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Abstract: Innovation, including products, processes, marketing and organisational innovation within a firm,

is considered as one of essential components for survival and growth of firms. These innovation activities

create values and competitive advantages for successful organisations; therefore, understanding the

organisation’s overall innovation is the first and foremost to understand the role of innovation on firm performance. The objective
of this research is to estimate seven determinants of innovation activities. The questionnaire survey was administered to 118 firms
in supporting industries located in Hanoi, Vietham. The result has demonstrated that there are positive relationships between:
1) communication channels; 2) decentralised structure; 3) organisational resources; 4) belief that innovation is important; 5)
willingness to take risks; 6) willingness to exchange ideas; 7) environment and innovation activities. Finally, recommendations
have been provided to help academics to understand more about determinants of innovation and firms in supporting industries to
improve innovation activities within organizations.
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Ham ®oHr TyaH

KaHaupaTt eKoHOMIYHUX HayK, BUKnagay, akynbTeT 4inoBoro aamiHicTpyBaHHA,

YHiBepcuteT eKoHOMikM Ta 6i3Hecy, B’eTHaMCbKuiA HauioHanbHWI yHiBepcuTeT, XaHou, B’eTHam

HeTtepmiHaHTK iHHOBaLIMHOI AiANBHOCTI: eMNiPMYHUIA aHani3 ANA B’€THaMCbKUX (DipM-BMPO6GHUKIB

AHoTauif. [HHoBaUii, y TOMY 4ncni 1 NPOAYKTW, NpPOLEecH, MapKeTUHIOBI Ta OpraHisauinHi iHHoBauii, po3rnAAalnTbCA AK OAMH
3 OCHOBHMX KOMMOHEHTIB, O CNPUAIOTb BMXXUMBAHHIO Ta 3pOCTaHHIO doipmn. MeTolo AaHOro AOCNIAXKEHHA € OuiHKa cemu ae-
TepMiHaHT iHHOBAaLiNHOI AiANLHOCTI Ha NiAcTaBi NPOBEAEHOro onuTyBaHHA 118 mignpuemMcTB AOMOMIXHOI MPOMUCIOBOCTI, WO
po3TalwoBaHi B M. XaHOW. Pe3ynbTat focCnigXeHHA NoKasas, WO iCHye NO3UTUBHMI B3aEMO3B’A30K MiXK: 1) KaHanamum 3B’A3KY;
2) [eueHTpani3oBaHOK CTPYKTYpOIo; 3) opraHisauiiHummn pecypcamu; 4) NepekoHaHICTIoO B TOMY, WO iHHOBaLji Baxknuei; 5) ro-
TOBHICTIO NTV Ha PU3NK; 6) rOTOBHICTIO OOMIHIOBATUCA iAeAMN; 7) iCHYIOUMM CepefoBULLEM Ta IHHOBALIMHOK AiANbHICTIO. Takox
6ynn HaBefeHi pekoMeHaauii Woao NoninweHHA iHHOBaLINHOI AiANbHOCTI B pamMmKax opraHisauin.

Knio4voBi cnoBa: iHHOBaUiHa AiANbHICTb; AeTEePMiHAHTU iHHOBaUHOI AiANbHOCTI; chipMa-BUPOOHMK; ONOMIXHA MPOMUCNOBICTb;
B’etHam.

Ham ®oHr TyaH

KaHauaaT 9KOHOMUYECKMX HayK, npenogasaTenb, hakybTeT AeN0BOro aAMUHUCTPUPOBaHMWA,

YHMBEPCUTET 3KOHOMMKM U Bu3Heca, BbeTHaMCKMin HauMOHasbHbIA YHUBEpPCUTET, XaHon, BbeTHam

