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ABSTRACT

Objective: The aim of the study is to examine the factors such as government policy,
financial capital, cultural factors, social factors, and human capital that influence
SMEs business success.
Research Design & Methods: By observing many factors that affect businesses, this
study applies structural equation modeling using partial least squares (PLS-SEM) to pro-
vide an understanding on how people may start their business. These factors help to
reduce risks of failure and in-crease chances of success.
Findings: The results of testing indicate the suitability of the research model with data's
re-search. Along with the acceptance of hypotheses, this research model shows the
prac-tical meaning of startup performance.
Implications & Recommendations: For a sustainable startup, there should be suitable
legal policies, including incentive policies on taxes in the first 3-5 years, when new busi-
nesses are established. Moreover, we should focus on policies such as credit, guarantee,
and loan assistance for startup enterprises in their initial stages to solve their problems.
Contribution & Value Added: Many young people in Danang are entrepreneurs. The gov-
ernment also supports these activities and readily assists startup project effectiveness.
Therefore, this study helps to understand the factors that affect startup performance.
Article type: research article
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INTRODUCTION

This study aims to identify the factors that affect startup performance of small and medium-
sized enterprises (SMEs) in Danang city and to test the relationships among these factors. All
previous studies addressed whether there are any clear characteristics, which detect small
business barriers to find out which ones are more important for policy makers to help them.
The question remains why some of them can lead to success but many cannot survive in
competitive markets. These situations caused great concerns for researchers, because mar-
ket economy relies on developing startup of substantial business numbers and the growth
of such firms. Moreover, building those businesses creates more job opportunities for peo-
ple in Danang, so the current study may help policymakers. In order to achieve this objective,
this study employs a qualitative method of focus group discussion with chief executive offic-
ers of SMEs in Danang city to identify factors affecting startup performance and correspond-
ing measure items. Furthermore, this study applies a quantitative method with PLS-SEM to
construct an equation about factors that affect successful startup performance. There are
five sections in this study (i) The Introduction section shows the essence and importance of
this study; (ii) In order to construct the conceptual model, the numerous prior research and
studies relating to entrepreneurship were reviewed and discussed in the Literature Review
section; (iii) Besides, this study offers statistics analyzing and steps in a research process in
the Material and Method section; (iv) what is more the empirical results are followed with
the discussion, and the Results and Discussion section gives overview of the statistics results;
(v) Finally, conclusions are drawn and recommendations are proposed.

LITERATURE REVIEW

Startup Ecosystem (SE)

The concept of startup ecosystem is widely used in the context of innovation and entre-
preneurship. Although there is no single official definition for a startup ecosystem and the
term is used in different ways, it typically refers to a specific geographic area with high
density of startup companies and entrepreneurs. Herrmann et al. (2015), Acs, Autio, and
Szerb (2013), but also Mason and Brown (2014) highlight the important role of entrepre-
neurs within the ecosystem and introduce the concept of entrepreneurial ecosystem in
place of startup ecosystem. Those authors define that ‘entrepreneurial ecosystem is a set
of interconnected entrepreneurial actors, both potential and existing, entrepreneurial or-
ganization such as firms, venture capitalists, business angels, banks, institutions, and en-
trepreneurial processes like the business birth rate, the number of high-growth firms, the
level of “blockbuster entrepreneurship,” the number of serial entrepreneurs, the degree
of sellout mentality among firms, and the level of entrepreneurial ambition. These ele-
ments formally and informally coalesce to connect, mediate, and govern the performance
in the local entrepreneurial environment.” According to Mitchell (2002), entrepreneurial
startups are measured by such groups of factors as relevance (the satisfaction of internal
and external customer management, the involvement of human resource management in
the process of implementing a strategic plan, other parts involved in human resource man-
agement), effectiveness (in leadership style, strategic management, relationship between
the efficiency of profit and labor growth, and between business growth and labor cost),
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financial availability (the investment in infrastructure and technology, the investment in
human resources), organizational culture, workforce size, training, and retraining. These
groups of factors are influenced by internal and external business environment.

