower than before. For 

instance, if we use the “yellow” cattle, the price of the breed is only 15 million VND 

(750 USD), since we change to crossbreed cattle, the price increased by 3 million VND 

(150 USD). Additionally, the cost of food for cross-breed cattle increased by 20% 

compared to yellow cattle. Hence the employment of crossbreed cattle costs more 

money and the efficiency of cost is lower”. 
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Different from smallholders, the costs of the beef cattle business for other actors further down 

the value chain are mostly “fixed” costs, meaning they invested at the early stage of the 

business cycle and used them for many years with the yearly depreciation. At the time of the 

interview, most of the actors such as collectors, slaughterhouse, wholesalers, and retailers had 

equipped and upgraded the facilities for their business. For this reason, those actors 

mentioned the high effectiveness of using cost this year as they did not spend any money on 

facilities innovation.  

Table: 6.4 Employing innovation to create the differentiation advantage 

 Innovations to make differentiation 

Smallholders • Applying cross-breed cattle 

• Good cattle management practice such as improving 

cattle sheds, early weaning, feed preferences, 

artificial insemination 

• Expanding the forage in farmyard 

• Applying fattening system 

• Controlling and applying vaccination, and other 

related veterinary services 

• To have good cattle appearance 

(around 350kg, fat thickness, muscling, 

dentition) 

Collectors • Equipping means of transportation 

• Upgrading cattle shed in case cattle are stored before 

transporting to slaughterhouse 

 

• To ensure the quality of beef such as 

cattle health before supplying to 

slaughterhouse 

Slaughterhouses • Upgrading abattoir’s facility toward sanitation and 

hygiene  

• Changing from conventional slaughtering to 

Australian standard slaughtering  

• Equipping fibreglass truck or refrigerated truck to 

deliver beef 

• To increase beef quality with parity 

price 

• To provide a broad range of beef 

products 

Wholesalers and 

retailers 

• Equipping and renovating the butcher’s and meat 

store 

• Delivering beef to customer rather than picking up at 

store 

• To increase beef quality with parity 

price 

• To provide a broad range of beef 

products 

 

6.5 Summary of findings 

In short, the study found that resources are an important factor to enhance the innovation of 

beef cattle value chain actor (beta = 0.669, and p < 0.05). These actors’ innovation then 

enables the competitive advantage, which is embedded by the positive relationship with 
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differentiation and low-cost strategies. Furthermore, this chapter found the positive 

relationship between differentiation, innovation, and financial performance, which were 

addressed by the chapter 4 and chapter 5, respectively.  

6.6 Discussion 

Resources and innovation 

The study found that there is a positive relationship between resources and innovation, which 

confirms the concept of innovation capacity – an improvement of resources and capabilities 

to explore the market opportunities for the sake of developing new products/services 

(Forsman, 2011; Kirner, Kinkel, & Jaeger, 2009; Szeto, 2000). In particular, the leveraging of 

resources into innovation is capability (Dutta et al., 2005). Consistent with other previous 

studies of Lily and Hartini (2010), Laosirihongthong et al. (2014), and Clausen et al. (2013), 

the findings support the hypothesis that beef cattle value chain actors’ resources enhance the 

innovation to achieve the competitive advantage for the superior performance.  

Although this thesis has not specified each type of resource and its single effect on 

innovation, the scale items constructing the resource imply the meaning of different resources 

such as human, finance, physical, relation, and information. The finding indicates that those 

resources enhance the innovation, which is in line with other studies. For instance, human 

resource in terms of skills, knowledge, and abilities encourages the introduction of an 

application of new products, services and technique throughout the value chain 

(Laosirihongthong et al., 2014; Urbancova, 2013). Several studies have indicated the role of 

human resource in obtaining the innovation, particularly in the business sector where the 

producer contacts the customer directly. Much innovativeness comes from this type of 

interaction; hence, the high level of skills, experience, and knowledge efficiently leads to 

harness new ideas into innovation. While human capital reflects the capacity to innovate, 
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other resources such as relational, material, and financial, also enhance the innovation. Social 

relations and innovation have been addressed by substantial studies (Dyer & Singh, 1998; 

Frost, 2001). In particular, Bell (2005) and Nieves et al. (2014) stated that using their 

personal relationship can increase the benefit of a company. That is why Zeng et al. (2010) 

and Kamalian et al. (2015) have recommended that the network inside and outside of firms 

and particularly customers and suppliers improves the innovation. The qualitative findings 

indicated that value chain actors predominantly leverage financial resource and networks into 

innovations (see table 6.3). In particular, financial resources enable the capability to upgrade  

transportation, slaughterhouse, wholesaler, and store facilities to increase the quality of beef. 

Moreover, networks enable the capacity to obtain customers’ information and track the 

competitors’ performance, so that value chain actors can innovate their beef cattle business to 

better compete with their rivals.   

Innovation and competitive advantage 

The findings are in line with other previous studies when they confirm that innovation 

supports the creation of the competitive advantage (Chiou et al., 2011; Epetimehin, 2011; 

Reed et al., 2012; Salunke et al., 2011; Urbancova, 2013). This can conclude that innovation 

in terms of products and services innovation is an important factor in satisfying customer 

needs, outperforming competitors, and then creating the competitive advantage of the beef 

cattle value chain in the Central Highlands of Vietnam. However, in this case, innovations 

have a positive effect on differentiation, whereas this effect is negative on low-cost. This 

finding supports the concept developed by Miller (1988) and Al-alak and Tarabieh (2011) 

who defined innovation differentiation as the creation of up-to-date and attractive products to 

outperform the competitors. It also concludes that beef cattle value chain actors in the Central 

Highlands of Vietnam attempt to leverage the innovation to create the differentiation 

although it may cost them more in this business. In particular, the findings indicated that 
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smallholders achieve improved cattle production performance by applying cross-breeding 

and alternative techniques in cattle management. As a result, they are able to obtain a 

premium price for their cattle. Similarly, the innovations in collecting, slaughtering, and 

selling of value chain actors increase the beef quality compared to their rivals. By doing that, 

all the beef value chain actors achieve improved financial performance from their businesses.  

Antecedents of financial performance 

The findings indicated that competitive advantage and innovation are antecedents of beef 

cattle value chain actors’ financial performance. Concerning competitive advantage, the study 

indicated that differentiation has a positive relationship with financial performance; by 

contrast, low-cost has no significant relationship with this construct (Ho et al., 2017a). This is 

different from other authors who confirm that two dimensions of competitive advantage: 

differentiation and cost leading affect performance positively (Bowen & Ostroff, 2004; Čater 

& Čater, 2009; Day & Wensley, 1988; Gimenez & Ventura, 2003; Ma, 2000; Majeed, 2011; 

Morgan et al., 2004). The reason explained by Ho et al. (2017b) is that if value chain actors 

reduce cost, the quality of beef cattle is low leading to the low return from their business, 

which partly confirms that differentiation has a greater effect on financial performance than 

the cost-leading strategy (Caves & Ghemawat, 1992; Doyle & Wong, 1998; Piercy, Kaleka, 

& Katsikeas, 1998).  

The finding confirms that innovation has a positive relationship with financial performance 

(Ho et al.,2017a; Kostopoulos, Papalexandris, Papachroni, & Ioannou, 2011; Malagueño, 

Lopez-Valeiras, & Gomez-Conde, 2017; Micheels & Gow, 2008). Indeed, the innovation of 

beef cattle value chain actors in terms of new product (crossbreed cattle and fattened cattle), 

services (transportation, delivery, slaughterhouse facilities, and butchers) promote the 

financial performance directly. This also confirms that, although there is no direct 
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relationship between resources and financial performance, innovation mediates this 

relationship to enhance the performance of the beef cattle value chain (Ho et al., 2017b)   
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Chapter 7 Conclusion 

 

7.1 Introduction 

This thesis is concerned with the positional advantage of a beef cattle value chain in the 

Central Highlands of Vietnam, specifically with the relationship between market orientation, 

resources, innovation, competitive advantage, and financial performance. The thesis focuses 

on value chain actors who supply beef cattle product to the market and the leveraging of 

resources to increase the competitive advantage to achieve the financial performance. A 

unique feature of this study is using sequential mixed method design including two phases: 

quantitative research to test the hypotheses, and qualitative research to provide the 

explanations for the numeric data in the first phase. The finding confirms that in case of an 

agricultural value chain in a developing country such as Vietnam, resource and market 

orientation are important factors to create competitive advantage in the marketplace so that 

the value chain actors can achieve superior financial performance.  

Chapter 1 emphasised the importance of market orientation, competitive advantage, resource, 

and innovation for financial performance that have been indicated for large firms and/or other 

large industries. Moreover, it highlighted the need to study the relationship between those 

constructs in an agricultural value chain of an emerging country. This chapter also outlined 

the research questions and theoretical framework, which have been used across the chapters 

in this thesis.  

In Chapter 2, the literature on competitive theories, market orientation, competitive 

advantage, innovation, and business performance was reviewed. The chapter indicated that to 

address the research questions in Chapter 1, the investigation of the complexities and 

interactions among those above constructs was required. This led to the generation of a 
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theoretical model of how firms leverage their resources to create the competitive advantage to 

achieve the superior financial performance (Figure 2.1). The model was based on a schematic 

of the resource-advantage theory of completion developed by Hunt (1995) to examine the 

relationship between resources, market orientation, innovation, competitive advantage, and 

financial performance. The hypotheses were then proposed to test those relationships in the 

specific context of an agricultural value chain in Vietnam – an emerging country.  

To answer and test the research questions and hypotheses, mentioned in Chapters 1 and 2, 

Chapter 3 proposed a sequential mixed research method design based on the pragmatic 

paradigm using the combination of positivism and constructivism-interpretivism. The 

research sequence was designed into two phases, of which the first was quantitative research, 

was followed by the second phase of qualitative research. Data from a survey of quantitative 

research were gathered from one hundred and ninety beef cattle value chain actors, while the 

interviews from the qualitative research were conducted on 30 selected interviewees, who 

were already involved in the survey. The analysis of numeric data by IBM.SPSS and AMOS 

24 was used to test the hypotheses, while the text data by NVivo 11 from phase two 

explained the quantitative data.  

Chapters 4,5 and 6 focused on positional advantage, market orientation, and innovation of the 

beef cattle value chain in the Central Highlands of Vietnam to answer the research questions 

on how beef cattle value chain actors leverage resources and market orientation to create 

competitive advantage to obtain the financial performance. To do that, hypotheses were 

proposed to test the relationship among those constructs through structural equation 

modelling which were also explained by the text data from the interview. The findings were 

presented highlighting customer orientation, competitor orientation, and resources that 
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influence differentiation – a dimension of competitive advantage with reference to the 

literature from where the theoretical model was proposed in Chapter 2. 

Chapter 7 aims to review the conclusions from the preceding chapters to identify the distinct 

contribution of this thesis. The chapter begins with a review of chapters, which is followed by 

the conclusion of the subsidiary research questions. The last sections of this chapter focused 

on the limitations and implications of the study.  

7.2 Conclusions from the case of a beef cattle value chain in the Central Highlands of 

Vietnam 

The literature review produced a number of subsidiary research question (SRQ 1- SRQ7) and 

hypotheses. The arrangement of those SRQs and hypotheses was based on the theoretical 

model (Figure 2.1), which was then answered by Chapter 4, 5, and 6. This section provides 

the conclusions regarding the subsidiary research questions, which follow the theoretical 

model, which is also summarised in Table 7.1 

SRQ1: How do value chain actors’ resources affect the creation of the positional advantage 

of the beef cattle value chain? 

The answer to this question was in Chapter 4 and Chapter 7. The test of hypotheses indicated 

that value chain actors’ resources were leveraged to create the differentiation of the beef 

cattle value chain in the Central Highlands of Vietnam. The text data from interviews 

revealed that beef cattle value chain smallholders used their experience, knowledge, and 

finances to improve the appearance of their cattle, so that they can differentiate them from 

their competitors in the nearby districts and provinces. Downstream of the chain, other value 

chain actors such as the slaughterhouse, wholesalers, and retailers leverage their financial 

resources, network with customers, and experience in beef cattle business to differentiate 
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their beef, so that they can achieve a competitive position in the marketplace. These findings 

agree with the hypothesis in section 2.7.3.1 in Chapter 2, that there is a positive relationship 

between resources and competitive advantage of the beef cattle value chain. This is consistent 

with previous studies confirming that resources are the driver of differentiation (Amarakoon 

et al., 2016; Davis, 2017; Ho et al.,2017b; Kaleka, 2011). By contrast, the findings disagree 

with the hypothesis that resources have a positive relationship with low-cost strategy. 

Chapters 4 and 6 indicated that there is not a significant relationship between resources and 

low-cost strategy, meaning that in the case of the beef cattle value chain in the Central 

Highlands of Vietnam, resources were not translated into this strategy.  

SQR2: How does market orientation create the positional advantage of the beef cattle 

value chain? 

Chapter 4 answered this question through testing hypotheses on the relationship between 

market orientation and competitive advantage. In this thesis, findings contribute to the 

literature of market orientation by revealing the essential process through which customer and 

competitor orientations affect differentiation while inter-functional coordination has no 

significant relationship with this dimension. Although previous studies indicated that 

customer orientation could be antithetical to a competitor orientation (Deshpandé et al., 1993; 

Zhou et al., 2009), this thesis confirmed that both customer and competitor orientations are 

associated with a greater differentiation advantage. Therefore, customer and competitor 

orientations appear to be a better solution for beef cattle value chain actors to differentiate 

their business. Overall, this result rejected the argument on the antithetical relationship 

between customer and competitor orientation. Discovering needs of customers along with 

competitor responses supports value chain actors to create the differentiation for their beef 

cattle business (Micheels & Gow, 2012). The results also showed that customer and 
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competitor orientations have an insignificant effect on low cost while employing inter-

functional coordination is the best option to achieve the low-cost strategy of the beef cattle 

value chain (Langerak, 2003). The effects of low-cost strategy are fundamentally internal to 

the beef cattle value chain, while customer and competitor orientations are essentially 

external to the chain. Accordingly, value chain actors can promote the coordinated utilisation 

of their resources to achieve the low-cost.  

SQR3: How does positional advantage affect the financial performance of the beef cattle 

value chain? 

Chapter 4 examined the relationship between differentiation, low-cost and financial 

performance, which answers SRQ4. In this chapter, two test hypotheses were the 

differentiation- financial performance and low-cost – financial performance relationships. 