[deTepMnHaHTbI MTHHOBALMOHHON AEeATENIbHOCTU: AIMNUPUYECKUA aHanu3 anA BbeTHaMCKUX hupm-npousBoauTenen
AHHOTaUuMA. IHHOBaUMK, BTOMYNCIENNPOAYKTbI, NPOLECChI, MAPKETUHIOBOE MOPraHn3aunoHHbIE UHHOBaLUMM, pacCMaTprBaoTCA
KakK OOMH M3 OCHOBHbIX KOMMOHEHTOB, CMOCOGCTBYIOWMX BbKMBaAHUIO U pocTy ¢upm. Llenbio aaHHOro vccnepoBaHuA AB-
NAeTCA OueHKa CeMU OeTEPMMHAHT MHHOBAUMOHHOW AEeATENIbHOCTU Ha OCHOBaHUM NpoBeAeHHOro onpoca 118 npeanpuAaTuii
BCMOMOraTefibHOM MPOMbILLNIEHHOCTM, PaCMOOXEHHbIX B I XaHoW. PesaynbTaT uccnegoBaHWA mnokasan, Y4To CyllecTByeT
NoNoOXNUTENbHAA B3aMMOCBA3b MexXay: 1) KaHanamu cBATW; 2) AeueHTPann3oBaHHOW CTPYKTYpOM; 3) OopraHW3auuMOHHbIMM
pecypcamu; 4) y6exx AeHHOCTbIO B TOM, 4TO MHHOBALMKN BaXXHbl; 5) FOTOBHOCTbLIO MATU HA PUCK; 6) rOTOBHOCTLIO OBMEHMBATLCA
naeamK; 7) CyLlecTBYIOLEN Cpefo U MHHOBaUMOHHOW AeATENbHOCTLIO. Takxke Obinu npefocTaBfieHbl pekoMeHAauuM no
YNYYLWEHNIO MHHOBALMOHHOM AEATENbHOCTM B paMKax opraHM3aumin.

KnioyeBble cnoBa: MHHOBALUMOHHAA AEATENbHOCTb; AeTEPMUHAHTLI MHHOBAUMOHHOW AeATENbHOCTH; oupMa-npon3BoanTens;
BCMomoraTtesibHaA NPOMbILIEHHOCTb; BbeTHam.

1. Introduction. Vietnam’s economic growth has been
quite high since the Doi Moi policy (renovation) in 1986, but
a slowdown of the growth in recent years has been due to the
decline of labour productivity growth. In addition, Vietham has
been facing serious challenges such as climate change, envi-
ronmental protection, resource conservation, etc. In order to
solve these problems in long the term; Vietham needs to set fo-
cus on the rational problems, especially innovations.

Since the Doi Moi reform in 1986, there has been an in-
creasing number of both Vietnamese and FDI enterprises
which have invested in Vietham. They have played an impor-
tant role in securing economic growth and employment crea-
tion. One of the most important ways through which busines-
ses can contribute to productivity and economic growth is their
ability to innovate. There is a comprehensive view that inno-
vations are always essential for the survival of particular busi-
nesses and organisations in general. In fact, innovations still
occur in Viethamese enterprises when there are external as-
sistance programs for them and their own efforts to promote in-

novation. However, to survive and grow in the fiercely competi-
tive environment they still need to make more efforts in terms of
innovation. Among these efforts, researches find it essential to
establish knowledge of innovations in a systematic way, which
guides the decisions of managers and governments practical-
ly and professionally.

In recent years, in the world there has been a great deal
of research on determinants of innovation for companies,
but such research activity is very rare in Vietnam, especial-
ly the one which regards testing the determinants of innova-
tion. Therefore, this study will focus on analysing determinants
of innovation activities of firms in supporting industries of me-
chanics, electronics, motorbike and automobile building in Ha-
noi City. These firms are on a list of companies with 150 firms
(known as The Excellent Vietnamese Companies in Northern
and Central Vietham) established by JETRO (the Japan Ex-
ternal Trade Organization) in Vietham and VCCI (the Vietham
Chamber of Commerce and Industry). This study uses primary
data from a questionnaire survey. The questionnaire involves
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four parts including general information, determinant of innova-
tion activities and innovative performance. These indicators are
measured by the 5-point Likert scale ranging from: 1= strongly
disagree; 2= disagree; 3= neutral; 4= agree; 5= strongly agree.