Another approach to the success factors of ecosystems is provided by Isenberg (2011)
who identifies six different domains of entrepreneurship ecosystems: the policy of leader-
ship and government, finance (financial capital), culture (success stories, societal norms),
supportive factors (infrastructure, support professions, nongovernmental institutions),
human capital (labor, educational institutions), and market networks.

Tsujimoto et al. (2017) present an integrated model of the existing literature. Furthermore,
those authors propose an original definition of the ecosystem and the concept of a coherent
ecosystem. This coherence is the core concept that underlies the explanation of dynamic evo-
lution or extinction of the ecosystem. This is why we propose the following hypotheses:

H3: Entrepreneurial ecosystem is positively associated with startup ecosystem.
H4b: Human capital is positively associated with startup ecosystem.
H5b: Financial capital is positively associated with startup ecosystem.
H6b: Cultural factors are positively associated with startup ecosystem.
H7b: Social factor is positively associated with startup ecosystem.

H8b: Government policy is positively associated with startup ecosystem.

Startup Performance (SP)

A startup is a new business venture designed to effectively develop and validate a scalable
business model (Katila, Chen, & Piezunka, 2012). This is particularly the case of SMEs fo-
cused on providing products and services through startup performance. Startup perfor-
mance by creating new businesses is a driving force for economic development. Interna-
tional studies by Radas and Bozic (2009) and Zain and Kassim (2012) show that there is
a close relationship between business startups and regional and local economic growth.

According to Audretsch and Keilbach (2004), there are four effective factors among
business startups: material capital, human capital, knowledge, and entrepreneurial cap-
ital that affects business performance.

International expertise shows that — among the many proposed solutions — business
incubation seems to be one of the most effective means for assisting entrepreneurs in
starting a new business, as it nurtures young enterprises and helps them survive during
the vulnerable startup period (Szabd, 2006).

According to Radas and Bozic (2009), Zain and Kassim (2012), as well as Audretsch
and Keilbach (2004), there are two main factors that include entrepreneurial ecosystem
startup ecosystem into SMEs startup performance in the Central Region of Vietnam in
terms of spatial dimension. This is why we propose the following hypotheses:

H1: Entrepreneurial ecosystem is positively associated with startup ecosystem.

H2: Human capital is positively associated with startup ecosystem.

Entrepreneurial Ecosystem (EE)

In recent years, the fields of entrepreneurship studies, economic geography, urban eco-
nomics, and the economics of entrepreneurship have moved closer to each other
through research on the context of entrepreneurship (Ucbasaran, Westhead, & Wright,
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2001; Welter, 2011). According to Erik and Ben (2016), entrepreneurial ecosystems are
a set of interdependent actors and factors coordinated in such a way that they enable
productive entrepreneurship within a particular territory. The World Economic Forum
(2013, pp. 6-7) shows that there are some key factors in successful ecosystems like hu-
man capital or finance, and supportive factors like entrepreneurs’ talent, form of gov-
ernment, regulatory framework, informal institutions that enable entrepreneurship, and
finally, domestic and foreign markets. Besides, Isenberg (2011) offers four defining char-
acteristics for the entrepreneurship ecosystem:

— The entrepreneurship ecosystem consists of six domains that include (i) a conducive
culture, (ii) enabling policies and leadership, (iii) availability of appropriate finance, (iv)
quality human capital, (v) venture-friendly markets for products, and (vi) a range of in-
stitutional and infrastructural supports;

— Each entrepreneurship ecosystem is unique;

— Specifying generic root causes that the entrepreneurship ecosystem has limited prac-
tical value;

— Entrepreneurship ecosystems become (relatively) self-sustaining. An ecosystem is not
complete and whatever available is in infancy stage.

Challenges remain for the effective intervention at strategic, institutional, and enter-
prise levels to streamline and trigger entrepreneurship development. However, there are
huge opportunities and the government reforms are happening (Rahatullah, 2013).
Zimmerman (2008) found a strong acceptance of entrepreneurship as an addition to the
curriculum of business schools, resulting in increases in courses, faculty, endowed chairs,
and publications in the field.