Findings indicated that one unit increase in differentiation leads to a 0.3 unit increase in 

financial performance. By contrast, one unit increase in saving cost reduces 0.5 unit of 

financial performance. This posited that differentiation could be antithetical to a low-cost 

strategy in the case of the beef cattle value chain in the Central Highlands of Vietnam. This 

thesis agrees with Langerak (2003) that value chain actors can increase their financial 

performance by using the differentiation to enhance the perceived benefits to customers. 

Although literature reviewed that cost advantage, which can be translated into customers by 

reducing the perceived purchase and usage costs, is an important factor to obtain the financial 

performance (Porter, 1991), customer value might not be created by reducing the cost of 

acquisition and usage in the case of a beef cattle value chain in the Central Highlands of 

Vietnam.  
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SQR4: How does market orientation affect the innovation of the beef cattle value chain? 

Chapter 5 answered this question by testing the relationships between customer, competitor, 

and inter-functional coordination and innovation. The qualitative data also provided the data 

to explain these relationships. The findings revealed that one unit increase in customer 

orientation and inter-functional coordination leads to 0.5 and 0.7unit increase in innovation, 

respectively. This confirmed that understanding and knowledge about customers and the 

dissemination of those across the value chain parties were transformed into innovation in the 

beef cattle value chain. Therefore, this thesis agreed that customer orientation and inter-

functional coordination support the dissemination of knowledge and understanding about 

customers and enhances the cooperation among chain parties, which leads to the innovation 

(Ho et al., 2017a; Lukas & Ferrell, 2000; Micheels & Gow, 2008). However, in the case of 

the beef cattle value chain in the Central Highlands of Vietnam, competitor orientation has no 

significant effect on innovation, which is consistent with other studies (Ho et al., 2017a; 

Johnson et al., 2009; Lukas & Ferrell, 2000). This confirms that competitor orientation may 

not be a good option to improve the innovation of value chains.  

SQR5: How does innovation affect the financial performance of the beef cattle value chain? 

Innovation- financial performance relationship was tested in Chapter 5 to answer the above 

research question. Findings indicated that one unit increase in innovation leads to 0.35 unit 

increase in financial performance. The data from the interview revealed that since value chain 

actors conduct innovations for their beef cattle business, they received better cash flow, 

prices, and turnovers compared to the previous years. In short, the value chain actors were 

satisfied with their business results. This thesis agrees with Micheels and Gow (2008) and 

(Ho et al., 2017a) that innovation is an essential determinant of financial performance. Acting 

as the conduit through market orientation, innovation was found to have a significant effect 
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on financial performance. These results show that to improve financial performance; beef 

cattle value chain actors should strive to leverage knowledge and understanding about 

customers to innovate their business. Producing in this manner allows value chain actors to 

identify the market needs and find efficient innovations of the beef cattle business to meet 

those needed attributes.  

SQR6: How do resources affect the innovation of the beef cattle value chain? 

The answer to this question in Chapter 6 confirmed the association between beef cattle value 

chain actors’ resources and innovation. A statistical test supported the hypothesis that a 

strong positive relationship exists between all resources and beef cattle value chain 

innovation. In particular, one unit increase in resources leads to 0.7 unit increase in 

innovation. The results reinforce previous studies which underscored the positive effect of 

intangible resources (Clausen et al., 2013; Kamalian et al., 2015; Laosirihongthong et al., 

2014) and tangible resources (Acur, Kandemir, Weerd‐Nederhof, Petra, & Song, 2010) on 

innovation. In the case of the beef cattle value chain, resources are necessary to pursue 

innovation. In particular, the network with beef consumers and relationships among the chain 

parties can enhance value chain actors exploitation of the market opportunities. Other such as 

physical, natural, informational resources supported beef cattle value chain actors to innovate 

the business facilities.  

SQR7: How does innovation affect the positional advantage of the beef cattle value chain? 

Chapter 6 indicated that innovation has a positive effect on differentiation and low-cost of the 

beef cattle value chain, confirming that innovation can be leveraged into a competitive 

advantage. This thesis agrees with other previous studies that innovation is a source to create 

the competitive advantage (Daghfous, 2004; Potocan, 2016; Prajogo & Ahmed, 2006). In this 
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case of a beef cattle value chain in the Central Highlands of Vietnam, innovation enables 

value chain actors to deploy differentiation of their products and to minimise the cost of the 

beef cattle business. Hence, this thesis revealed that the more value chain actors invest in 

innovation, the better they achieve the competitive advantage in the marketplace (Aziz & 

Samad, 2016; Chen, Lin, & Chang, 2009; Kuncoro & Suriani, 2017). It can be seen that one 

of the barriers to achieving the competitive advantage of a beef cattle value chain in Vietnam 

is the inability to innovate (Herold & Zárate, 2010; Stür et al, 2013). To obtain a competitive 

position in the marketplace through differentiation and low-cost strategy, they will have to 

apply alternative methods of beef cattle production, new techniques in cattle management and 

slaughtering, and improve the services that are considered as the driver of competitive 

advantage in this case study.   
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Table 7.1 Summary of findings in the context of the subsidiary research questions in the case of a beef cattle value chain in the Central Highlands 

of Vietnam 

 

Research questions Tested hypotheses Findings 

SQ1: How do value chain actors’ 

resources affect the creation of the 

positional advantage of the beef 

cattle value chain? 

Resources of the actor have a positive relationship 

with differentiation and low-cost of the beef cattle 

value chain in the Central Highlands of Vietnam 

• Resources were leveraged to 

create the differentiation 

• No significant effect between 

resources and low-cost  

SQR2: How does market orientation 

create the positional advantage of 

the beef cattle value chain? 

Customer orientation, competitor orientation, and 

inter-functional coordination are positively related to 

differentiation and low-cost of the beef cattle value 

chain in the Central Highlands of Vietnam 

• Customer and competitor 

orientation support the creation of 

the differentiation 

• Inter-functional coordination 

increases the efficiency of low-

cost strategy  

SQR3: How does positional 

advantage affect the financial 

performance of the beef cattle value 

chain? 

Differentiation and low-cost of the beef cattle value 

chain have a positive relationship with financial 

performance in the Central Highlands of Vietnam 

• The strategy of differentiation 

enhances the financial 

performance 

• Low-cost strategy inhibits the 

financial performance 

SQR4: How does market orientation 

affect the innovation of the beef 

cattle value chain? 

Customer orientation, Competitor orientation, and 

inter-functional coordination are positively related to 

innovation of the beef cattle value chain in the 

Central Highlands of Vietnam 

• Customer orientation and inter-

functional coordination support to 

innovate the beef cattle value 

chain 

• Competitor orientation has no 

significant effect on innovation 
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SQR5: How does innovation affect 

the financial performance of the 

beef cattle value chain? 

Innovation of the beef cattle value chain is positively 

related to financial performance in the Central 

Highlands of Vietnam 

• Innovation increases the financial 

performance and mediates the 

relationship between market 

orientation and financial 

performance 

SQR6: How do resources affect the 

innovation of the beef cattle value 

chain? 

Resources have a positive relationship with 

innovation of beef cattle value chain actors in the 

Central Highlands of Vietnam 

• Resources were leveraged to 

create the innovation of the beef 

cattle value chain 

SQR7: How does innovation affect 

the positional advantage of the beef 

cattle value chain? 

Innovation has a positive relationship with 

differentiation and low-cost strategy of beef cattle 

value chain actors in the Central Highlands of 

Vietnam 

• Innovation creates the 

differentiation and low-cost 

strategy of the beef cattle value 

chain 
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7.3 Conclusion to the research problem 

The fundamental issue facing beef cattle value chain actors in the Central Highlands of 

Vietnam exhibits low competitive advantage compared to nearby district and provincial value 

chain actors. This problem was supposedly caused by the lack of knowledge and 

understanding about customers and competitors, the coordination among the chain parties, 

the limitation of value chain actors’ resources, and the low innovation of the chain. This was 

the motivation to conduct this study. The preceding chapters have provided some conclusions 

about this problem. Five antecedents, identified as the significant contribution to competitive 

advantage of the beef cattle value chain, were customer orientation, competitor orientation, 

inter-functional coordination, resources, and innovation. The empirical positional advantage 

model of a beef cattle value chain in the Central Highlands of Vietnam (Figure 7.1) has been 

based on the findings from Chapter 4, 5 and 6 and the resultant models outlined in Chapter 1 

and Chapter 2. As the thesis’s approach is based on R-A theory, this model was adapted from 

“the schematic of the resource advantage theory of competition” (Hunt 1997b, p. 434). 

Chapters 4,5 and 6 confirmed that the constructs: market orientation, innovation, resources, 

competitive advantage, and financial performance are measurable in the context of a beef 

cattle value chain of the Central Highlands in Vietnam because of the significant reliability, 

construct validity and good fitness indices. With regard to the relationship between 

constructs, competitor orientation, customer orientation, resources, and innovation are the 

antecedents to create the differentiation to achieve the financial performance (see Chapters 4 

and 6). Inter-functional coordination and innovation were supporting enhancement of the 

low-cost strategy; however, this strategy has a negative effect on financial performance. 

Therefore, low-cost is not the option to create the competitive advantage of the beef cattle 

value chain in this study site (see Chapter 4). Moreover, Chapters 4 and 5 revealed that 

innovation of the beef cattle value chain was based on customer orientation, inter-functional 
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coordination, and resources, which then support increasing the financial performance of the 

value chain actors. 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

Figure 7.1. Synthesis Model of competitive advantage for a beef cattle value chain in the 

Central Highlands of Vietnam 

7.4 Contribution of the thesis 

7.4.1 Contribution to market orientation concept 

To investigate the competitive advantage of an agricultural value chain in a developing 

country, the initial theoretical framework of competitive advantage (see Chapters 1 and 2) 

was developed and tested in the Central Highlands of Vietnam. The thesis significantly 

Inter-

functional 

coordination 
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contributes to the theoretical literature on R-A theory, market orientation, innovation, 

competitive advantage, and business performance in the context of the developing country. 

The theoretical framework in this thesis has the potential to generalise the theory beyond the 

developed nation context that of developing countries. 

The synthesis model of market orientation in Chapters 4 and 5 developed for the Central 

Highlands in Vietnam provides a significant contribution to the literature on this concept 

generally, and the context of an agricultural value chain particularly. The chapters confirmed 

that market orientation constituting customer orientation, competitor orientation and inter-

functional coordination are the resources of agricultural value chain actors in a developing 

country. Market orientation is leveraged to create innovation and competitive advantage of 

the agricultural value chain, which then achieves the financial performance. Chapters 4 and 5 

also indicated that three dimensions of market orientation: customer orientation, competitor 

orientation, and inter-functional coordination, achieve the reliability and validity in this 

context of an agricultural value chain. Accordingly, the agricultural value chain actors can be 

market-oriented by acquiring the understanding and knowledge about customers, then 

disseminating those throughout the chain.  

The theoretical model of market orientation, resources, differentiation, low-cost and business 

performance developed in Chapter 4 has extended the existing discussion about the literature 

of market orientation. The model recommends that in the case of an agricultural value chain 

in a developing country, customer and competitor orientation are the essential factors to 

create the differentiation, so that the value chain actors can achieve the position in the 

marketplace. It further recommends that if agricultural value chain actors have an 

understanding, knowledge, and commitment to their competitors and customers, they can 

differentiate their products to create and provide superior value to meet customers’ demand 



254 
 

and create satisfaction. Additionally, the theoretical model of market orientation and 

innovation, developed in Chapter 5 in Figure 5.1, is a new contribution to the market 

orientation literature. This model revealed that customer orientation and inter-functional 

coordination are the main factors to create the innovation of an agricultural value chain in a 

developing country. It recommends that value chain actors need to acquire the understanding 

and knowledge about customers, then disseminate it across value chain segmentation for the 

sake of innovating the whole chain. These two models above are the guideline for value chain 

actors to achieve the market orientation by employing the detailed instructions under each of 

the market orientation dimensions.  

7.4.2 Contribution to R-A theory 

From a theoretical perspective, the thesis also has contributions to the use of R-A theory in 

the context of an agricultural value chain in a developing country. As mentioned previously, 

most research in marketing and strategic management generally and agricultural business 

particularly, has applied a resource-based focus (e.g., using resource-based theory), whereas 

there is very little research which has employed the R-A theory. This thesis importantly 

applies and extends the application of R-A theory to an agricultural value chain. As 

mentioned in Chapter 2, R-A theory looks at the effectiveness and efficiency of utilisation of 

resources (Hunt, 1995). In this study, resources were grouped into human resources (skills, 

knowledge, and experience), a combination of informational and relational assets 

(relationships with customers and between the chain actors), financial resources, and physical 

resources.  

The research also extended R-A theory by considering market orientation and innovation as 

the resources of value chain actors to achieve the competitive advantage (as explained in the 

next point).  
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As discussed in section 7.2 and 7.3 in this chapter, the thesis has proposed a theoretical model 

of the relationship between value chain actors’ resources, market orientation, innovation, 

competitive advantage, and financial performance. Because of the hypothesis testing, which 

was then explained by text data from qualitative research, this model was refined. What this 

revealed was the positive effect of customer orientation, competitor orientation, resources, 

and innovation to create the differentiation of the beef cattle business. As indicated above, R-

A theory is concerned with the effective and efficient deployment of resources. This thesis 

thus illustrates how value chain actors leverage resources to achieve the competitive 

advantage. Findings indicate that customer, competitor orientation, innovation, and resources 

are important to create the differentiation, while inter-functional coordination supports the 

creation of the low-cost strategy. The thesis further confirms the contribution of innovation to 

the R-A theory. Findings show that innovation supports differentiation and efficient and 

effective use of cost throughout the beef cattle value chain.  

7.4.3 Methodology contribution 

The thesis adopts a mixed methods research to explore the role of value chain actors’ 

resources to create the competitive advantage and financial performance. Although mixed 

methods research has not been popularised in the field of marketing and strategic 

management studies, the combination of quantitative and qualitative is desirable (Buchanan 

& Bryman, 2007; Cassell, Buehring, Symon, Johnson, & Bishop, 2005). This thesis 

contributes to methodology in marketing study by providing empirical research of how the 

mixing of quantitative and qualitative strands can offer a more comprehensive understanding 

of the phenomenon than the single method approach.  

