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Abstract:- A report of GEM (2018) stated that start-up 

firms with the total time doing business under 3.5 years 

have only 20.8% success rate. Among various reasons 

leading to their failure, not having an appropriate 

innovating business model is considered the major one. 

Thus, this research was conducted with the purpose of 

testing the influence of business model innovation on the 

business performance of start-up firms. This study 

applied PLS-SEM approach to process data collected 

from 150 Vietnamese start-up firms. It is confirmed 

based on the research findings that BMI’s three basic 

components have impacts with the same direction on 

the performance of start-up firms in their beginning 

period of doing business. The study results collected 

have presented practical contribution to the 

management level of each start-up firm in order to 

improve their effectiveness. On the other hand, 

suggestions are also proposed to assist other relating 

organizations in developing their abilities to support 

start-up activities. In addition, research limitations and 

directions for further researches are proposed. 

 
Keywords:- Business model innovation, Start-up 

performance, Start-up firms. 

 

I. INTRODUCTION 

 

The survey results of GEM (2018) in Vietnam show 

that the business retention rate in the first 3.5 years of start-

up firm is 20.8%. The start-up success rate of start-up firm 

is very limited. The main reason for the failure of start-ups 

is the inefficient Business model innovation (Nguyen 

Quang Thu et al., 2016). In the digital age, start-up firm is 
associated with innovation and technology application. 

Implementing BMI helps the start-up firm adapt to market 

fluctuations, minimize risks and capture business 

opportunities. In Vietnam, the practice of BMI for start-up 

firm has been concerned. Government agencies have come 

up with solutions to promote innovative startups such as 

finding new business models in the world to apply 

appropriately in Vietnam. A number of supporting 

solutions are proposed, such as removing bottlenecks 

hindering innovation startups from legal, operational 

mechanisms to infrastructure and building separate markets 

for innovative startups (Center for Research and 
Development of Science and Technology Communication, 

2019). 

 

 

 

 

 

Research on BMI has been extended by Trimi & 

Berbegal-Mirabent (2012) in the development of science 

theory in start-up field. The relationship between BMI and 

firm performance has been tested from previous studies. 

But the relationship between them is different. Futterer et al 

(2018); Anwar (2018) shows that BMI positively affects 

performance. Patzelt et al. (2008) showed no relationship 

between BMI and firm performance. Halecker et al. (2014) 

found that BMI has an opposite effect on firm performance, 

etc. Most of the above studies have been conducted in 
developed economies, with a stable system of market 

policies and laws and favorable business environment 

conditions. However, the relationship between BMI and 

firm performance applied in the transition economy has not 

been extensively tested. Therefore, this study examines the 

relationship between BMI and start-up firm performance in 

Vietnam, where the growing startup agency is growing. At 

the same time, confirming the trend of BMI's influence on 

firm performance in the Vietnamese market. 

 

BMI concept is built according to different scale 

models. Some case studies, such as Guo et al. (2013), Guo 
et al. (2015), Anwar & Shah (2018) ... In which the model 

of the result scale (reflective) of Zott & Amit ( 2007) most 

accessible to scholars. Clauss (2017) used Jarvis's type II 

scale model. This model was built by Churchill (1979), a 

fairly strict scale construction process. However, this 

method has not been used much. Therefore, this study 

wants to approach and verify BMI based on Clauss (2017). 

 

II. LITERATURE REVIEW AND HYPOTHESIS 

 

A. Business model innovation 
The components of a business model include: value 

creation, value proposition and value capture (Shafer et al., 

2005). The review of the current business model and the 

need to change the three components of the business model 

are called BMI (Baden-Fuller & Mangematin, 2013). Based 

on Clauss (2017), BMI is presented with the following 

three components: 

 

Value creation innovation: new capabilities, technologies, 

partners and processes in the early stages of starting a 

business. 

Value proposition innovation: new products / services, 
distribution channels, markets and customer relationships. 