Neeraj (2018) offers a theory of entrepreneurial ecosystems that predict the initial
funding of a startup based on the education, gender, and experience of the founder that
funds the startup, which ultimately helps to improve the efficiency of entrepreneurial eco-
system. Therefore, | select some dominant factors that affect the entrepreneurial ecosys-
tem in case of Danang province.

Hypothesis 4a (H4a): Human Capital is positively associated with Entrepreneurial
ecosystem.

Hypothesis 5a (H5a): Financial Capital is positively associated with Entrepreneurial

ecosystem.

Hypothesis 6a (H6a): Cultural Factors is positively associated with Entrepreneurial
ecosystem.

Hypothesis 7a (H7a): Social Factor is positively associated with Entrepreneurial eco-
system.

Hypothesis 8a (H8a): Government Policy is positively associated with Entrepreneur-
ial ecosystem.

Human Capital (HC)

For many years now, there are studies into factors that affect startup performance (Elfring
& Hulsink, 2007; Gilbert, McDougall, & Audretsch, 2006). The most prominent of these stud-
ies scrutinizes the role of human capital in the development of enterprises, in particular SMEs
(Coleman, 2007). Moreover, based on resource-based theory, Ahmad and Hoffman (2008)
argue that human resources can create competitive advantage for startups. On the other
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hand, Samad (2013) defines human capital as the ability to manage a business and argues
that a firm that has and uses its management skills effectively will stay in business. In short,
human capital contributes significantly to improving startup performance.

Similarly, recent research by Hisrich and Drnovsek (2002) shows that management ca-
pacity, expressed by education level, management experience, entrepreneurial experi-
ence, and the knowledge of business, positively impact the performance of newly estab-
lished SMEs. In contrast, some studies provide no evidence of a positive relationship be-
tween human capital and performance (Appuhami, 2007). Moreover, Subramony et al.
(2018) and Schwarz (2017) agree that human capital is a direct factor affecting the busi-
ness performance of enterprises.

Financial Capital (FC)

The financial capital of a startup company usually comes from credit or from own com-
pany (Marshall & Samal, 2006). However, SMEs or businesses in the agricultural sector
have limited access to finance from financial organizations. Therefore, the financial cap-
ital of these enterprises is mainly based on debt and equity (Van Praag, 2003). Pretorius
and Shaw (2004) divide financial resources into internal and external. The majority of
SMEs’ financial capital depends on internal resources, but this source is often not
enough for the business to survive and develop, especially as it faces fierce competition
in the global market. Therefore, external financing becomes very necessary for SMEs.
Bollingtoft et al. (2003) along with Wiklund and Shepherd (2005) argue that financial
shortfalls are one of the major causes of failure in the operation of SMEs. In general,
most of the research argues that financial capital plays a very important role in fostering
startup performance, especially in the case of SMEs.

Cultural Factors (CF)

According to Gudmundson, Tower, and Hartman (2003), culture has a profound impact on
the success of a company or organization. Possession of positive cultural characteristics
provides organizations with necessary ingredients. Culture has several elements that may
serve to enhance or inhibit startup performance. Moreover, according to another recent
research (Kérner, 2015), there exists a strong positive correlation between participative
management practices and cultural factors in small companies. Hurley and Hult (1998)
emphasize the critical role of culture in improving the ability of a successful firm. Cultural
factors can encourage or discourage a variety of behaviors and decisions, including those
related to startup performance.