Integration is an indicator to reflect the extent to which quantitative and qualitative research 

are mixed (O'Cathain, Murphy, & Nicholl, 2007). However, Woolley (2009) found the 
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barrier to integrating those two research strands is the absence of exemplars. Accordingly, 

this thesis contributes to mixed methods research by providing the example of sequentially 

integrating qualitative and qualitative strands. In Chapter 3, the rationales of adopting mixed-

method research were explained clearly (see section 3.3 and 3.4), and the overall research 

question was divided into seven sub-research questions, which were answered by the 

integration of the quantitative and qualitative approaches (section 3.4.1.3 of Chapter 3). Data 

collection comprised two sequential phases: quantitative – qualitative, in which the 

qualitative followed qualitative to assist the quantitative study in the way of identifying and 

understanding proxies of market orientation, resources, innovation, competitive advantage, 

business performance and their relationships (see section 3.6 of Chapter 3). In this case, the 

results from the quantitative research were used to develop the protocol for an in-depth 

interview in qualitative research. At the stage of analysing data, quantitative variables helped 

the qualitative data analysis by identifying codes, and labelling concepts. At the final stage, 

findings from qualitative analysis were followed by the justifications from qualitative 

analysis to crosscheck the numeric data and increase the reliability and validity of data 

collection.  

7.5 Policy implication 

The preceding chapters have indicated the value of resources and market orientation within 

an agricultural value chain in a developing country. The thesis shows that customer 

orientation and resources are the important determinants to develop innovations in the beef 

cattle value chain to achieve the differentiation in a highly competitive market. Therefore, to 

improve the competitive advantage in the beef cattle marketplace, it is important that value 

chain actors have access to customers’ knowledge and understanding and leverage the 

resources to differentiate their beef cattle product. This is more important for smallholders 
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who have little contact with actors in downstream segments and therefore depend on public 

sources of market information. The case study Micheels (2010) stated that to develop a 

farm’s production, small farmers need to access the precise and reliable market information, 

which can then be applied to their production.  

Policy aiming to increase the propagation of information related to customer relationship and 

market structure may enhance the business performance of a beef cattle value chain. In 

developing countries, value chain actors have limited resources to generate their market 

intelligence; therefore, they mainly rely on governmental or public sources of information 

(Micheels, 2010). Accordingly, it is essential to conduct relevant research to deploy the 

resources for value chain actors, so that they can increase the market linkages among the 

chain parties and customers.  

7.6 Limitations  

The preceding sections discussed the conclusion of this thesis based on the research questions 

and the research problem, the thesis’s contributions and its implications. However, like other 

studies, the thesis, unavoidably, has certain limitations.  

The data collection and analysis were limited by the sample size and type. Due to the 

limitations of actors who are involved in the beef cattle value chain, this thesis was only 

conducted on 190 beef cattle value chain actors. In this case, however, the selected beef cattle 

value chain is typical in the Central Highlands, and all actors were involved in this process of 

data collection. The results from this study allow the findings to be generalised across the 

Central Highlands in Vietnam particularly and the beef cattle business of the whole country 

generally.  
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Data was collected from current beef cattle value chain actors; it did not include external 

actors who also have effects on the chain such as extensionists, staff of the Department of 

Agriculture and Rural development at district and provincial level, the policymakers at the 

commune, district, and provincial people committee. Given that this thesis aimed to identify 

the relationship between resources, competitive advantage, and innovation, which were 

contributing to financial performance, it would have been useful to examine the effects of 

external actors to contribute to this issue. However, this thesis was being accompanied by a 

project called “Developing productive and profitable smallholder beef enterprises in Central 

Vietnam”; therefore, the data from this project on external actors of the beef cattle value 

chain were used to crosscheck to avoid bias.  

Finally, at the commencement of the PhD project, the study planned to select two beef cattle 

value chains, so that the constructs such as market orientation, innovation, competitive 

advantage, and business performance could be compared and contrasted between these two 

chains. Moreover, environmental factors such as market turbulence, technological turbulence, 

and related policy on beef cattle business were not involved in this study. The reasons were 

time constraints and limitation of research funds. Because the study site of this PhD project is 

in a mountainous area of Vietnam – a developing country, this costs time and money for 

travelling. Interviews with beef cattle value chain actors were not easily conducted, as they 

were not available.  

7.7 Future research 

The thesis provides several avenues for future research. To begin with, the study can be 

generalised to other Highland areas within Vietnam. This can increase the external validity of 

the research and the test of the proposed theoretical model. Moreover, this study can be 
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generalised and transferred to other developing countries generally and South East Asian 

developing countries in particular, which share a similar culture with Vietnam.  

The study has been seeking information about the financial performance of a beef cattle value 

chain over a three-year period. Over time, the trading environmental changes can 

significantly affect the utilising of resources, the competitive advantage, as well as the 

performance of beef cattle value chain actors. These changes can propose the mediating 

and/or moderating factors, which influence resources and value chain actors’ business 

performance. Future studies could be replicated every three years to compare the results; this 

would help identify how beef cattle value chain actors adapt their resources and competitive 

advantage over time.  

Future research could be extended to other crop products value chains or other animal 

husbandry product value chains in developing countries. Despite the differences between 

products, it would be expected that agricultural value chain actors are likely to share the same 

cultures in using resources, achieving the competitive advantage and business performance. 

These studies could use R-A theory framework to identify the leveraging of resources to 

create the competitive advantage for the sake of obtaining superior financial performance. 

As noted earlier, this study adopted the sequential mixed method design, in which the 

quantitative research was dominant, followed by the qualitative one. A future study could 

extend this mixed method approach by adopting concurrent mixed method design or a 

qualitative-quantitative sequential mixed method to compare the results from the quantitative-

qualitative sequential mixed method.  
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This study explored the usefulness of market orientation in an agricultural value chain in an emerging
economy: Vietnam. Drawing on data from 190 actors in a beef cattle value chain in Vietnam’s Central
Highlands, the study examined the relationship between market orientation and innovation. The findings
indicate that there is no significant relationship between market orientation and performance. However,
customer orientation and inter-functional coordination are positively related to innovation, and there is
a positive relationship between innovation and financial performance. The findings provide insight into
the relationships among market orientation, innovation, and performance in agricultural value chains in
emerging economies.
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ntroduction

Market orientation (MO) is the degree to which an organization
pplies the marketing concept in their strategic and tactical mar-
eting decisions (Jaworski & Kohli, 1993, 1996; Kohli & Jaworski,
990). MO has been found to be an antecedent in the creation
f superior customer value, increasing competitive capacity, and
nhancing financial performance (Kohli & Jaworski, 1990; Narver

Slater, 1990). While MO has typically been explored at the
ustomer–marketer dyad unit of analysis; there has been increas-
ng interest in exploring the efficacy of MO at the value chain level
f analysis (Baker, Simpson, & Siguaw, 1999; Grunert et al., 2002;
angerak, 2001; Siguaw, Simpson, & Baker, 1998).

MO as a unifying business philosophy within a value chain sug-
ests that actors in every segment of the value chain focus on

erving the ultimate customers’ needs and strategically coordinate
ith all other chain members to create a superior value proposition

n a vertically coordinated marketing system (Baker et al., 1999). In
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a value chain, the degree of MO of each actor is influenced by the
other actors, and the competitiveness of the whole chain is influ-
enced by the coordination of chain actors in generating, sharing and
disseminating market intelligence throughout the chain (Fig. 1).

Since 1986 Vietnam has experienced dramatic changes in
socio-economic development which are based on market- ori-
ented policy reform (Kien & Heo, 2008). While globally the
livestock sector generally and beef cattle production particu-
larly has become more efficient and effective through innovations
in breeding stock, animal health, and technology these innova-
tions have not yet been widely adopted throughout Vietnam
(Ayele, Duncan, Larbi, & Khanh, 2012). Likewise, the linkages
between a value chain’s market orientation, innovation, and finan-
cial performance have not been explored in emerging economies
such as Vietnam. The purpose of this paper is to examine the-
ses interrelationships between MO, innovation, and financial
performance within beef cattle agricultural value chains in the con-
text of an emerging economy, Vietnam.
This study is motivated by two issues. First, the topics of MO,
innovation, and performance in agriculture value chains are criti-
cally important to small cattle farmers attempting to increase their
incomes in emerging economies such as Vietnam. Since the lib-
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Fig. 1. Hypothesized model.
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ralization of Vietnamese economy agriculture has become much
ore market-orientated, with an increasing focus on efficiency,

ffectiveness, and economies of scale, resulting in smallholder
attle farmers directly competing with lower priced, high quality
eef imports from Australia. Second, cooperation and coordination
re becoming more important in agricultural value chains (Royer &
ogers, 1998). This trend requires both the dissemination of market

ntelligence through the chain and coordination of strategy among
he chain actors to be responsive to customer’s needs. The coop-
ration and coordination of Vietnamese smallholder cattle value
hains are low due to a lack of communication between chain seg-
ents. The challenge for an emerging economy such as Vietnam’s is

o engage their small farm producers in the emerging modern retail
conomy thus avoiding locking them into subsistence production
nd poverty (Reardon, Barrett, Berdegué, & Swinnen, 2009). While
he linkages between MO,  innovation, and performance has begun
o be explored in beef value chain actors in developed nations
Micheels & Gow, 2008, 2011, 2012) there is a gap in research on
he MO,  innovation and performance relationships in agricultural
alue chains within an emerging market context.

iterature review

The relationship between MO,  innovation, and financial perfor-
ance has been addressed by substantial research; however, to fix

he context of agricultural production, the study applied framework
roduced by Johnson, Dibrell, and Hansen (2009) and Micheels
nd Gow (2008, p. 4). The framework was constructed by three
ub-constructs: MO,  innovation, and financial performance.

arket orientation

MO has been defined by marketing researchers as the crucial
ramework to improve the sustainability of competitive advantage
Kumar, Jones, Venkatesan, & Leone, 2011). MO  was  early inves-
igated by the pioneers such as Kohli and Jaworski (1990) and
arver and Slater (1990). According to Narver and Slater (1990),

O  consists of the concentration on customers and competitors,

nd integrating of firms’ functions to create the superior value
o customer. Delivering the superior value to customer is con-
cerned as the key of long-time profit and competitive advantage
(Kumar, Subramanian, & Yauger, 1998). Although MO has exten-
sively considered in the literature since the last 20 years, the
concept has received limited attention in field of natural resources
(Hansen, Dibrell, & Down, 2006) and specifically in agricultural
sector (Martino & Tregear, 2001; Micheels & Gow, 2008; Johnson
et al., 2009). Hence, this study attempts to apply MO concept in
agricultural production in an emerging country.

This study adopts Narver and Slater’s (1990) conceptualization
of MO which has been applied in agribusiness studies (Micheels &
Gow, 2008, 2011, 2012), food industry (Aziz & Yassin, 2010, Johnson
et al., 2009), and emerging countries (Hau, Evangelista, & Thuy,
2013). The concept includes: (1) customer orientation; (2) com-
petitor orientation; and (3) inter-functional coordination. Many
previous papers indicated that those three dimensions provide a
holistic picture of collecting, disseminating and using market infor-
mation in firms (Narver & Slater, 1990). The goal of MO is to deliver
a superior value proposition to the customer based on the insights
from customer and the analysis of competitors (Gounaris, Tanyeri,
Avlonitis, & Giannopoulos, 2012). MO applied to value chains in this
study is defined by measuring each value chain actor’s customer
orientation and competitor orientation, and then disseminating
these customer and competitor insights throughout the value chain
to create a superior value proposition for the customer (Baker et al.,
1999).

Innovation

Innovation can be conceptualized as the development of new
products or services (Cumming, 1998; Covin & Miles, 1999); alter-
native business models and strategies (McAdam, Armstrong, &
Kelly, 1998; Urabe, Child, & Kagono, 1988); new knowledge forma-
tion (Chaharbaghi & Newman, 1996); and/or an alternative delivery
method (Knox, 2002). Damanpour (1991) considers organizational
innovation as the practice of a new idea which comprises all activ-
ities of organizations: a new product, service or a new process.
Innovation in this study focuses on three types: new products, new

services, and new technology/process. Product and services innova-
tion has been noted as the introduction of new product or services
to meet the requirement of users and market needs (Damanpour,
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991), and is considered as the process of applying new tech-
ique into production process (Lukas & Ferrell, 2000) for the sake
f increasing revenue (Johne, 1999). This innovation reveals the
hange in end product which has to be upgraded and renovated
o maintain the market presence (Johne, 1999). Process innova-
ion is the alteration of new items’ elements into the process and
peration such as material, new equipment (Damanpour, 1991).
his process changes the production methods of the firm’s products
nd/or services (Cooper, 1998).

ypotheses

arket orientation and innovation

There are an increasing number of studies that focus on MO
nd its effect on innovation (Atuahene-Gima, 1995; Beck, Janssens,
ebruyne, & Lommelen, 2011; Nasution, Mavondo, Matanda, &
dubisi, 2011). Generally, these studies indicate a positive rela-

ion between customer and competitor orientations and influence
n innovation. In particular, market orientation impacts the capa-
ility of innovation through an understanding of the customer

ncrease production efficiencies and improves sales and profitabil-
ty (Atuahene-Gima, 1996). A recent study by Grinstein (2008)
ound that the customer and competitor orientations positively
ffect innovation consequences. Likewise, Atuahene-Gima (2005)
ound that customer and competitor orientations enhance a firm’s
illingness to develop new products. Newman, Prajogo, and
therton (2016) also found a strong relationship between customer
nd competitor orientations and incremental and radical innova-
ion within a firm.

Customer and competitor orientations refer to the informa-
ion acquisition process that creates knowledge about current and
otential customers and competitors and then disseminate this

nformation within the firm (Jaworski & Kohli, 1993; Narver &
later, 1990). However, this construct is also affected by the inter-
unctional coordination among the firm’s units (Jaworski & Kohli,
993; Narver & Slater, 1990). First, inter-functional coordination
nhances the flow of information and knowledge across the func-
ional boundaries to help firms generate new insights from market
nowledge (Hurley & Hult, 1998; Kohli & Jaworski, 1990). Second,
nter-functional coordination establishes trust among different
unctional units as well as creates the conditions for applying mar-
et information to their business (Jaworski & Kohli, 1993; Narver &
later, 1990).

ustomer orientation and innovation

The relationship between customer orientation and innovation
as yet to be fully explored and tested and remains ambiguous
Christensen, Cook, & Hall, 2005; Lukas & Ferrell, 2000). For exam-
le, studies by Tajeddini and Trueman (2008), Tajeddini (2010),
nd Voigt, Baccarella, Wassmus, and Meißner (2011) all failed to
nd a significant relationship correlation between customer orien-
ation and innovativeness. Alternatively, work by Matsuo (2006)
ound that customer orientation positively affects innovation by
he supporting positive conflict and solving the negative conflict.
ustomer oriented firms closely monitor and evaluate the tendency
f customer needs, then innovate to improve their products, ser-
ices to satisfy those needs (Micheels & Gow, 2008; Sadikoglu &

ehir, 2010). Others also found a positive relationship between
ustomer orientation and innovation including Laforet’s (2009)
ork on product innovation; Grawe, Chen, and Daugherty (2009)

tudy on service innovation, and Fredberg and Piller (2011) find-
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ings related to the relationship of customer orientation and radical
innovation and Newman et al. (2016) findings that customer ori-
entation supports both exploratory and exploitative innovation.
These suggest that:

H1: Customer orientation is positively related to innovation.