 

Value capture innovation: new revenue model and 

cost structure. 
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B. Start-up firm performance 

Start-up firm performance is measured by the 
following criteria: early stage existence (Littunen et al., 

1998); achievement of initial goals (Doris et al., 2013). 

Research by Pirolo & Presutti (2010) identifies start-up 

firm performance as annual revenue growth, growing 

number of newly developed products / services or 

technologies. Research Ju et al. (2019) suggest that start-up 

firm performance is shown to have stable orders, achieve 

initial goals and be appreciated by partners. 

 

From the above points of view, the start-up firm 

performance in this study is determined: the start-up firm 

has a stable order and a steady increase in income, the start-
up firm achieves its original goal (revenue, market share, 

new product/service development, etc.), are valued and 

trusted by customers and partners.  

 

C. Relationship between BMI and start-up firm 

performance   

Business model is considered as an important factor to 

improve firm performance (Dunford et al., 2010). Aspara et 

al. (2010) stated that firms doing BMI will bring higher 

average growth value than other businesses. Implementing 

BMI allows start-up firm to commercialize ideas, resources 
and products in new strategies (Chesbrough, 2010). Value 

creation innovation will offer different ways to new 

configurations, activities/processes, technologies/capacities 

to produce higher performance (Heij et al., 2014). 

Therefore, hypothesis H1 is stated: 

 

Hypothesis H1: Value creation innovation has a 

positive effect on start-up firm performance; 

 

Foss & Saebi (2016) think that BMI will reduce costs, 

optimize processes, facilitate the introduction of new 

products, access new markets and improve financial 
efficiency. Value proposition innovation helps firms 

expand their product/service portfolio, meet customer needs 

in new markets, and bring firm performance (Han et al., 

1998). Therefore, the hypothesis H2 is stated: 

 

Hypothesis H2: Value proposition innovation has a 

positive effect on start-up firm performance; 

 

Cucculelli & Bettinelli (2015) find that businesses 

adjust their business models over time, with creative 

innovations that have a positive impact on the efficiency of 
using venture capital. Value capture innovation helps firms 

acquire new revenue streams. In addition to existing 

revenue, renewing the value of the holding helps businesses 

replace less profitable revenue sources (Zott & Amit, 2009) 

and improve potential profits. Value capture innovation can 

enhance business efficiency through improved cost 

structure (Clauss, 2019). Therefore, hypothesis H3 is 

stated: 

 

Hypothesis H3: Value capture innovation has a 

positive effect on start-up firm performance 

III. RESEARCH METHOS 

 
A. Research process 

Research conducted through qualitative, preliminary 

and quantitative research methods: 

 

 Qualitative and preliminary quantitative research: 

conducted through a hand-to-hand interview method 

with 7 experts who are founding or co-founders of start-

up firms. The repeat scale was adjusted to fit the study 

context. Next, the study surveys 50 start-up firms to test 

the reliability and convergence value of the scale. 

 Quantitative research: used to assess the 

appropriateness of measurement models, structural 
models and testing of research hypotheses. The 

measurement model was assessed using composite 

reliability, convergent validity, and discriminant 

validity tests. The structure model was assessed through 

the criteria: coefficient determination (R2), adequate 

predictive power (Q2) and effect size (f2).  

 

B. Measurement scales 

In the model, there are 2 research concepts: BMI and 

start-up firm performance. BMI scale is measured by 3 

components, inherited from Clauss (2017). The firm 
performance scale is measured by 4 observed variables, 

corrected and supplemented by the study of Ju et al. (2019). 

Observed variables are measured using a 5-level Likert 

scale: (1) Strongly disagree, (2) Oppose, (3) Neutral, (4) 

Agree, and (5) Strongly agree. 