Social Factors (SF)

Although there are many different studies about social capital, researchers advocate the
benefits of this funding for startup business success. One of the reasons given by Florin,
Lubatkin, and Schulze (2003) is that high levels of social capital base on good reputation,
professional experience, and direct personal relationships. In addition to these benefits, so-
cial capital also facilitates the development of other resources and thus the survival of the
enterprise (Briiderl & Preisendorfer, 1998). Compared to large-scale businesses, SMEs are
more likely to develop social capital as they are closer to their customers. Thus, SMEs gain
more direct and rapid knowledge (Wong & Aspinwall, 2004). Okten and Osili (2004) empirical
results show the positive impact of social capital on the development of SMEs, especially on
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their relationships with other firms. Similarly, Hayer, and Ibeh (2006) show that social capital
is one of the important factors that facilitate SMEs in their internationalization.

Gtodowska, Wach, and Pera (2016) find that pull factors have a positive influence on
the level of internationalization of examined businesses. Production companies are the
main beneficiaries of the internationalization process and Polish born globals take ad-
vantage of their adjustments to the environment.

Government Policy (GP)

Scholars established that entrepreneurship is the vital ingredient of job creation along with
economic development, as the success of income generation for the majority of both rural
and urban inhabitants without recognized paid job highly depends on entrepreneurship
(Ihugba, Odii, & Njoku, 2014).

Kumar and Liu (2005) reveal that entrepreneurial sector’s contribution to employment
and GDP increases. For this reason, governments should minimize constraints on entre-
preneurship. In the case of government support policies, Kumar and Liu (2005) assume
that government leads entrepreneurial development. Such resources include the provi-
sion of an environment conducive to business that will greatly promote entrepreneurship.
In this context, government policy is any course of action that aims at regulating and im-
proving the conditions of SMEs in terms of support, implementation, and funding policies.
Based on government policy as it relates to entrepreneurial practice through encouraging
entrepreneurship by making a favourable environment for the entrepreneurs (entrepre-
neurial environment, environment for entrepreneurship). Furthermore, government
needs to enact policies that would be user friendly to entrepreneurs. Pals (2006) argues
that — in order to achieve the goals of, often lacking, guidelines — there is a need for gov-
ernment policies that support the successful implementation of entrepreneurship irre-
spective of which administration is in power. Governments of most countries — especially
developing countries — in the past invested much effort and resources in establishing pol-
icies intended to uplift startup performance (Oni & Daniya, 2012).

Maciejewski and Wach (2019) show that the number of born globals —i.e. businesses
that are international from their inception — among Polish companies is growing, while
their activity is mainly restricted to the European Union.

MATERIAL AND METHODS

Research Process

This study combined qualitative and quantitative research methods. Qualitative research
method was conducted in focus group discussions with ten chief executive officers of SMEs
in Danang city at the meeting room of Statistics Offices that have experience in the field of
entrepreneurship. The purpose of this phase was to consider the process of assessing startup
performance with open questions, but also to modify observational variables that used to
measure the research concepts. All items were measured on a five point Likert scale, on
which 1 meant “strongly disagree” and 5 “strongly agree.” Based on the measurement items
used in prior studies, the interviewer will be asked to clarify the meaning of the question for
designing the appropriate questionnaire and to choose the appropriate variables. Variables
of a concept were selected according to the principle that most observable variables are
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selected. Observed variables with no choice or few users will not be included in the scale.
The result has shown that entrepreneurial performance concept is measured by 02 variables
including entrepreneurial ecosystem and startup ecosystem. Moreover, both of them are
affected by five variables that include government policy, financial capital, cultural factors,
social factors, and human capital. Specifically: (1) Startup performance (4 indicators); (2) En-
trepreneurial ecosystem (4 indicators); (3) Startup ecosystem (4 indicators); (4) Human cap-
ital (4 indicators); (5) Financial capital (5 indicators); (6) Cultural factor (4 indicators); Social
factor (4 indicators); Government policy (5 indicators).

Entrepreneurial
Ecosystem (EE)

H1(+)

Startup
Performance (EP)

H2(+)

Startup Ecosystem (SE)

Figure 1. Conceptual model of the factors affecting startup performence
Source: own elaboration.

Quantitative research has been conducted through direct interviews (face-to-face in-
terviews) based on a random sample of 320 SMEs in Vietnam, collected from June 2018 to
August 2018 with a detailed questionnaire to test model and research hypotheses.