Competitor orientation and innovation

Many studies have revealed the no significance and/or negative
effect of competitor orientation on innovation. Frambach, Prabhu,
and Verhallen (2003) found that competitor-oriented firms often
require less engagement in new product development activities if
they imitate their competitors’ product. A recent study by Lewrick,
Williams, Maktoba, Tjandra, and Lee (2015) found that competi-
tor orientation is counterproductive for radical innovation and
has no significant relation with incremental in mature companies.
Additionally, in the case where demand is uncertain competitor
orientation tends to have a negative effect on innovation perfor-
mance (Gatignon & Xuereb, 1997). Foreman, Donthu, Henson, and
Poddar (2014) found that there is a negative relationship between
competitor orientation and financial performance.

Alternatively, competitor orientation can also be found to pos-
itively relate to innovation. Competitor orientation is the ability
of firms to determine, evaluate, and respond to weaknesses and
strengths of competitors, and then improve their organizational
intelligence (Day & Wensley, 1988; Kohli & Jaworski, 1990; Narver
& Slater, 1990). Competitor orientation facilitates an evaluation
of the progress of rival firms, stimulating a firm to be creative in
differentiating its products or services from competitors thereby
developing competitive advantage (Han, Kim, & Srivastava, 1998).
Competitor orientation also appears to influence both incremen-
tal and radical innovation (Atuahene-Gima, 2005; Newman et al.,
2016). Scholars have sometimes argued that competitor-oriented
firms tracked the competitors’ actions, which leads to the imita-
tion of their rival’s product, then making an incremental innovation
to their products and services (see, Lukas & Ferrell, 2000). How-
ever, others have suggested that focusing on competitors lead
firms to develop different innovation from their competitors to
obtain higher market share and that greater knowledge of competi-
tors enhances firm investment in developing new competencies
(Atuahene-Gima, 2005).

Grinstein (2008) found that when firms obtain a degree of
customer orientation, competitor orientation reinforces innova-
tiveness. This result supports Frambach et al. (2003) findings that
competitor-oriented firms engage in a high degree of customer
research to test “me-too” products on target customers. This leads
to the hypothesis that:

H2: Competitor orientation is positivity related to innovation.

Inter-functional coordination and innovation

The importance of inter-functional coordination to create supe-
rior value for customers has been mentioned in various studies
which focus on the positive effect to new product development
(Ayers, Dahlstrom, & Skinner, 1997; Griffin & Hauser, 1996). The
concept of inter-functional coordination implies mutual sharing,
dissemination, and involvement in conducting the launching and
developing a new product (Song & Parry, 1997). In this paper, it is

hypothesized that inter-functional coordination positively affects
innovation because it supports the process of information acqui-
sition, dissemination of market intelligence among the functional
units, and hence facilitates creativity (Jaworski & Kohli, 1993). In
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articular, inter-functional coordination enables creativity because
nits in firms can generate and share new ideas, resolve difficulties,
nd mediate conflicts or disagreements (Andrews & Smith, 1996;
atignon & Xuereb, 1997; Griffin & Hauser, 1996; Han et al., 1998;
icheels & Gow, 2008; Johnson et al., 2009). Thus, it is believed

hat inter-functional coordination facilitates the acquisition and
issemination of information and divergent ideas leading to inno-
ation and so our hypothesis is that:

H3: Inter-functional coordination is positively related to inno-
vation.

arket orientation and business performance

Slater and Narver (1994, 1999), found a significant rela-
ionship between market orientation and performance through
he improvement of sale growth and new product suc-
ess. Likewise, Kumar, Subramanian, and Strandholm (2011)
ndings provide additional support for the positive relation-
hip between MO  and performance found by Slater and
aver (1994) and Slater and Naver (1999). While the mar-
et orientation–performance relationship is still debated (e.g.
arris, 2001; Johnson et al., 2009; Ottesen & Grønhaug, 2005);

n a study based in the agricultural sector, Micheels and Gow
2008) found that MO has a positive effect on performance
oth directly and indirectly through innovation. Given the
ebate:

H4: Customer orientation has a positive relationship with finan-
cial performance of beef cattle value chain

H5: Competitor orientation has a positive relationship with
financial performance of beef cattle value chain

H6: Inter-functional coordination has a positive rela-
tionship with financial performance of beef cattle value
chain

nnovation and business performance

The effect of innovation on business performance remains a
atter of debate. Schumpeter (1934) argued that innovation is

 chance for firms to pursue economic rent in the short-term
hrough the establishing of a monopoly and continuous innovation
ctivities (Porter, 1980). Covin and Miles (1999) suggest that firms
nnovate and engage in entrepreneurship to pursue competitive
dvantage. By offering innovative products/services firms some-
imes can avoid price competition, access new marketing and
reate new demand, and enhance the firm’s business performance
s indicated by financial metrics such as turnover, profit, and
tock price; and/or develop strength in strategic metrics such as
eputation, loyalty, and satisfaction (Gupta & Zeithaml, 2006).
hrough successful innovation, customers will pay a premium
rice and purchase more frequently enhancing customer loyalty
hen the purchased products/services meet their particular

equirements (Anderson, Fornell, & Lehmann, 1994; Moreau &
erd, 2010). Moreover, innovation supports a firm’s efforts to
revent competitors from entering markets, strengthen their posi-
ional advantage thus improving their resilience (Porter, 1980).

ore recent studies that indicate a positive relationship between
nnovation and business performance include Cheng, Yang, and

heu (2014), Grissemann, Plank, and Brunner-Sperdin (2013), and
osenbusch, Brinckmann, and Bausch (2011).

However, the literature also points out the negative effects of
nnovation. Rogers (2003) suggested that these include greater
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expenditure, greater resource consumption, and less equitable
distribution of resources.  Further, innovation is also a risk
undertaking because it requires substantial resources (Li &
Atuahene-Gima, 2001). These considerations suggest that innova-
tion could negatively and positively impact financial performance.
Notwithstanding this, the weight of the literature suggests:

H7: Innovation is positively related to value chain financial per-
formance.

Methodology

Data collection procedure

A questionnaire was designed to ask beef value chain actors
(such as farmers, collectors, distributors, slaughterhouses, retail-
ers) for their perceptions on a range of variables including customer
orientation, competitor orientation, inter-functional coordination,
and innovation. The design of survey instrument comprises two
areas: (1) general information, perception of interviewees about
customer focus, competitor focus, inter-functional coordination,
innovation and chain performance; (2) measurement of items using
the five-point Likert scales ranging from 1 = “Not at all”, 2 = “A
little bit”, 3 = “Somewhat”, 4 = “Quite well”, and 5 = “Very well”.
Local experts in beef cattle production include successful small-
holders, local extension agents, beef cattle ‘collectors’ (sometimes
also called ‘aggregators’ or ‘traders’). A pre-test of the survey by
researchers from the Faculty of Animal Science at Tay Nguyen
University, Dak Lak province, assessed the items in the ques-
tionnaire. After incorporating their suggestions, a second pre-test
was carried out with ten farmers, and two  collectors (aggrega-
tors or traders), to make sure that all the questions were relevant
for respondents. Based on their feedback the items were modi-
fied.

To maximize responses, the survey strategies included four
days’ training for the survey enumerators, modifying the length
and the form of the survey to enhance clarity, improving arrange-
ments for data collection and the provision of feedback. Data
were acquired through face-to-face interviews, by meeting with
each value chain actor. The enumerators were trained to pro-
vide information about respondent confidentiality and the project’s
potential benefits and implications. Generally, data were collected
at a convenient time for the respondent. In this process, 190 value
chain actors were interviewed including 134 small farmers, and
4 collectors, 2 slaughterhouses, 20 wholesalers, and 30 retail-
ers.

Sampling design and frame

The unit of analysis for this study is a single value chain system
in a developing country context. At some levels in single traditional
smallholder value chain there are very few actors (e.g. collectors or
traders) and there is a paucity of formal information available on
chain participants to assist research design, hence ‘non-probability’
or ‘purposeful’ sampling is the most appropriate sampling tech-
nique to employ in order to collect the richness of the information
needed to illuminate the phenomenon being studied. Thus, the
frame was  ‘stratified’ by the structure of the chain and its var-
ious levels of chain actors, farmers, collectors, slaughterhouses,
and retailers, with a purposeful sample being selected from each

stratum (Onwuegbuzie & Leech, 2007).

Surveys were administered to a non-random purposeful sample
of 190 actors including 134 smallholders, 4 collectors, 2 slaughter-
houses, 20 wholesalers, and 30 retailers who involve beef cattle
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alue chain the Centre Highland of Vietnam. By using a snowball
rocess, the respondents were requested to forward the survey.
here are five collectors at the district level, and four are small
ollectors that mainly supply beef cattle for the district’s slaugh-
erhouse and one collector who supplies beef cattle to the city.
he district collector was requested to identify the collection areas
hich daily provide a high percentage of beef cattle. Based on a

ist of 250 smallholders provided by the commune authority, 180
mallholders, who sell beef cattle to the commune collectors, were
elected. However, 30 smallholders were removed from this list
ecause of reasons that included: (1) they had migrated to the city;
2) they changed their production model to a cow–calf raising oper-
tion; or (3) they were not of sufficient scale of production. Within
50 selected smallholders, 16 smallholders were not available at
he time of survey; therefore, only 134 smallholders involved in this
rocess. The survey with the district collectors also helps to identify
wo slaughterhouses, then 20 wholesalers, who buy beef from these
laughterhouses was identified. The wholesalers helped to identify
he markets where they supply retailers. A list of 60 retailers at two
entral markets in the city was provided by the government’s Mar-
et Management Board. However, 20 retailers were removed from
his list as they had not bought beef from these wholesalers; there-
ore 40 retailers at the two  central markets in the city were selected
o conduct the survey. During the survey, 10 out of 40 retailers were
ot involved in this process because they did not have the time to
nswer the questions in the survey.

easures

All items to measure market orientation and innovation were
dopted from previous research. MO was measured using the
arver and Slater (1990) scale. The concept comprises three dimen-

ions: customer and competitor focus as well as the coordination
mong the firm’s units. Items were adapted for agricultural pro-
uction in developing country. The MKTOR measurement scale
eveloped by Narver and Slater (1990) initially focused on three
imensions: customer orientation, competitor orientation, and

nter-functional coordination which have been adopted in numer-
us research studies to date (Farrell & Oczkowski, 2002; Greenley,
995; Hult & Ketchen, 2001). In the context of agricultural pro-
uction in developing countries, a large portion of the innovation
as usually been done to increase the productivity and the value
f the product. Innovation is generally seen as the adoption and
mplementation of new technologies or production practices. In
his paper, innovation was measured through two items adapted
rom Hurley and Hult (1998) to the study’s context, small-scale cat-
le producers in a traditional and rural area of a developing country.
ata analysis

The quantitative analysis in this paper was conducted using SPSS
3. All data were analysed using exploratory data analysis (EDA)

able 1
eliability and validity of scale items.

Measurement Mean No of items 

Customer orientation 2.2 5 

Competitor orientation 1.9 6 

Inter-functional coordination 2.3 4 

Innovation 1.7 3 

Financial chain performance 2.7 3 
 Knowledge 3 (2018) 154–163

to determine the out-of-range values, missing values, outliers, and
normality. Reliability analysis was conducted by employing Cron-
bach’s alpha. Confirmatory Factor Analysis (CFA) using AMOS 2.3
was used to measure the convergent proportion of variance (Hair,
Anderson, Babin, & Black, 2010). The convergent validity is accepted
when loadings of items are significant (Anderson & Gerbing, 1988)
and the minimum value of factor loadings is 0.5 (Hair et al., 2010).
Finally, the structural equation model was  applied to test the
whole hypothesized model by examining the relations between
constructs and scale items. Additionally, to measure the fitness
between data and the hypothesized model, some indexes were
also calculated such as: �2/df < 2 (Tabachnick & Fidell, 2007), the
comparative fit index (CFI), the normed fit index (NNFI) above 0.9
(Ullman & Bentler, 2003), and the root mean square error approxi-
mation (RMSEA) below 0.08 (Browne & Cudeck, 1993).

Results

Reliability

To measure the internal consistency among the items, reliability
analysis was employed as illustrated in Table 1. The findings indi-
cate that most of the Cronbach’s alpha values are greater than 0.70
indicating the outstanding the consistency among items (Nunnally,
1978). The construct of customer orientation and financial chain
performance is 0.7; acceptable for the context and nature of this
exploratory study (Nunnally, 1978). During the reliability analysis,
items that had item-to-total correlations below 0.35 were removed
from further analysis Delgado-Ballester (2004). For this reason, two
out of five items of financial performance construct were removed
from this process (Table 2).

Construct validity

Confirmatory factor analysis (CFA) was  used to test the full mea-
surement model. Model fit was  analysed using the goodness of fit
index (GFI), the incremental fit index (IFI), and the Tucker-Lewis
index (TLI) along with the root mean squared error of approxi-
mation (RMSEA) and the chi-square index divided by degrees of
freedom (df). The data seem to fit the model reasonably well as
the GFI = 0.84, IFI = 0.93, TLI = 0.90, RMSEA = 0.08, and CMIN/df = 2.3,
all indicating an acceptable fit. The convergent validity was exam-
ined by the Average Variance Extracted (AVE), which is from 0.60 to
0.80 greater than the cut-off at 0.5; hence all items in measurement
model are statistically significant.

Discriminant validity was  used to measure the extent to which
latent factors are distinct and uncorrelated to ensure that one latent
variable is not highly correlated with others. When a high correla-

tion between two latent variables means that this latent variable
is explained better by another variable from a different factor than
its observed variables. According to Fornell and Larcker (1981), dis-
criminant validity is observed through the comparison between the

Cronbach alpha Loading AVE

0.7 0.4–0.7 0.67
0.9 0.8–0.9 0.80
0.9 0.6–0.8 0.80
0.8 0.4–0.8 0.60
0.7 0.7–0.9 0.71
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Table  2
Discriminant validity.