 

C. Sample 

Official research sample: Online survey results show 

that there are 153 start-up firm feedbacks, of which 3 are 

invalid because the start-up firm's operating time is over 5 

years. The number of official valid responses remaining is 

150 start-up firms, used for official quantitative research. 

 

IV. RESULTS 

 

A. Research sample characteristics 

The official research sample is 150 start-up firms 

selected in Ho Chi Minh City, Ba Ria - Vung Tau, Dong 

Nai, Binh Duong and some other provinces. In the sample, 

start-ups firm operates mainly in the form of private firms 

(42.7%) and limited liability companies (43.3%). In terms 

of operations, start-up firms operate mainly in the service 

sector (49.3%) and commerce (30%). Regarding the size of 
labor, start-ups firm has a labor scale of mainly less than 10 

people (43.3%) and from 10 to 30 people (41.3%). 

Convenient data collection method, the number of start-ups 

firm is not evenly distributed among provinces. The most 

surveyed enterprises are in Ba Ria - Vung Tau (54%). 

 

B. Scale assessment 

To evaluate the measurement model, the study used 

Consistent PLS Algorithm estimation method. The results 

show that the load factor of all observed variables is > 0.5, 

so the scales used in the research model are convergent 
validity. Except, the three observed variables of the new 

product component (off) and the observed variable (cost4) 
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< 0.5 should be excluded (Hair et al., 2017). In addition, the 

results showed that the scales that met the composite 
reliability requirements were greater than 0.7. Moreover, 

the average variance extracted of the scale items in the 

model is > 0.5. Therefore, the scales are guaranteed criteria. 

 

 

1 2 3 4 5 6 7 8 9 10 

1. CAP 0,862 
         2. CHAL 0,525 0,889 

        3. COST 0,268 0,338 0,876 

       4. MARK 0,279 0,238 0,165 0,852 

      5. PART 0,100 0,197 0,328 0,077 0,808 

     6. PRO 0,424 0,329 0,371 0,165 0,160 0,893 

    7. REL 0,369 0,353 0,253 0,021 0,209 0,476 0,857 

   8. REV 0,224 0,242 0,482 0,224 0,093 0,395 0,25 0,845 

  9. STARTPERF 0,595 0,602 0,558 0,510 0,361 0,474 0,415 0,506 0,836 

 10. TEC 0,317 0,332 0,274 0,472 0,109 0,315 0,175 0,302 0,613 0,866 

Table 1:- Discriminant validity tests (Fornell - Lacker) 

 

Table 1 shows that all square root values of AVE for each study variable are larger than the correlation coefficient between 

that variable and the remaining variables in the model. Therefore, the scales of the research variables have reached the 
discriminant value. 

 

 Assessment of a hierarchical factor structure: BMI has a scale model: level 1 has the outcome-measuring variable, level 2 has 

a second-order formative variable. The cause-scale scale model was tested based on the multiple regression method and multi-

collinear phenomena (Clauss, 2019). The results showed that the VIF value of the first-class components of the 3 components 

of BMI <5 (Hair et al., 2017) should not cause the phenomenon of multi-collinearity. In addition, the relative importance of 

the relative imfortance of the causal variable was assessed based on second-order weights (Becker et al., 2012). The results 

show that the weights of the 2 degrees are statistically significant (p <0.001) (Table 2). Therefore, the components are retained 

in the model for analysis in the structural model. 

 

Constructs path coefficient VIF 

Value creation innovation (VCI) 

  1. CAP 0,464*** 1,415 

2. TEC 0,449*** 1,236 

3. PART 0,325*** 1,041 

4. PRO 0,425*** 1,425 

Value proposition innovation (VPI) 

  1. MARK 0,482*** 1,098 

2. CHAL 0,686*** 1,329 

3. REL 0,484*** 1,225 

Value capture innovation  (VCIN) 

  1. REV 0,723*** 1,456 

2. COST 0,553*** 1,456 

Table 2:- Assessment of reflective-formative 

 
C. Estimated results and discussion 

To evaluate the hierarchical scale model (reflective-formative), the study uses a two-stage approach. In the first stage, the 