In order to measure a concept in marketing and management research, researchers often
do not measure what they want to measure directly (Blumberg, Cooper, & Schindler, 2014).
Moreover, they do not simply measure a concept through a question or a statement. The use
of multiple observation variables is more accurate in measuring of a concept (Zikmund, Carr,
Griffin, & Babin, 2013). According to Henseler and Chin (2010), the research model is evalu-
ated in two steps, including the measurement model and structural model. First, we assess
the validity of reflective measurement models with the following tools: indicator reliability,
internal consistency reliability, convergent reliability, and discriminant validity.

In order to measure the relevance of the model, the reliability of observed variables must
have an outer loading factor greater than or equal to 0.5, which satisfies the reliability require-
ment, while composite reliability must be greater than or equal to 0.7 (Hulland, 1999).

Convergent validity is used to evaluate the stability of the scale. According to Fornell
and Larcker (1981), the average variance extracted (AVE) coefficient must be greater than
or equal to 0.5, which will confirm the convergence value. The load factor of each obser-
vation variable is greater than or equal to 0.7 and indicates the reliability of the scales.
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Discriminant validity helps to ensure the difference. There is no correlation between the
factors used to measure them. To measure discriminant validity, the square root of AVE is
greater than the latent variable correlations between the factor and other factors that indi-
cate the degree of discrimination and reliability of the factor (Fornell & Larcker, 1981).

Table 1. Testing measurement model

Validity Type Criterion Description Literature
Internal Reliability Should be greater than 0.70 to achieve the relia- Nunally
Consistency | Cronbach Alpha ble of measurement model (1978)
Alternative to Cronbach Alpha that attempt to
N ) . Nunally and
Internal Reliability Compo-| measure the sum of an LV’s factor loadings rela- Bernstein
Consistency site Reliability tive to the sum of the factor loadings plus error (1994)
variances
Indicator Measures how much of the indicator’s variance is
- Indicator Loadi K . . Chin (1998
Reliability ndicator Loadings explained by corresponding latent variables. in ( )
Convergent | Average Variance Proposed threshold value for AVE should be Bagozzi and
Validity Extracted (AVE) higher than 0.50 Yi (1988)
o AVE numbers and fornell and I:’arcker (1981) suggest that' the Fornell and
Discriminant . square root” of AVE of each latent variable
Validit Latent Variable should be greater than the correlations amon Larcker
y Correlations J € (1981)

the latent variables

Source: own study.

Next, the structural model is used to test whether the relationship between the con-
cepts. With t-value > 1.96, the test is statistically significant at 5%. The outer weights are
the criteria for the relative contribution of each indicator. In the structural model, the
outer weights are usually lower than the outer loading factor (Hair et al., 2014).

According to Hair, Anderson, Tathham, and Black (1998) if the Maximization Likeli-
hood estimation method is a minimum sample size of 100-150. Moreover, the sample size
for the estimation method used in the linear structure (SEM) model is three small sample
<100, medium sample of 100-200, and large sample of 2 200. The sample size of this study
is 320 suitable for the requirements of the analytical method.

RESULTS AND DISCUSSION

Description of the Research Sample

Data is used by PLS-SEM software 3.0 with 320 valid respondents with 91.5% in all ques-
tionnaires of 350 respondents. According to Table 1, there are three main types of sur-
veyed entrepreneurs selected, including limited liability companies with 69.7%, private
companies with 13.4%, and other with 16.9%. Moreover, the fields of commerce and ser-
vice businesses gather the majority of total respondents in Table 2.

These types of surveyed entrepreneurs are appropriate, because Danang is a devel-
oping city with a strategic direction in tourism and high technology industry. Until now,
the number of large-scale business accounts in Danang city (ca. 90%) belong to SMEs.
Therefore, the sample is suitable for this study.
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Types Frequency Percent Valid Percent Cumulative Percent
Limited Liability Company 223 69.7 69.7 69.7
Private company 43 13.4 13.4 83.1
Other 54 16.9 16.9 -
Total 320 100.0 100.0 -
Source: own study.
Table 3. Fields of Business
Fields Frequency Percent Valid Percent Cumulative Percent
Commerce 122 38.1 38.1 38.1
Service 100 31.3 31.3 69.4
Tourism 28 8.8 8.8 78.1
Other 70 21.9 21.9 -
Total 320 100.0 100.0 -

Source: own study.