1 2 3 4 5

Customer orientation (1) 0.82
Competitor orientation (2) 0.80 0.89
Inter-functional coordination (3) 0.81 0.83 0.89
Innovation (4) 0.79 0.72 0.80 0.77
Financial chain performance (5) 0.28 0.17 0.15 0.23 0.84
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quare roots of the average variance extracted and the correlation
etween latent variables. The result indicates that the square root
f average variance extracted of all latent variables is greater than
he correlation between latent variables; hence the discriminant
alidity is achieved.

esting hypotheses

Testing of the hypotheses was conducted through structural
quation model (Table 3). Model fit was analysed using the Good-
ess of Fit Index (GFI), the Incremental Fit Index (IFI), and the
ucker-Lewis Index (TLI) along with the root mean squared error of
pproximation (RMSEA) and the CMIN (�2) divided by degrees of
reedom (df). The data seem to fit the model reasonably well as the,
FI = 0.84, IFI = 0.93, TLI = 0.90, RMSEA = 0.08, and CMIN/df = 2.3, all

ndicating the model fits the data well. Unfortunately, the RMSEA
f 0.08 did not meet the requirement of RMSEA cut-off point of less
han 0.08. However, other previous studies confirmed that when
he sample size is small, the RMSEA does not perfectly fit due to
he effect of the level of power or the Type I error rate (Nevitt &
ancock, 2004).

The analysis shows there is a positive relationship between cus-
omer orientation, inter-functional coordination and innovation.

 one-unit increase in customer orientation and inter-functional
oordination will result in a 0.49 and 0.73 unit increase in inno-
ation, respectively; therefore the hypothesis H1 and H3 are
upported. The hypothesis H7 was also supported (P = 0.04) when

 one unit increase in innovation leads to a 0.35 unit increase
n financial chain performance. Conversely, the result shows an
nsignificant relationship between competitor orientation and
nnovation and there are no relationship between customer ori-
ntation, competitor orientation, and inter-functional coordination
ith financial performance of value chain (Fig. 2).
iscussion

The literature does not adequately address the concept of
he antecedents and consequences of innovation in agricul-

able 3
egression weights.

Innovation ← Customer orientation (H1) 

Innovation ← Competitor orientation (H2) 

Innovation ← Inter-functional coordination (H3) 

Financial performance ← Customer orientation (H4) 

Financial performance ← Competitor orientation (H5) 

Financial performance ← Inter-functional coordination (H6) 

Financial performance ← Innovation (H7) 
tural value chains (McElwee, 2006), and specifically have failed
to incorporate the context of an emerging nation such as
Vietnam. This research addresses this gap by providing insights
into the relationships between market orientation, innovation and
chain performance in the context of cattle production in a devel-
oping country.

Market orientation and financial performance

The study found that there are no significant relations between
three dimensions of MO:  customer orientation, competitor orienta-
tion, and inter-functional coordination and financial performance
of beef cattle value chain, which was  corroborated by Ottesen and
Grønhaug (2005) and Johnson et al. (2009). The possible explana-
tion is that beef cattle value chain actors believe they are market
oriented, but in practice are not or they would be a shortage of the
ability to perform the competitive advantage through market ori-
entation. In this study, these value chain actors are at least aware
of MO and perform these activities to some extent, but that is not
enough to create a greater performance. It is also possible to explain
that the insignificance in the relationship between MO and financial
performance by the nature of relationships within the value chain.
Obviously, the smallholders often sell cattle to collectors/traders.
At the end, beef retailers who  in turn sell to the end consumer.

Market orientation and innovation

The results consist with other previous studies to indicate that
customer orientation is positively related to innovation (Sadikoglu
& Zehir, 2010; Micheels & Gow, 2008, 2011; Newman et al., 2016)
and coincides with arguments of others that customer orientation is
an antecedent of innovation (Cheng & Krumwiede, 2012). Customer
orientation asks the sellers to understand the buyer through-
out the value chain (Day & Wensley, 1988), and then sellers can

innovate their business to create value for buyers by increasing ben-
efits or decreasing buyer’s cost (Narver & Slater, 1990). However,
the magnitude of customer orientation is relatively low indicat-
ing that the awareness of smallholders about understanding and

Estimate S.E. C.R. P

0.490 0.377 2.037 0.042
−0.361 0.193 −1.177 0.239

0.726 0.299 2.580 0.010
0.355 0.373 1.140 0.254
0.121 0.174 0.335 0.737
−0.541 0.321 −1.368 0.171

0.349 0.154 1.730 0.044
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Fig. 2. Structural equation model.
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ollecting information from the target customer is still minimal
nd could be improved.

Findings also reveal that inter-functional coordination has a pos-
tive effect on innovation which is consistent with other similar
tudies (Micheels & Gow, 2008, 2011; Johnson et al., 2009). The
xistence of grass-root associations such as cattle clubs, animal
ssociations, farmer unions, women unions, and youth unions at
he study sites has enhanced the social capital among the small-
older farmers and reinforces the horizontal bonding and the
ertical networking of the smallholders.

Findings also indicate that competitor orientation has an
nsignificant relationship with innovation which supports some
revious studies (Gatignon & Xuereb, 1997; Lukas & Ferrell, 2000;
ttesen & Grønhaug, 2005; Johnson et al., 2009). In this study,
ompetitor-oriented value chain actors imitate the competitor’
ctivity, and introduce me-too imitations, rather than produce line
xtensions or new-to-world products. Additionally, in this case
f smallholder farmers in a developing country with little or no
nformation, the farmer could not determine their competitors. In
his Vietnamese province, most beef farmers are in collaborative
elationships with fellow local producers rather than regarding
hem as competitors for the limited market opportunities offered
y traders. Hence, it appears that the market orientation con-
ept is unclear in the context of small farmers in an emerging
conomy.

nnovation and financial performance

While there is no evidence of the direct impacts upon perfor-
ance via market orientation, the findings do reveal a positive

nfluence on performance through innovation which supports pre-
ious studies such as Micheels and Gow (2008) and Johnson et al.
2009). The importance of innovativeness is not surprising in this

ighly competitive and heterogeneous marketplace. In this case,
alue chain actors employ their knowledge and understanding
bout the customer, which are then disseminated among the chain
arties to innovate the beef cattle business. By doing that those
innovations enhance the financial performance of beef cattle value
chain

Managerial and policy implications

This paper is one of the first attempts to examine the concept
of market orientation, innovation, and value chain performance
within a developing country agricultural context, although these
concepts have been widely applied in developed countries. There-
fore, the application of these concepts to a developing country’s
agriculture where small farmer innovation is predominantly incre-
mental and involving often complex socio-cultural and external
factors contributes valuable insights to the literature on market
orientation, innovation, and value chain performance.

The findings indicate that customer orientation and inter-
functional coordination are antecedents to innovativeness, while
competitor orientation has no significant relationship with inno-
vation. This suggests that to improve beef cattle value chain
financial performance, customer and inter-functional coordina-
tion should be encouraged by policy incentives and support
initiatives amongst the value chain consisting of smallholders,
collectors, slaughterhouse, wholesalers, and retailers; especially
when innovativeness is defined in terms of openness to new
ideas. To do that, development policies should encourage small-
holders to engage in the coordinating supply and increase
their capacity to access information on customers, competi-
tors, and contact with other actors across the chain. The study
also provides important strategic guidelines for agriculture gen-
erally and beef cattle production, particularly in developing
countries.

To enhance the performance, smallholders should concen-
trate on understanding customers, pay attention to competitor
behaviour to produce comparable products, and focus on inter-
functional coordination to improve the product lines. The results

of this study could offer policy makers’ guidelines regarding
improving value chain performance in other agricultural sectors in
developing economies. The lack of customer orientation and inter-
functional coordination can restrict the development of innovation,
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nd chain performance, therefore policy makers should increase
mallholders’ awareness of customer expectation and require-
ents without ignoring strengths, weaknesses and the business

erformance of competitors.
Platforms to facilitate vertical coordination (such as on-line cat-

le markets and on-line access to market preferences and demand)
hould also be encouraged, developed and supported by policy
akers so that smallholders and other chain actors can more

ffectively and efficiently share their resources, information, and
nowledge about customers, and competitors. For example, Russell
nd Purcell (1980) suggested the market innovation for small-
olders in rural Virginia (who faced thin markets with high price
olatility) of electronic cattle auction markets to provide a more
ffective mechanism for price discovery (resulting in often higher
rices to the small holders in narrow less competitive rural mar-
ets). This type of vertical market coordination is also suggested by
ica-Ciamarra and Otte (2008) to enhance the incomes of small-
olders in developing nations.

Findings also reveal that market orientation is important if beef
alue chain actors are going to continue to develop value-added
roducts; therefore, smallholders should contact and establish the

inkage with consumers and downstream chain parties to accu-
ately identify the possible sources to create the value, and gather

nformation, which can be used to formulate and implement their
eef cattle business (Micheels & Gow, 2011, 2012).

Given changing consumer preferences, smallholders need the
nstitutional framework support from governments to increase

ppendix A.

cales All measures were taken on a 1 (not at all) to 5 (very well) scale
Customer orientation (based on Narver and Slater, 1990)
•CF1 •I continuously try to discover additional customer needs w
•CF2  •I anticipate what customer might need and suggest new pr
•CF3 •I  always try to innovate the current beef cattle business to 

•CF4  •I usually think about the benefit that customers receive fro
•CF5  •I contact closely with lead customers and try to recognize t

Competitor orientation (based on Narver and Slater, 1990)
•CoF1 •I always collect and concern about competitor’s activities
•CoF2 •I diagnose competitor’s goals
•CoF3 •I always track the business performance of key competitor
•CoF4 •I identify the area where our key competitors have succeed
•CoF5 •I evaluate the strength and weakness of competitors
•CoF6 •I target customers where my  business has an opportunity f

Inter-functional coordination (based on Narver and Slater, 1990)
•CO1 •We regularly visit our current and prospective customers
•CO2 •We freely discuss our successful and unsuccessful custome
•CO3 •People on our chain understand how everyone can contrib
•CO4 •We always share resource with other members of marketin

Innovation (based on Hurley and Hult, 1998)
•INN1 •I always apply alternative technique to improve beef cattle
•INN2
•INN3 •I always seek innovative ideas which we  can use in our bee

•Innovation is readily accepted in beef cattle project manag

Financial Chain performance (based on Micheels and Gow, 2011)
•CFP2 •We were very satisfied with the overall performance of the
•CFP3 •The return on production investments met  expectations la
•CFP5 •The return on marketing investments met  expectations las
•CFP6 •The prices we  received for our product is higher than that o
•CFP7 •The overall performance of the farm last year exceeded tha
 Knowledge 3 (2018) 154–163 161

their capabilities in order to remain competitive with the larger
more sophisticated competitors (Pica-Ciamarra & Otte, 2008). The
institutional framework shapes and strengths the relationship
among smallholders, traders, slaughterhouse, wholesaler, retailers,
and final customer, which would enhance the information and
product flow among chain parties.

Limitations

The present study has some limitations. The research setting
surveys a range of actors such as farmers, collectors, slaughter-
house, wholesalers, and retailers directly involved in the beef cattle
value chain, while ignoring the effect of other stakeholders in
farmers’ network (Lazzarini, Chaddad, & Cook, 2001). Those stake-
holders include extension agents, local governmental staff, and
policy makers who  also may  affect the market orientation and
innovation of smallholders, consequently impacting business per-
formance. Therefore, future studies should consider the effect of
additional actors in supporting smallholders to improve their beef
cattle value chain.

In this study, the scale and validation were specific to the con-
text of a developing country; therefore the generalizability may be

limited. It would be fruitful to be able to compare similar studies in
other emerging economies to test cross-cultural validation of the
measurement models and to confirm the scale development and
its validity.

hich they are not aware of yet
oducts and services which I could supply to them
meet customer needs even I recognize the possibility of risk
m my  products and services benefit
heir needs months or even years before the majority of market may  notice them

s
ed or failed

or competitive advantage

r experiences with our partners
ute to creating customer value
g channels

 business

f value chain
ement

 farm last year.
st year.
t year.
f our competitors.
t of our major
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a b s t r a c t

This study employs resource advantage theory to identify how beef cattle value chain

actors’ resources are translated into the positional advantage and how that then affects

their financial performance in an emerging country context. The study tested was designed

to understand if: (1) the resources of beef cattle value chain actors are positively related

to positional advantage; and (2) positional advantage is positively related to the financial

performance of the actors within the value chain. The unit of analysis in this study is a

single beef cattle value chain. One hundred and ninety value chain actors were interviewed

and the findings appear to indicate that chain actors’ resources are an antecedent to posi-

tional advantage in the marketplace and that this market advantage is an antecedent to the

superior financial performance of beef cattle value chain.
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Aprovechando  la  gestión  del  conocimiento  de  la  innovación  para  crear
ventaja  posicional  en  las  cadenas  de  valor  agrícola

Palabras clave:

Diferenciación

Orientación al mercado

Innovación

Ventaja de bajo costo

Ventaja posicional

r  e  s  u  m  e  n

Este estudio emplea la teoría de la ventaja de recursos para identificar cómo los recursos

de  los actores de la cadena de valor del ganado vacuno se traducen en la ventaja posicional

y  cómo afecta entonces su desempeño financiero en el contexto de un país emergente. El

estudio probado fue diseñado para comprender si: (1) los recursos de los actores de la cadena

de  valor del ganado vacuno están positivamente relacionados con la ventaja posicional; Y

(2)  la ventaja posicional está positivamente relacionada con el desempeño financiero de

los  actores dentro de la cadena de valor. La unidad de análisis en este estudio es una sola

cadena de valor de ganado vacuno. Se entrevistaron a ciento noventa actores de la cadena

de  valor y los hallazgos parecen indicar que los recursos de los actores de la cadena son

antecedentes de la ventaja posicional en el mercado y que estas ventajas de mercado son

antecedentes del desempeño financiero superior de la cadena de valor del ganado vacuno.