Repeated Indicators Approach is used to save the value for further analysis at stage 2. In phase 2, the latent variable at the level 1 

acts as the observation variable. Through this stage, the path coefficient is determined in the analysis of structural models. The 

results of model estimation by Consistent PLS Bootstrapping method with sample size of 5000 are shown in Figure 1.  
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Fig 1:- Estimated results of PLS-SEM 

 

Relations 
Estimate 

SD t P-values 
β B(Bootstrap) 

VCI    -> STARTPERF 0,442 0,445 0,059 7,554 0,000 

VCIN -> STARTPERF 0,273 0,270 0,049 5,505 0,000 

VPI    -> STARTPERF 0,340 0,340 0,050 6,861 0,000 

R2 0,778 

Size effect (f2) 
f2

VCI-->STARTPERF = 0,438;  f2
VCIN-->STARTPERF = 0,225;  

f2
VPI-->STARTPERF = 0,276 

Note: β: non-standardized weight; SD: standard deviation; 

Table 3:- Estimated weight 

 

Table 3 shows the value of R2> 0.75 so the level of 

interpretation of 3 components of BMI is strong. In 

addition, the magnitude of the effect of the Value creation 

innovation on the operating results is strong (f2 = 0.438> 

0.35), the remaining two components have moderate 

influence (f2 <0.35). ). Evaluation results through R2 and 

magnitude f2 show that the research model quality is good.  

 

The results show that the relations are statistically 

significant (p <0.001), the hypotheses expected in the 

theoretical research model are accepted. Value creation 
innovation has a strong positive relationship with firm 

performance, followed by value proposition innovation and 

finally value capture innovation. Because not many studies 

have used Clauss's BMI scale model (2017) to examine the 

relationship between BMI and firm performance, so the 

results of this study are mainly compared to Clauss & et al 

(2019). 

 

The test results show that hypothesis H1, value 

creation innovation has a positive impact on firm 

performance, hypothesis H1 is accepted (H1: β = 0.445, p = 
0.000 <0.001). The findings are similar to those of Clauss 

et al. (2019). Value creation innovation can bring a 

competitive advantage to start-up firms because it helps 

start-up firms achieve business performance in many 

aspects (market share, sales growth, organizational 

development, etc.). These business improvements may not 

easily translate into financial results (from an accounting 

standpoint). Value creation innovation may lead to a 

temporary disruption, but the cost could be offset by 

potential financial benefits in the future.  

 

The test results show that hypothesis H2, Value 

proposition innovation has a positive impact on start-up 

firm performance. The hypothesis H2 is accepted (H2: β = 
0.34, p = 0.000 <0.001). The findings are similar to those of 

Clauss et al. (2019). When start-up firms revolutionize 

proposition innovation, there will be many partners, solving 

the problem of the output of the product. At that time, start-

up firms had many orders from customers, helping to 

increase revenue and profit (with the condition of cost 

control).  

 

Hypothesis H3, value capture innovation has a 

positive impact on start-up firm performance. Test results 

show that hypothesis H3 is accepted (H1: β = 0.270, p = 
0.000 <0.001). The results are consistent with those of 

(Karimi & Walter, 2016), but different from Clauss et al. 

(2019). This study shows that value capture innovation has 
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a negative impact on firm performance in Germany. In 

Vietnam, start-up firms are supported by the Government in 
the first phase. The issued policy documents show support 

contents: premises, production facilities, skills training, 

access to capital, commercialization of products, etc. In 

particular, in a transitional economy like Vietnam, these 

costs are very expensive. Therefore, start-up firms 

supported in the first phase will save a lot of costs, 

contributing to improving firm performance. 

 

In general, the research results are similar to previous 

studies such as Zott & Amit (2008), Heij et al (2014) and 

Anwar (2018). It shows that BMI has a positive influence 

on firm performance. The research results have contributed 
and confirmed this trend. 