Table 4. Results of the construct reliability and validity

Variable Cronbach's Alpha | Composite Reliability |Average Variance Extracted (AVE)
CF 0.8377 0.8914 0.6724
EE 0.8619 0.9061 0.7071
EP 0.8684 0.9101 0.7169
FC 0.8657 0.9029 0.6504
GP 0.8328 0.8818 0.5987
HC 0.8046 0.8711 0.6286
SE 0.8466 0.8970 0.6856
GP 0.8409 0.8933 0.6768

Source: own study.

Reliability is tested by measuring the composite reliability and Cronbach’s alpha, com-
plemented with indicator loadings. These tests are necessary to make sure there is internal
consistency. As Table 4 shows, all scores are above > 0.8, so they meet the standard of
internal consistency. Construct reliability measures the extent of internal consistency of
measures used, while the results presented in Table 4 show that the observed variables
and independent variables used to measure startup performance concepts are satisfied
with Cronbach’s Alpha coefficient because they are greater than 0.70, which achieves
a reliable measurement model (Nunally, 1978).

Next | checked indicator reliability (see Table 5). One may clearly see here that all in-
dicators have individual indicator reliability values that are much larger than the minimum
acceptable level of 0.4 and close to the preferred level of 0.7. Table 5 represents the outer
loadings and shows that all scores are above > 0.7, so they meet the standards as well.

Fornell Larcker, Cross loadings, and the heterotrait-monotrait ratio (HTMT) are assess-
ment factors to test discriminant validity (Fornell-Larcker, 1981). One assesses discrimi-
nant validity through convergent validity and discriminant validity. The criterion of Fornell-
Larcker (1981) is commonly used to assess the degree of shared variance between latent
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variables of a model. According to this criterion, the convergent validity of the measure-
ment model can be assessed by the Average Variance Extracted (AVE) and Composite Re-
liability (CR). According to the Fornell-Larcker criterion and the cross-loadings (Table 6),
the constructs’ discriminant validity has been established: (1) the square root of each con-
struct’s AVE is higher than its correlation with another construct, and (2) each item loads
highest on its associated construct.

Table 5. The results of outer loadings

Variable

CF

EE

EP

FC

GP

HC

SE

SF

CF1

0.8067

CF2

0.8230

CF3

0.8315

CF4

0.8185

EE1

0.8220

EE2

0.8333

EE3

0.8637

EE4

0.8441

EP1

0.8377

EP2

0.8735

EP3

0.8370

EP4

0.8380

FC1

0.7818

FC2

0.8142

FC3

0.8185

FC4

0.7929

FC5

0.8242

GP1

0.7778

GP2

0.7561

GP3

0.7889

GP4

0.7912

GP5

0.7541

HC1

0.8140

HC2

0.8055

HC3

0.7454

HC4

0.8044

SE1

0.8597

SE2

0.7939

SE3

0.8577

SE4

0.7983

SF1

0.8077

SF2

0.8227

SF3

0.8098

SF4

0.8497

Source: own study.

Convergent validity can be assessed through construct factor (item) loadings in AVEs
— or cross loadings in PLS — that should have the minimum loading of 0.5 and composite
reliability (CR) with the acceptable minimum of 0.70 (Fornell & Larcker, 1981). Table 5
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shows that factor loadings of items to their respective constructs are stronger than they
load on other constructs, which provides evidence in support of convergent validity of de-
rived measures. Discriminant validity was considered adequate, since the AVEs are greater
than their respective inter-construct correlations, as visible in Table 6. Fornell-Larcker ma-
trix also shows in Table 6 that the top coefficient is greater than the coefficients in the
same column. Given that construct reliability and validity conditions of the measurement
model are acceptable, we proceed to assess the structural model.