©  2017 Journal of Innovation & Knowledge. Publicado por Elsevier España, S.L.U. Este es

un  artı́culo Open Access bajo la licencia CC BY-NC-ND (http://creativecommons.org/
Introduction

Positional advantage is gained by exploiting resources and
capabilities to create superior performance (Day & Wensley,
1988). Positional advantage mediates the affiliation between
competitive advantage and venture performance (Martin,
Javalgi, & Cavusgil, 2016); and between market orientation and
new product performance (Hao, Guo, Wang, & Saran, 2014).
The construct of positional advantage, gained by a superior
market orientation, and the capacity to learn about, innovate
and exploit entrepreneurial opportunities positively affects
business performance (Hult & Ketchen, 2001; Hunt & Lambe,
2000; Micheels & Gow, 2012). Research on positional advan-
tage in agribusinesses in transitional nations and emerging
economies is scant (Micheels & Gow, 2012). Ellis (2005) iden-
tified this research gap when he suggested that it would be
useful to conduct market orientation and positional advan-
tage studies in transitional developing countries,1 where firms
engage in marketing research to offer better prices, delivery
times, and customer services compared to rivals to achieve
the better performance in the marketplace. Further, Bathgate,
Omar, Nwankwo, and Zhang (2006) and Sheth (2011) have
questioned the application of the market orientation concept
in transitional and developing economies. Notwithstanding, a
substantial body of research reveals the relationship between
resource, positional advantage and business performance in
agricultural production (Grunert et al., 2005; Johnson, Dibrell,
& Hansen, 2009; Ross & Westgren, 2009), but there has been a
lack of empirical application of resource advantage theory in
agribusiness research.
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
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Vietnam in 1986 transitioned from a centrally-planned
to a market-driven economy where open market trade poli-
cies have greatly increased competitive pressures in the

1 Transitional developing countries are less developed nations
transitioning from a centrally planned to a market economy.
licenses/by-nc-nd/4.0/).

marketplace (Beresford, 2008). The competition occurs
between state companies versus private ones and domestic
versus imported products. Likewise, Vietnam’s recent mem-
bership admission to the WTO in 2007 has created both new
opportunities for entrepreneurial exporters and threats to
firms that had previously prospered in Vietnam’s domesti-
cated markets (e.g. for a discussion of domesticated markets
see Arndt, 1979). Accordingly, Vietnam provides a suitable
context to conduct a study on positional advantage in a tran-
sitional economy. Prior to 1986 the sector operated with stable
prices and planned production. However, domestic beef farm-
ers now operate in a relatively hostile and dynamic market
environment with a high degree of competition and a short-
age of profitable opportunities (Covin & Slevin, 1989). Within
the economic sectors of Vietnam, beef cattle production is
an important industry in the livestock sub-sector occupying
27% of agricultural GDP (Pham, Smith, & Pham, 2015). Indeed,
the number of imported cattle to Vietnam increased by 35%
from 2007 to 2015 leading to increased competition between
domestic and imported beef cattle from neighboring countries
and Australia. Therefore, Vietnamese beef cattle production,
historically dominated by small-scale production may find it
difficult to achieve superior performance.

This paper surveys members of a beef cattle value chain
in Vietnam’s Central Highlands to examine the translation of
value chain actor’s resources into positional advantage and
financial performance in an emerging country. Using struc-
tural equation modeling techniques, the paper estimates a
path model to explore how resources are linked to positional
advantage and ultimately financial performance. This study
attempts to contribute to the literature in two ways. Firstly,
there have been few studies employing resource, market
orientation, positional advantage and business performance
theory in the context of agri-food value chains in a transi-
tional developing country. Secondly, the study contributes to
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

the debate on the relationship between positional advantage
and business performance. This paper is structured as follows:
firstly, the literature on resource advantage, the capabilities
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f positional advantage and financial performance is briefly
eviewed, and then our theoretical model and hypotheses are
resented. The following sections describe the research design

ncluding data collection, analysis, and findings. The final two
ections discuss our findings and their implications.

iterature  review

he  current  Vietnamese  beef  cattle  sector

griculture contributes up to 18% Vietnamese GDP, in which
eef cattle production contributes up to 27% GDP of agricul-
ural sector, and is a source of livelihood of more  than 35%
f people in rural area (Pham et al., 2015). The demand of
eef consumption has increased during the last two decades
ecause of the rapid growth of population, the development
f tourism, and changes in the tastes and preferences of
onsumers (Karimov et al., 2016). These stimuli are driving
emand for beef in Vietnam. However, domestic beef supply
oes not meet domestic demand (Karimov et al., 2016; Thu,
oritaka, & Fukuda, 2016). Vietnam has about five million
ead of cattle and its beef production equals around 300,000

ons (Karimov et al., 2016). The cattle production system is
haracterized by small-scale beef farms, limitations in feed
roduction, nutrition and animal health practices and tradi-
ional marketing practices which are inefficient, opportunistic
nd exploitative. Therefore, domestic beef cattle production
nly supplies 70% of beef demand. To satisfy this increase

n the demand for beef, the Vietnamese Government allows
he importation of live cattle, frozen beef cuts, and to a lesser
xtent, fresh beef from other countries, largely from Australia.
or this reason, the competitiveness of beef cattle value chain
ctors has been a focus for Vietnamese Official Development
ssistance in recent years. This research was conducted as
art of doctoral studies which formed a component of a much

arger Project sponsored by the Australian Centre for Interna-
ional Agricultural Research. The strategy literature indicated
hat cost leadership and differentiation lead to the sustainabil-
ty of competitive advantage (Micheels & Gow, 2012). However,

 cost leadership strategy may not be useful for beef cattle
mallholders in Vietnam, because of institutional and social
onstraints. Due to the limited land area and fodder avail-
bility, the scale of production is approximately five cattle per
ietnamese household (Herold & Zárate, 2010). Differentiation
f beef cattle production may provide smallholders and other
ctors in the value chain the opportunity to profitably cre-
te competitive advantage through enhancing product quality
e.g. Karimov et al., 2016; Khanh, Stur, Ha, & Duncan, 2009).

esource  advantage  theory

his study employs resource advantage (hereafter R-A) the-
ry to identify how actors in a beef cattle value chain in an
merging country utilize their assortment of resources to pro-
uce positional advantage, which then results in financial
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
value chains. Journal of Innovation & Knowledge (2017), http://dx.doi.org/10.1

erformance. R-A theory was developed to advance market-
ng theory through positing the interaction between resources
nd the exchange process in competitive markets (Hunt,
010, 2013, 2015). R-A can be considered as the combina-
w l e d g e x x x (2 0 1 7) xxx–xxx 3

tion of business strategy when it integrates industry-based,
resource-based, competence-based theory and contributing to
marketing’s literature through the form of market orientation
(Hunt & Lambe, 2000). As will be shown, both R-A theory and
industry-based theory agree that firm’s objective is superior
performance which caused by the marketplace position and
affected by external factors such as competitors, customers,
and suppliers. The R-A viewed that the comparative advantage
of resource results in the advantage of position in marketplace,
which then enhances the superior financial performance and
conversely (Hunt & Morgan, 1997). This point of view under
R-A theory supported to Porter’s (1991) to explain why firms
outperform to others in value chain performance due to the
comparative advantage in resources. With regard to resource-
based theory, R-A theory agrees that firm’s resources, which
are heterogeneity and imperfect mobility, enable to effectively
and efficiently produce offering product to market segments
(Barney, 1991, 2001; Hunt & Lambe, 2000; Hunt & Morgan, 1997).
Both competence-based theory and R-A theory stated that
competition is disequilibrium provoking and organizational
learning essential to organizational competence, which can
create and leverage new knowledge within and across organi-
zations (Hunt, 2000; Hunt & Lambe, 2000).

The theoretical framework (Fig. 1) in this paper is modified
from “a schematic of the R-A theory of competition” devel-
oped by Hunt (1995, p. 318). R-A theory concentrates on the
importance of resources comprising tangible and intangible
assets, which enable the efficient and effective production
of the value offering for economically attractive market seg-
ments. They consist of heterogeneous physical, financial,
legal, human, organizational, informational, and relational
assets. Firms achieve advantage by offering a product that
provides superior value to customers and/or low cost based
production compared to the competitors (Hunt & Morgan,
1995).

Positional  advantage

A firm managers’ expectation is to improve the performance
for the least expenditure. To do so, firms need to identify
required skills and resources to optimize current position and
future performance, which then allocates resources toward
high leverage activities. The conversion of resources and skills
into positional advantage has been identified as the structural
“drivers” of cost and differentiation advantage (Porter, 1985),
and the combination of these drivers creates customer value.
Cost advantage is driven by factors such as the economies of
scale, learning and knowledge externalities, capacity utiliza-
tion patterns, and the strategic alignment of vertically linked
activities throughout the chain. Analogously, differentiation
reflects the translation of superior skills and resources into
activities to increase the customer’ perceptions of the prod-
uct’s benefit. Therefore, they are willing to pay a premium
which must be higher than the added cost of superior product
performance (Porter, 1991). The drivers of differentiation are
nowledge management to create positional advantage in agricultural
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the selection of policies to perform activities such as adver-
tising, skills, and labor, coordination within the chain, timing
to achieve the first-mover advantage and the location (Hult &
Ketchen, 2001).

dx.doi.org/10.1016/j.jik.2017.08.001


ARTICLE IN PRESSJIK-55; No. of Pages 11

4  j o u r n a l o f i n n o v a t i o n & k n o w l e d g e x x x (2 0 1 7) xxx–xxx

 

 

 

 

 

 

 

 

 

 

 

 

 

Customer 
orientation 

 

Source of advantage  Positional advantage
   Performance 

Resource 

Competitor 
orientation 

Inter-
functional 

Coordination 

 

Low-cost

Differentiation  

Financial 
performances  

H1 

H2 

H3a 

H4a  

H3b 

H4b 

H3c  

H4c 

H5 

H6

oret
Fig. 1 – The

A firm can attain product or service differentiation when
customers consistently recognize its offerings as superior to
its competitors, and a firm can achieve cost leadership when
its operational cost is lower than competitors (Porter, 1991).
When a firm employs a differentiation strategy, customers
receive the added value in products/services compared to
those of competitors (Zhou, Brown, & Dev, 2009). Such a strat-
egy comprises two dimensions: product or services advantage,
the former relates to superior qualities, package, and design of
a product, while the latter relates to services such as delivery
and warranty (Morgan, Kaleka, & Katsikeas, 2004). Differenti-
ation can be in various forms such as service differentiation,
technical differentiation, and product differentiation (Kaleka
& Berthon, 2006).

Low cost is a component of positional advantage (Langerak,
2003; Micheels & Gow, 2012; Vytlacil, 2011). The concept is
achieved through the performance of activities in a value
chain at low cost, but providing a parity product compared
to the competitors. According to Narver and Slater (1990),
firms achieve superior performance through low-cost when
customers perceive that they purchase parity products which
have low total acquisition and usage costs; hence the desirable
profit margins of firms are still maintained. To apply R-A the-
ory in the context of agribusiness value chain in a transitional
developing country, this paper hypothesizes that:

H1. The resources of beef cattle value chain actors have a
positive relationship with low-cost.
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
value chains. Journal of Innovation & Knowledge (2017), http://dx.doi.org/10.1

H2. The resources of beef cattle value chain actors have a
positive relationship with differentiation.
ical model.

Marketing literature classifies the source of advantage into
two groups: firstly, distinctive personal capabilities or skills
and, secondly, the tangible assets or resources required for
advantage (Day & Wensley, 1988), while Hunt and Morgan
(1995) considered market orientation as a firm’s resource. Mar-
ket orientation is neither a skill nor a tangible asset, hence
this concept does not affect competitive advantage. How-
ever, because this paper employs R-A theory in which the
resource advantage comprises both tangible and intangible
assets, then market orientation can be seen as an intangi-
ble resource. It is argued that market orientation contributes
to comparative advantage and hence enables the positional
advantage of a firm in the marketplace (Hunt & Morgan, 1995).
Market orientation stresses the essential nature of employ-
ing and acting on customer and competitor information. The
concept enables firms to formulate strategies to more  effec-
tively produce a market offering compared to competitors
(Glazer, 1991).

Market orientation has been conceived at the heart of
marketing theory, in which market-oriented organizations
aim to meet their customer requirements through organiz-
ing activities around customer’s needs (Levitt, 1960). Based
on theoretical and empirical studies of Day and Wensley
(1988), Deshpande and Webster (1989) and Shapiro (1988),
market orientation was conceptualized in papers of Kohli
and Jaworski (1990) as the three behavioral components:
market intelligence generation, intelligence dissemination,
and responsiveness. Narver and Slater (1990) on the other
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

hand, conceptualized market orientation as three dimensions
including, customer orientation, competitive orientation, and
inter-functional coordination.

dx.doi.org/10.1016/j.jik.2017.08.001
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The study employs the Narver and Slater (1990) concep-
ualization of market orientation concept which has been
sed in previous studies pertaining to agricultural market-

ng (Micheels & Gow, 2008, 2009, 2011, 2012), food processing
Johnson et al., 2009), and developing countries (Hau, Evan-
elista, & Thuy, 2013). The Narver and Slater (1990) scale is
sed to measure each value chain actor’s customer orienta-
ion and competitor orientation, and then disseminating these
ustomer and competitor insights throughout the value chain
o create a superior value proposition for the customer. While

arket orientation is concerned as the heart of marketing
tudies, its role in examining business performance is placed
n the broader context of strategic business management.
his means that the relationship between market orientation
nd business performance still remains to be determined and
ence, this study addresses that gap.

Market orientation has been confirmed to be an essential
esource in various contexts, including agriculture. Grunert
t al. (2005) in four case studies of agribusiness and fish-
ries value chains indicated that market orientation has a
ignificant effect on chain performance. A market orienta-
ion enables firms to explore how they may optimize value
reation by delivering a differentiated product. Purcell and
udson (2003) indicated that vertical alliances in beef value
hain enable cattle producers in a chain to multiply their ben-
fit by creating premiums in the marketplace which enable
he high degree of input required to produce a differentiated
roduct. Similarly, Wachenheim and Singley (1999) show that
uccessful branded products are based on the sharing infor-
ation on customer demand and sharing incentives with the

hain participants who help create the added value for the
ustomer.