 

V. CONCLUSIONS AND MANAGERIAL 

IMPLICATIONS 

 

The study has added the BMI scale system for start-up 

firms in Vietnam market (after testing the theoretical model 

with 150 start-up firms). Therefore, researchers can use this 

BMI scale to conduct research in the transitional market.  

 

The results of the study bring practical significance 
for entrepreneurs and industry agencies. For start-up firms, 

start-up firms’ owners need to understand the role of BMI, 

especially in the context of industrial revolution 4.0 to 

adapt to market changes. Some specific implications are as 

follows: 

 

Value creation innovation: start-up firms cải thiện 4 

thành phần: 

 

 Process improvement: Based on available resources, 

start-up firms can learn and apply the operating process 

of the successful startup business. Therefore, start-up 
firms need to connect with startup consultants for 

advice and support needed.  

 

 Capacity building: start-up firms participate in a free 

training program to improve their competencies and 

skills, such as teamwork skills, human resource 

management skills, marketing planning skills, and 

financial planning.  

 

 Technology improvement: start-up firms actively 

participate in innovative start-up competitions. If startup 
projects are highly appreciated, they will be supported 

with technology and technical facilities to perfect the 

technology. In addition, start-up firms connect with 

universities to support research and laboratories to 

develop technology. 

 

 Improve partners: start-up firms join the social network 

(association / startup club) to increase the size of 

partnerships and sales contracts between members. 

 

 Value Proposition Innovation: start-up firms cần cải 
thiện 3 thành phần sau: 

 

 Improve distribution channels: start-up firms participate 

in product fairs, exhibitions and technology supply-
demand connection points for opportunities to introduce 

products / services to customers and partners. In 

addition, start-up firms participate in an existing 

distribution channel in the market to address product 

output. 

 

 Market improvement: start-up firms participate in the 

National Trade Promotion Program to expand domestic 

and export markets. In addition, start-up firms connect 

with the SVF to introduce start-up products in foreign 

markets (Japan, Korea, Taiwan and India). 

 
 Improve customer relationships: start-up firms need to 

meet the needs and tastes of customers, which will help 

start-up firms increase loyalty and word of mouth from 

customers. start-up firms have many opportunities to 

attract new customers. 

 

Value capture innovation: start-up firms need to 

improve 2 components: 

 

 Improve revenue models: start-up firms need to connect 

with SVF to be supported to commercialize the project's 
products and be given priority to participate in a trade 

promotion program using the state budget. In addition, 

start-up firms actively proposed to the Department of 

product testing. Through testing time, start-up firms 

invited organizations with the function of testing and 

evaluating product effectiveness. Based on that basis, 

businesses have many opportunities to find orders from 

customers and partners.  

 

 Improve cost structures: start-up firms receive tax, 

capital support, reduce business registration costs and 

minimize administrative procedures, etc. The above 
costs are very expensive, the support helps start-up 

firms save significant costs and contribute to the 

operational efficiency of start-up firms. 

 

 For departments: The study results help departments 

understand the role of BMI of start-up firms. Currently, 

many policy documents do not mention BMI. 

Therefore, supporting policies should mention BMI in 

industrial revolution 4.0. 

 

The limitation of this study is the use of convenient 
sampling methods. In order to generalize the research 

results, researchers need to select stratified samples and 

conduct survey at some other provinces and cities such as 

Can Tho, Da Nang, Hai Phong and Hanoi.  

 

Start-up firms operate in many industries, so the 

research has not found the specific characteristics of each 

industry. Further studies need to re-test the above 

relationship for a specific industry. 
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According to GEM (2018), Vietnam is a country with 

a dynamic market compared to other countries in Southeast 
Asia. Further research needs to see the role of moderating 

market dynamics on the relationship between BMI and 

performance. 
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