Table 6. The results of Fornell-Larcker Criterion
CF EE EP FC GP HC SE_ SF

CF 0.8200
EE 0.3643 0.8409
EP 0.4475 0.5545 0.8467
FC 0.1991 0.4114 0.4773 0.8065
GP 0.1210 0.2971 0.3414 0.2434 0.7738
HC 0.2031 0.3557 0.4265 0.1911 0.1130 0.7928
SE 0.4052 0.5892 0.7144 0.4923 0.3806 0.3929 0.8280
SF 0.2671 0.4208 0.4804 0.2646 0.2713 0.2403 0.4701 0.8227
Source: own study.

Table 7. Heterotrait-Monotrait Ratio (HTMT)
CF EE EP FC GP HC SE

EE 0.4282
EP 0.5212 0.6368
FC 0.2332 0.4743 0.5493
GP |0.1427 0.3474 0.3993 0.2804
HC |0.2516 0.4213 0.5063 0.2196 0.1380
SE_ |0.4768 0.6881 0.8310 0.5727 0.4516 0.4643
SF 0.3138 0.4923 0.5595 0.3112 0.3225 0.2832 0.5549
Source: own study.

HTMT values close to 1 indicate the lack of discriminant validity, while values close to
0.85 indicate threshold values. To assess discriminant validity, the heterotrait-monotrait
ratio of correlations (HTMT) is tested. In order to secure discriminant validity, all values
must be < 0.85. Therefore, the results of Table 7 are satisfied with the discriminant validity
in the measurement model.

The Results of the Structural (Inner) Model

After testing the outer models, the inner model is tested by measuring multicollinearity
and path coefficients. SmartPLS generates T-statistics for significant tests of both the inner
and outer model, using a procedure called bootstrapping. In this procedure, a large num-
ber of subsamples (e.g., 5000) are taken from the original sample with a replacement to
give bootstrap standard errors, which in turn gives approximate T-values for significance
testing of the structural path. Bootstrapping results approximate the normality of data.
Multicollinearity is tested by using Variance Inflation Factors (VIF). VIFs values must be
lower than 5. As Table 8 shows, there is no collinearity in the model.
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Table 8. Inner VIFs’ values
CF EE EP FC GP HC SE_ SF

CF ]0.0000 1.1180 0.0000 0.0000 0.0000 0.0000 1.2918 0.0000
EE |0.0000 0.0000 1.0000 0.0000 0.0000 0.0000 1.6731 0.0000
EP 10.0000 0.0000 0.0000 0.0000 0.0000 0.0000 2.1752 0.0000
FC ]0.0000 1.1472 0.0000 0.0000 0.0000 0.0000 1.3622 0.0000
GP (0.0000 1.1191 0.0000 0.0000 0.0000 0.0000 1.1814 0.0000
HC |0.0000 1.1012 0.0000 0.0000 0.0000 0.0000 1.2618 0.0000
SE {0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
SF {0.0000 1.2171 0.0000 0.0000 0.0000 0.0000 1.3788 0.0000
Source: own study.

The significance of the path coefficients are measured by executing the Bootstrap
method using 5.000 single performances. The results show significant relationship be-
tween vartiables in the model (p values < 0.05).

Table 9. Path coefficients

Path Original Sample Standard Devia- T Statistics P Val-
Sample (O) Mean (M) tion (STDEV) (]O/STDEV) ues

CF->EE 0.2007 0.1971 0.0475 4.2253 0.0000
CF->SE 0.0804 0.0797 0.0384 2.0949 0.0367
EE -> EP 0.5545 0.5545 0.0370 14.9766 0.0000
EE -> SE 0.1805 0.1792 0.0432 4.1820 0.0000
EP ->SE 0.3871 0.3858 0.0511 7.5716 0.0000
FC->EE 0.2431 0.2431 0.0462 5.2562 0.0000
FC->SE 0.1482 0.1477 0.0420 3.5286 0.0005
GP -> EE 0.1316 0.1330 0.0447 2.9404 0.0034
GP ->SE 0.1134 0.1141 0.0412 2.7540 0.0061
HC -> EE 0.2010 0.2001 0.0472 4.2554 0.0000
HC -> SE 0.0829 0.0850 0.0373 2.2226 0.0267
SF -> EE 0.2188 0.2178 0.0463 4.7288 0.0000
SF -> SE 0.0968 0.0980 0.0413 2.3404 0.0197

Source: own study.