Several empirical papers examine the relationship between
arket orientation and positional advantage. However, the

ifference in applying theories leads to differences in iden-
ifying market orientation in relation to positional advantage.
ased on resource-based view theory, Hult and Ketchen (2001)
eveloped a framework for first-order indicators including
arket orientation, entrepreneurship, innovativeness, and

rganizational learnings, positional advantage, and firm per-
ormance. The authors stated that those four dimensions
. . .can collectively contribute to the creation of a unique
esource. . .”  (Hult & Ketchen, 2001, p. 900). The study con-
luded that the intangible construct of positional advantage
as a positive effect on the performance of firms through
arket orientation, entrepreneurship, innovativeness and

rganizational learning. Similarly, Micheels and Gow (2012)
onfirmed that market orientation together with other capa-
ilities such as innovativeness, cost focus, organizational

earning, and entrepreneurship are positive indicators of
ositional advantage. By contrast, based on the resource
dvantage theory, other researchers consider market orienta-
ion as a resource that creates a comparative advantage, hence
mproving the positional advantage. In particular, Langerak
2003) and Vytlacil (2011) indicate how market orientation
ncluding customer orientation, competitor orientation, and
nter-functional coordination contributes to differentiation
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
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nd low-cost in the electronic industry, industrial automation,
nd laboratory and medical technology. The findings of these
wo research projects stated that customer orientation and
w l e d g e x x x (2 0 1 7) xxx–xxx 5

inter-functional coordination positively affect differentiation
and cost advantage, respectively, while competitor orienta-
tion has no significant relationship with both differentiation,
and cost advantage. Their structural equation model also
indicates that firm performance is achieved through differ-
entiation (Langerak, 2003; Vytlacil, 2011) and cost advantage
(Vytlacil, 2011).

Further, Verhees and Meulenberg (2004) indicate that a
market orientation can increase performance within the
context of food and agriculture, however, this appears to
be qualified by other research which indicates that mar-
ket orientation itself cannot solely improve the performance
(Hult & Ketchen, 2001; Langerak, 2003; Pelham, 2000). In
particular, Hult and Ketchen (2001) confirm that market ori-
entation was only one of the factors influencing positional
advantage, the others being entrepreneurship, innovative-
ness, and organizational learning. Similarly, Micheels and
Gow (2012) show that market orientation combines with
other capabilities: entrepreneurship, innovativeness, and cost
focus to increase firm performance, thus supporting Hult
and Ketchen’s (2001) view. Indeed, a market-oriented firm
may recognize the customer needs, but this alone does
not create customer value. Indeed, after generating market
information, firm managers need to leverage it through inno-
vativeness and entrepreneurship into strategy formulation
and implementation to develop a positional advantage in a
competitive marketplace (Homburg, Krohmer, & Workman,
2004). Many  previous studies indicate the positive relationship
between market orientation, innovation, and performance
(Baker & Sinkula, 1999; Homburg, Workman, & Krohmer, 1999;
Langerak, 2003; Menguc & Auh, 2006; Ross & Westgren, 2009).
Because this paper is applying the R-A theory to this problem,
our hypotheses are:

H3. (a) Competitor orientation, (b) inter-functional coordina-
tion, and (c) customer orientation of beef cattle value chain
actors have a positive relationship with low-cost.

H4. (a) Competitor orientation, (b) inter-functional coordina-
tion, (c) customer orientation of beef cattle value chain actors
have a positive relationship with differentiation.

Positional  advantage  and  financial  performance

A firm achieving the positional advantage is a prerequisite to
obtain superior performance (Ahmadi, O’Cass, & Miles, 2013;
Day & Wensley, 1988). As this study investigates positional
advantage comprised of market orientation, innovation, low-
cost, and differentiation, each capability is related to financial
value chain performance in terms of profitability, return on
assets, return on sales, or return on investment.

To translate differentiation into the financial performance,
firms apply innovation and marketing strategies to improve
customers’ perception of product value (Morgan & Hunt, 1994).
Product innovation facilitates firms to outperform their com-
petitors, penetrate existing markets, and/or expand into new
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

strengthen the relationship between customers and brands,
connect customers with firms (Day, 1994) and contribute to
the firm’s growth through expanding market share and sales

dx.doi.org/10.1016/j.jik.2017.08.001
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in both existing and new markets. Moreover, Cao and Gruca
(2005) and Menguc et al. (2007) show that firms marketing
strategy translates into financial efficiency when they man-
age customer relationships, identify their target customers,
and conduct advanced market research.

Cost leadership in positional advantage requires a focus
on operational efficiencies which are achievable when firms
have more  skills in controlling cost drivers compared to the
competitors, and when they identify innovative ways to min-
imize costs that cannot be imitated by competitors. As Porter
(1985, p. 97) states “cost advantage leads to superior perfor-
mance if the firm provides an acceptable level of value to the
buyer so that its cost advantage is not nullified by the need
to charge a lower price than competitors”. Thus, cost reduc-
tion strategies have to combine with quality improvement and
improvements in operational efficiencies, rather than simply
to attempt reductions generally. Therefore, these hypotheses
state:

H5. There is a positive relationship between the low-cost of a
firm and its financial performance.

H6. There is a positive relationship between the differentia-
tion of a firm and its financial performance.

Method

Sampling  design  and  frame

The unit of analysis for this study is a single agri-food value
chain system in a transitional developing country context. At
some levels in traditional value chains, there are very few
actors (e.g. collectors/aggregators or traders) and there is a
paucity of formal information available on chain participants
to assist research design. Hence ‘non-probability’ or ‘purpose-
ful’ sampling is the most appropriate sampling technique to
employ in order to collect the richness of the information
needed to illuminate the phenomenon being studied. Thus,
the frame was ‘stratified’ by the structure of the chain and
its various levels of chain actors, farmers, collectors (some-
times also called ‘aggregators’ or ‘traders’), slaughterhouses,
and retailers, with a purposeful sample being selected from
each stratum (Onwuegbuzie & Leech, 2007).

Surveys were administered to a non-random, purposeful
sample of 190 actors including 134 smallholders, 4 collec-
tors, 2 slaughterhouses, 20 wholesalers, and 30 retailers who
involve beef cattle value chain the Central Highlands of Viet-
nam. The respondents were requested to undertake the survey
by using a snowball process. There are five collectors at the
district level, of which one collector who supplies beef cat-
tle to the city. The rest are small collectors mainly supplying
beef cattle for the district’s slaughterhouse. The district col-
lector was requested to identify collectors at commune level
and the collection areas which daily provide a high percent-
age of beef cattle. Three out of six commune collector were
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
value chains. Journal of Innovation & Knowledge (2017), http://dx.doi.org/10.1

selected from this stage. Based on a list of 250 smallholders
provided by the commune authority, 180 smallholders, who
sell beef cattle to the three selected commune collectors, were
selected. However, 30 smallholders were removed from this
 w l e d g e x x x (2 0 1 7) xxx–xxx

list for reasons that included: (1) they had migrated to the
city; (2) they changed their production model to a cow-calf
raising operation, or (3) they were not of sufficient scale of
production. Within 150 selected smallholders, 16 smallhold-
ers were not available at the time of survey; therefore, only 134
smallholders were involved in this process. The district collec-
tors also helped to identify two slaughterhouses, and then 20
wholesalers who buy beef from these slaughterhouses were
subsequently identified. The wholesalers helped to identify
the markets where they supply retailers. A list of 60 retailers
at two central markets in the city was provided by the govern-
ment’s Market Management Board. However, 20 retailers were
removed from this list as they had not bought beef from the
wholesalers linked to this chain; therefore 40 retailers at the
two central markets in the city were selected to undertake the
survey. During the survey, 10 out of 40 retailers opted out of
this survey because they did not have the time to answer the
questions.

Measures  development  and  pre-testing

A pool of items was generated for measuring each of the
study’s constructs based on a literature search. Those items
were then pre-tested in two distinct stages: (1) face-to-face
interviews with five academics, who have experiences in
relevant research on market orientation, value chain, beef
cattle production in Vietnam; and (2) face-to-face interviews
with twenty different beef cattle value chain actors. At each
stage, interviewees were asked to identify any problems they
encountered. Items, which were identified as problematic,
were revised or removed from the questionnaires, and new
items were developed.

The measurement scales employed in this paper are pre-
sented in Table 1, in which some items are included to identify
the context of beef cattle value chain. Measurement of items
using the five-point Likert scales ranging from 1 = “Not at
all”, 2 = “A little bit”, 3 = “Somewhat”, 4 = “Quite well”, and
5 = “Very well”. Local experts in beef cattle production include
successful smallholders, local extension agents, beef cattle
‘collectors’.

Data  analysis

Construct  reliability  and  validity

All data were analyzed using exploratory data analysis (EDA)
to determine the out-of-range values, missing values, outliers,
and normality. The kurtosis and skewness of indicators were
within the acceptable limits. It suggested that items should be
dropped from the scales if the correlation is low. While there is
not an agreement of cut-off for low items in total correlations,
this study applied a cut-off for low items from 0.3 to 0.5 as in
several related studies (see Delgado-Ballester, 2004; Hurley &
Hult, 1998; Im & Workman, 2004; Narver & Slater, 1990).

To measure the internal consistency among the items, reli-
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

ability analysis was employed in which the Cronbach alpha is
indicated in Table 1. Findings show that most of the Cronbach
alpha values are greater than 0.70 indicating the outstand-
ing the consistency among items (Nunnally, 1978). Indeed,

dx.doi.org/10.1016/j.jik.2017.08.001
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Table 1 – Reliability of constructs.

Mean Item-to-total correlation

Customer orientation (  ̨ = .70, AVE = .74)
•I continuously try to discover additional customer needs which they are not aware of yet 1.8 0.53
•I anticipate what customer might need and suggest new products and services which I
could supply to them

2.3  0.38

•I usually think about the benefit that customers receive from my products and services
benefit

2.2  0.48

•I contact closely with lead customers and try to recognize their needs months or even years
before the majority of market may notice them

2.5 0.43

Competitor orientation (  ̨ = .90, AVE = .83)
•I always collect and concern about competitor’s activities 1.6 0.86
•I diagnose competitor’s goals 2.0 0.39
•I always track the business performance of key competitors 2.1 0.80
•I identify the area where our key competitors have succeeded or failed 2.0 0.92
•I evaluate the strength and weakness of competitors 2.0 0.88
•I target customers where my business has an opportunity for competitive advantage 1.7 0.86

Inter-functional coordination (  ̨ = .90, AVE = .60)
•We regularly visit our current and prospective customers 1.8 0.74
•We freely discuss our successful and unsuccessful customer experiences with our partners 2.1 0.62
•People on our chain understand how everyone can contribute to creating customer value 2.2 0.77
•We always share resource with other members of marketing channels 3.1 0.60

Resources (  ̨ = .80, AVE = .0.5)
•We have through-out the chain staff with the cattle and agribusiness management
capabilities to raise, process and market higher quality beef

1.6  0.80

•We have adequate financial resource to purchase genetically improved stock and the
required feed and medicine

2.5  0.66

•We have good relationships with customers and a strong network among chain actors, and
thus we can access market information on current and potential customers better than
competitors

2.9  0.45

•We have experiences, knowledge, skills in beef cattle production and business compared to
competitor

2.9 0.56

•We have good facilities such as trucks, cattle house, feed system, storage, slaughterhouse,
technical items to produce the high quality of beef than the competitors

1.8  0.69

Low-cost (  ̨ = .70, AVE = .70)
•I have lower beef production costs than competition 1.9 0.71
•I have lower beef distribution costs than competition 1.2 0.69
•I constantly strive to be more efficient in beef production than the competition 1.7 0.62

Differentiation (  ̨ = .70, AVE = .50)
•The quality of my beef is different from other competitors 1.8 0.45
•I regularly introduce new beef products 1.2 0.58
•We offer a broad range of beef products 1.6 0.58
•I am able to set price above the market price for beef 3.6 0.42

Financial performance (  ̨ = .69, AVE = .75)
•We were very satisfied with the overall performance of the farm last year. 2.8 0.62

. 
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•The return on production investments met expectations last year
•The return on marketing investments met expectations last year.

he Cronbach alphas of constructs are from 0.685 to 0.92. The
onstruct of financial chain performance 0.685 is minimally
cceptable for the context and nature of this exploratory study
Nunnally, 1978).

To valid the construct, confirmatory factor analysis (CFA)
as employed to analyze the full measurement model. Model
t indices includes the goodness of fit index (GFI), the incre-
ental fit index (IFI), the Tucker–Lewis index (TLI), the root
ean squared error of approximation (RMSEA), and the chi-

quare index divided by degrees of freedom (df). The data fit
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
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he model reasonably well as the GFI = 0.80, IFI = 0.90, TLI = 0.87,
MSEA = 0.09, and CMIN/df = 2.6. The convergent validity was
xamined by the Average Variance Extracted (AVE), which is
2.9 0.69
2.9 0.75

from 0.5 to 0.78 greater than the cut-off at 0.5; hence all items
in measurement model are statistically significant.

Discriminant validity was used to measure the extent to
which latent factors are distinct and uncorrelated to ensure
that one latent variable is not highly correlated with others. A
high correlation between two latent variables means that this
latent variable is explained better by another variable from
a different factor than its observed variables. According to
Fornell and Larcker (1981), discriminant validity is observed
through the comparison between the square roots of the aver-
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

age variance extracted and the correlation between latent
variables. The result indicates that the square root of average
variance extracted of all latent variables is greater than the
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Table 2 – Discriminant validity.

1 2 3 4 5 6 7

Customer orientation (1) 0.86
Competitor orientation (2) 0.504** 0.91
Inter-functional coordination (3) 0.441** 0.809** 0.77
Resource (4) 0.369** 0.649** 0.569** 0.70
Low-cost (5) 0.145** 0.271** 0.262** 0.171** 0.84
Differentiation (6) 0.216** 0.424** 0.352** 0.275** 0.122** 0.70
Financial performance (7) 0.061* 0.084* 0.085* 0.112** −0.009 0.037** 0.86
∗ Correlation is significant at the 0.05 level (2-tailed).
∗∗ Correlation is significant at the 0.01 level (2-tailed).

correlation between latent variables; hence the discriminant
validity is achieved (Table 2).

Testing  hypotheses

Testing of the hypotheses was conducted through structural
equation model after computing latent variables to become
observed variable (Micheels & Gow, 2012). Model fit was ana-
lyzed using the Goodness of Fit Index (GFI), the Incremental
Fit Index (IFI), and the Tucker–Lewis index (TLI) along with the
root mean squared error of approximation (RMSEA) and the
CMIN (�2) divided by degrees of freedom (df). The data seem
to fit the model reasonably well as the, GFI = 0.982, IFI = 0.994,
TLI = 0.980, RMSEA = 0.075, and CMIN/df = 2.06, all indicating
the model fits the data well.

The result shows that there are significant relationships
between customer orientation (beta = 0.29, p < 0.05) and dif-
ferentiation, and competitor orientation (beta = 0.218, p < 0.05)
and differentiation, hence the hypothesis H4c and H4a are
supported, However, the relationship between customer ori-
entation, competitor orientation and low-cost (p > 0.05) is
not significant. Similarly, the relationship between d inter-
functional coordination and differentiation is not significant
(p > 0.05). The resource has a positive effect on differentiation
(beta = 0.27; p < 0.05), whereas there is no effect on low-cost
(p > 0.05).

The result also indicates that there is significant posi-
tive effect of differentiation on financial chain performance;
hence a hypothesis H6 is supported. This concludes that one
unit increase in differentiation leads to 0.378 unit increase
in financial performance, respectively (p < 0.05), while there is
negative relationship between low-cost and financial perfor-
mance (beta = −0.15, p < 0.05) (Table 3).

Discussion,  implication,  and  limitation

The objective of this study was to examine the relationship
between resource, positional advantage, and financial perfor-
mance while extending previous research about positional
advantage components in agribusiness value chain in emerg-
ing country. Utilizing data from a survey of 190 actors in a
single beef cattle value chain, a SEM of hypothesized relation-
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
value chains. Journal of Innovation & Knowledge (2017), http://dx.doi.org/10.1

ships was developed and tested. This study expands the work
of Langerak (2003, p. 110) who  stated that “Future research
should consider also including other sources of advantage (i.e.,
both resources and skills)” and its effect on positional advan-
tage. Findings contribute some worthy contributions in terms
of theory and practice for a transitional developing economy.

Market  orientation  and  positional  advantage

In transitional developing economies, such as Vietnam, mar-
ket orientation plays an extremely important role in creating
competitive advantage and is an effective tool for improving
business performance (Hau et al., 2013; Long, 2013; O’Cass &
Ngo, 2011). The findings in this research confirm that market
orientation is a means for smallholders to enhance the posi-
tional advantage in the market place and this is consistent
with Hunt and Morgan (1995) in a developed country context.

The results indicate that customer orientation and com-
petitor orientation have a positive relationship with product
differentiation (Langerak, 2003; Vytlacil, 2011). It reveals
that knowledge and understanding about target customers
and competitors facilitate behaviors to deploy sufficient
resources to achieve differentiation compared to the competi-
tors (Langerak, 2003). Thus, it can be inferred that actors in
beef cattle value chains in Vietnam should focus on obtain-
ing knowledge and understanding about current and potential
customers as well as their competitors to differentiate their
products from their competitors. Further, the beef cattle value
chain actors need to be sensitive and responsive not only to
expressed but also the latent needs of customer, as well as
the capabilities and plans of competitors (Jaworski & Kohli,
1993). The results also suggest that related agribusiness policy
makers need to facilitate smallholder access to market infor-
mation about customer needs and understanding about the
capabilities of their competitors to enhance customer percep-
tions and their competitive position in the marketplace.

The results also show that inter-functional coordination
has no significant effect on differentiation. This is consistent
with Narver and Slater (1990) who stated that customer and
competitor orientation are two pre-conditions to achieve dif-
ferentiation, and inter-functional coordination is considered
as the facilitator between businesses to obtain the differenti-
ation.

Further, inter-functional coordination has a significant
relationship with cost-efficiency but there is no relationship
between competitor orientation and cost efficiency (Langerak,
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

2003; Vytlacil, 2011). This can be explained that a low-cost
strategy is an internal activity depending on the scale of eco-
nomic activity, the volume of production, and scope; whereas
competitor orientation is externally focused on the issues of

dx.doi.org/10.1016/j.jik.2017.08.001
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Table 3 – Regression weights.

Standardized estimate S.E. C.R. p Label

Low-cost <— Resource −0.166 0.090 −1.463 0.144 Reject H1
Differentiation <— Resource 0.267 0.078 3.843 NS Support H2
Low-cost <— Competitor orientation 0.112 0.063 0.754 0.451 Reject H3a
Low-cost <— Inter-functional coordination 0.327 0.080 2.392 0.017 Support H3b
Low-cost <— Customer orientation 0.170 0.112 0.899 0.369 Reject H3c
Differentiation <— Competitor orientation 0.218 0.055 2.396 0.017 Support H4a
Differentiation <— Inter-functional coordination 0.134 0.069 1.603 0.109 Reject H4b
Differentiation <— Customer orientation 0.290 0.097 2.507 0.012 Support H4c
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Financial performance <— Differentiation 

ompetitors. It also raises a question for future studies of
ositional advantage about whether competitor orientation
hould be encouraged to obtain positional advantage through
he low-cost. This finding that there is a positive relationship
etween inter-functional coordination and low-cost strategy
uggests that to achieve efficiency in cost, smallholders in beef
attle value chains need to collaborate to facilitate coordina-
ion to improve cost management.

The study also contributes to the on-going debate about
he relationship between market orientation and business
erformance. Some studies have found no effect of market ori-
ntation on business performance (Hao et al., 2014; Johnson
t al., 2009), while others support the positive relation between
hese two concepts (Langerak, 2003; Martin et al., 2016). Ellis
2006) suggested that the reason is that market orientation is
nfluenced by the culture, economic, and institutions of the
ountries being studied. Although not clearly tested in this
tudy, it is believed that market orientation affects the finan-
ial performance of beef cattle value chains through positional
dvantage. Two dimensions of market orientation: customer
rientation and inter-functional coordination were found to be

mportant in producing a differentiated product compared to
ompetitors, hence leading to superior financial performance.

everaging  resources  into  positional  advantage  in  beef
attle  value  chains

he findings in this study indicate that skills and resources
ave leveraged into positional advantage to improve the per-

ormance of the beef cattle value chain. This is consistent with
he suggestion by Day and Wensley (1988) that to achieve the
reatest improvement of performance, firms need to identify
nd allocate the key skills and resources required to optimize
heir positional advantage. It is also similar to Ahmadi et al.
2013), in that the study supports the importance of examin-
ng the simultaneous leverage of both resources and skills to
evelop and launch business activities at the operational level.

ositional  advantage  and  financial  performance

he capabilities of the positional advantage framework in
his study are based on the work of Hult and Ketchen (2001),
Please cite this article in press as: Ho, K. L. P., et al. Leveraging innovation k
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icheels and Gow (2012), and adapt that of Day and Wensley
1988) by including the importance of low-cost and differentia-
ion. Our results show differentiation to be the most important
apability smallholder can use to leverage his positional
.152 0.086 −2.095 0.036 Reject H5

.378 0.061 5.214 NS Support H6

advantage into financial performance. In highly competitive
markets such as agriculture production, smallholders that
produce tangible differences in their beef cattle from those
of others may be able to outperform their competitors if they
align with what customers’ value. This corroborates the sug-
gestion of Narver and Slater (1990) that for commodity and
non-commodity business, differentiation in many  forms such
as brand image,  customer services, product features, supplier
networks, and technology is an attempt to create business
demand. It is also consistent with Porter’s (1985) suggestion
that differentiation can enhance the competitive capacity of
firms.

The findings of this study are in line with other previ-
ous studies such as Micheels and Gow (2012) and Leuschner,
Rogers, and Charvet (2013) when it indicates that low-cost has
no significant relationship with performance. In this study,
the beef value chain actors have few options for reducing
cost because breeding is 80% of total production costs (Viet,
2013). In this instance, reducing the veterinary inputs would
lead to the reduction of the quality of the beef cattle pro-
duced. Accordingly, value chain actors in these beef cattle
value chains have not practiced a low-cost strategy to improve
the financial performance.

Limitations  and  implication

The present study has some limitations. The survey involves a
range of value chain actors such as farmers, collectors, slaugh-
terhouse, wholesalers, and retailers while ignoring the effect
of other stakeholders in farmers’ networks. It would be inter-
esting to expand respondents such as extension agents, local
governmental staff, and policy makers who also may affect the
resources, market orientation and competitive advantage of
smallholders, consequently impacting financial performance
of the value chain. Therefore, future studies should consider
the effect of these networked actors in supporting smallhold-
ers to improve their beef cattle value chain.

Findings indicate that market orientation and resources of
value chain actors are an antecedent to positional advantage.
This suggests that to improve beef cattle value chain finan-
cial performance, customer and competitive orientations, as
well as inter-functional coordination should be encouraged
nowledge management to create positional advantage in agricultural
016/j.jik.2017.08.001

amongst smallholders, collectors, slaughterhouse, whole-
salers, and retailers. To do that, value chain actors should
be encouraged to engage in coordinating supply and increas-
ing their capacity to access information on customers,
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competitors, and have contact with other actors across the
chain. This study applied the work of Hunt and Morgan (1995)
to value chain actors in an agricultural context of emerg-
ing country. This study confirms that market orientation is
a resource of value chain actors that combines with other
tangible and intangible resources to develop positional advan-
tage, and then improve financial performance throughout the
chain. Increasing market orientation and positional advantage
is an essential goal if the value chain actors are going to con-
tinue to deliver value-added products, and services (Micheels
& Gow, 2009). To do that, value chain actors must communicate
with parties downstream in the chain to identify the potential
sources of value creation. To develop positional advantage, it
is important that beef value chain actors have access to perti-
nent market information. This is especially for chain actors
having little contact with other parties downstream of the
value chain (Micheels & Gow, 2009). In order to acquire reliable
market information, smallholders need to establish linkages
with collectors, slaughterhouse, wholesalers, and retailers
at other downstream chain segments to gather information
which they can then apply to formulate or conduct their busi-
ness strategy based on their resources.
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Appendix 3: Questionnaire for data collection 

 

QUESTIONAIRE 

  

Greeting and brief presentation of project information sheet and taking informed consent 

 

 

 

 

 

 

 

 

 

 

I. GENERAL INFORMATION 

1. Name of the Respondent (Optional):  

Location: 

2. Gender:  

3. Age: 

4. Experiences in the existing occupation/business (in Years):  

7. Volumes of transaction: 

8. Landholding size, area under tomatoes, area under Other vegetables (farmers) 

II. UNDERSTANDING THE CURRENT BEEF CATTLE VALUE CHAIN 

Information flow  

1. What type of information is usually shared  

• Among chain members?  

• Among members of your social network?  

2. How accurate and reliable are such information?  

3. How useful is such information in your decision?  

4. How frequent do you communicate with your  

• Suppliers?  

• Customers?  

5. What is your usual mode of communication? 

Material flow 

1. What are the activities you perform during your operation?  

2. Taking your perspective, would you please tag them in three categories: value adding, 

necessary non-value adding and unnecessary? 

3. What are the most important activities that directly relates to the preferences of final 

consumers? 

Relational flow 

1. Please categorise your relationships with other members in the chain   

Level                                                                 Partners  

• Very Strong:  

• Strong:  

• Neutral:  

• Adversarial:  

2. In what areas you have benefitted from this level of relationship?  

• With Customers:  

• With Suppliers:  

3. Is there any negative effect from your relationships with your  

 

I, (name)……………………………………………………, agree to be involved in the research project as a 

respondent/interviewee. I have read the relevant research information sheet and understand 

the nature of the research and my role in it 

Signature……………………………………………. Date………………………………………………. 
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• Customers?  

• Suppliers?  

5. What is the relationship with other members in your tier?  

6. How important is the relationship to you with your customers and suppliers? Why?  

7. How do you keep this relationship going?  

8. Does anyone show power dominance in your relationships?  

a. If yes, why do you think they exercise power? What is your strategy to manage that power 

dominance?  

b. If no, what is the basis of this equitable relationship in your chain?  

9. Do you have flexibility to switch customers or suppliers at any stage? Please explain?  

10. How responsive are your suppliers on your demand? 

11. Please select the appropriate answer for each question 

 

#  Not 

at all 

A 

little 

bit 

Somewhat Quite 

well 

Very 

well 

1 2 3 4 5 

 Customer focus      

1 We continuous try to discover additional 

customer needs which they are not aware 

of yet 

     

2 We incorporate solutions to unstated 

customer needs in our new products and 

services 

     

3 We innovate even at the risk of making our 

previous chain’s practice obsolete 

     

4 We rarely brainstorm on how our products 

and services benefit our customers 

     

5 We work closely with lead customers and 

try to recognize their needs months or even 

years before the majority of market may 

notice them 

     

 Competitor focus      

 Employees on our farm share information 

concerning competitor’s activities 

     

 We diagnose competitor’s goals      

 We always track the performance of key 

competitors 

     

 We identify the area where our key 

competitors have succeeded or failed 
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 We evaluate the strength and weakness of 

competitors 

     

 Members of our farm collect information 

concerning competitor’s activities 

     

 We target customers where we have an 

opportunity for competitive advantage 

     

 Coordination      

1 We regularly visit our current and 

prospective customers 

     

2 We freely discuss our successful and 

unsuccessful customer experiences with our 

partners 

     

3 People on our chain understand how 

everyone can contribute to creating 

customer value 

     

4 We always share resource with other 

members of marketing channels 

     

 Resource advantages      

1 We have through-out the chain staff with 

the cattle and agribusiness management 

capabilities to raise, process and market 

higher quality beef 

     

2 We market genetically improved herds and 

beef 

     

3 We have adequate financial resource to 

purchase genetically improved stock and 

the required feed and medicine 

     

4 We have good relationships with customers 

and a strong network among chain actors, 

and thus we can access market information 

on current and potential customers better 

than competitors 

     

5 We have experiences, knowledge, skills in 

beef cattle production and business 

compared to competitor 

     

6 We have good facilities such as trucks, 

cattle house, feed system, storage, 

slaughterhouse, technical items to produce 
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the high quality of beef than the 

competitors 

  Innovation      

1 I always apply alternative technique to 

improve beef cattle business. 

     

2 I always seek innovative ideas which we 

can use in our beef value chain 

     

3 Innovation is readily accepted on our beef 

value chain 

     

4 I have received the supports and be 

encouraged to apply innovations from other 

farmers and exentionist 

     

 Efficiency Low Cost Advantage      

1 We have lower beef production costs than 

competition 

     

2 We have lower beef distribution costs than 

competition 

     

3 We constantly strive to be more efficient in 

beef production than the competition   

     

4 We constantly strive to be more efficient in 

beef distribution than the competition 

     

 Differentiation based Comp. Advantage      

1 We differentiate our beef in terms of 

quality 

     

2 We regularly introduce new beef products       

3 We offer a broad range of beef products      

4 We are able to set price above the market 

price for beef 

     

 Chain’ financial performance      

1 The return on farm assets did not meet 

expectations last year. 

     

2 We were very satisfied with the overall 

performance of the farm last year. 

     

3 The return on production investments met 

expectations last year. 
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4 The return on marketing investments met 

expectations last year.  

     

5 The overall performance of the farm last 

year exceeded that of our major 
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Appendix 4: Human research ethics 
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