As Table 9 reveals, the original sample and sample mean of bootstrapping results from
5000 are in the 95% confidence interval. Thus, we may conclude the estimates in the model as
reliable. The conceptual model and its path coefficients (including P values) appear in Table 9.

Figure 2 and Table 9 confirm thirteen hypotheses of this study (H1, H2, H3, H4a, H4b, H5a3,
H5b, H6A, H6B, H7A,H7B, H8A, H8B), because of the statistical value t > 1.96 (or P-value < 5%).

The results of testing indicate the suitability of the research model with data's research,
while the acceptance of the hypotheses in this research model show the practical meaning
for startup performance. Thus, this research determined the impact of every factor that con-
stitutes the entrepreneurial ecosystem and startup ecosystem on startup performance of
SMEs in Danang city. The equation (1) shows the affection on SE and EE to EP:

EP = 0.594 SE + 0.204 EE (1)
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Figure 2. Results of applied the PLS-SEM model
Source: own elaboration.

As in the above equation (1), SE affects EP the strongest because it has the highest
coefficient of 0.594. The results identify the priority of factors in the research model. Spe-
cifically, financial capital and human capital emerge as the strongest factors that affect the
entrepreneurial ecosystem. For a sustainable startup, there should be suitable legal poli-
cies that include tax incentives in the first 3-5 years, when new businesses are established.
Moreover, focus on policies such as credit guarantees and loan assistance for startup en-
terprises in the initial stage would ease their problems. Furthermore, governments should
assist incentive loans to boost SMEs. It is important to invest in human resources and cul-
tural factors. The government should have specific education programs for startups at high
schools. The education system needs to adjust in the direction of linking theory with prac-
tice, thus linking education with practical activities to promote entrepreneurial culture.
Moreover, the education programs must expand in many other ways to enhance people’s
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startup interest. There are many studies on entrepreneurship but most treat startup per-
formance in a vague and abstract manner, as they focus on researching entrepreneurship
ecosystem (Rahatullah, 2013) or describe the characteristics of entrepreneurship ecosys-
tem (Isenberg, 2011). Besides, other studies evaluate startup environment by analyzing
startup ecosystem (Neeraj, 2018) and international factors (Maciejewski & Wach, 2019)
Therefore, we should switch to a more detailed action-oriented form to achieve a success-
ful startup performance. This research study shows the relationship of entrepreneurial
ecosystem, startup ecosystem, and startup performance.

CONCLUSIONS

The research results help policy makers understand important factors affecting startup
performance, This study contributes to the testing of the measurement scale of startup
performance to start a business in developing countries like Danang, Vietnam. These re-
sults will help researchers have suggestions about the measurement system of startup
performance which can evaluate success of SMEs in the given market (Danang city). In
addition, this scale system can be used as a basis to form a unified scale system in multi
studies of startup performance for regions similar to Danang.

This study has its limitations. It only investigates startup performance of SMEs in
Danang, not all Vietham. The convenient non-probability sampling method was applied,
this means the ability to generalize is not high. In order to generalize startup performance
for all SMEs in Vietnam, researchers should begin with the results from this study. Based
on empirical results the following implication for practice should be drawn. For a sustain-
able startup, there should be suitable legal policies, including incentive policies on taxes in
the first 3-5 years, when new businesses are established. Moreover, we should focus on
policies such as credit, guarantee, and loan assistance for startup enterprises in their initial
stages to solve their problems.
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