The questionnaire survey was administered to directors,
CEO of those firms during April and May, 2014. It was followed
by telephone calls to remind participation and return of the
questionnaires. Prior to the launch of the official questionnaires,
a pilot test of the questionnaire was administered to five firms
and experts in the field of this research. Some modifications
were made in several question constructs related to the layout
of the questionnaire and some theoretical ambiguities. Out of
the 150 questionnaires sent out, 131 were returned. Among the
131, 118 were valid, accounting for 78.7% of the true response
rate. This study uses analytical methodologies of reliability, fac-
tor analysis and regression.

2. Brief Literature Review. Literature shows that firms
need innovation to survive and succeed [10; 2; 3; 9] and gain
sustainable competitive advantage [19; 1]. Despite the nume-
rous studies on the topic of innovation and a large number of
definitions of innovation in the literature, there is still a lack of
consensus as to a single definition. Similar to Wan et al., (2005)
[23], by taking the broadest view of innovation, this study con-
siders innovation as a process that involves generation, adop-
tion, implementation and incorporation of new ideas, practices
or artefacts within the organization [22].

Innovation research is complicated when researchers fur-
ther break innovations down to different types/categories. Daft
(1978) [5] classified innovation into a technical and an adminis-
trative innovation. The technical aspect refers to products, ser-
vices and production processes that are at the core of an or-
ganisation’s technical ability. As for the administrative innova-
tion, it refers to innovations that are generated from the mana-
ging and alteration of an organisation’s structural and adminis-
trative procedures. Besides, Dewar & Dutton (1986) [8] consi-
dered innovation as the radical and incremental innovation.
The radical innovation brings about a non-routine but clear
change to the very core on how activities are carried out while
the incremental innovation is usually part of routine changes
that do not deviate much from present organizational activities
[23]. OECD (2005) [14; 15] classified innovation into four diffe-
rent types which are used in this study: a product innovation,
a process innovation, a marketing innovation and an organiza-
tional innovation. A product innovation is the introduction of a
good or service that is new or significantly improved regarding
its characteristics or intended uses; a process innovation is the
implementation of a new or significantly improved production
or delivery method, a marketing innovation is the implementa-
tion of a new marketing method, an organizational innovation is
the implementation of a new organisational method.

Based on literature and Wan et al. (2005) [23], this paper
identifies seven following determinants of firm innovation acti-
vities. However, unlike the previous studies, the dependent va-
riables of this study are innovation activities, not innovation per-
formance. In the viewpoint of innovation process, innovation
activities lead to innovation performance. In other words, inno-
vation activities are effects that can create innovation results.
Therefore, this study considers determinants of innovation ac-
tivities, rather than innovation as performance. Innovation ac-
tivities are classified into four types in this paper: product, pro-
cess, marketing and organizational innovation activities so that
we have four specific dependent variables.

Communication channels

In Nonaka & Takeuchi (1995) [13] claimed that internal com-
munication is one of the important factors to amplify and develop
new knowledge. Ross (1974) [17] also suggested that interaction
was able to facilitate creation. Thus, it is proposed that:

H1. Frequent internal communication is positively related to
firms’ greater innovation activities.

H1a. Frequent internal communication is positively related
to firms’ greater product innovation activities.

H1b. Frequent internal communication is positively related
to firms’ greater process innovation activities.

H1c. Frequent internal communication is positively related
to firms’ greater marketing innovation activities.
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H1d. Frequent internal communication is positively related
to firms’ greater organisational innovation activities.

Decentralised structure

Moss Kanter (1983) [12] proposed that an organization
which has fewer layers of hierarchy but performs greater inter-
actions and frequently empowers to lower-level employees fa-
cilitates development and creation. Similarly, according to Sub-
ramanian & Nilakanta (1996) [20], decentralized and informal
organizational structures were described as an effect genera-
ting new ideas. Thus, it is hypothesised that:

H2. Greater decentralisation of decision making authority
is positively related to firms’ greater innovation activities.

H2a. Greater decentralisation of decision making authority
is positively related to firms’ greater product innovation activities.

H2b. Greater decentralisation of decision making authori-
ty is positively related to firms’ greater process innovation ac-
tivities.

H2c. Greater decentralisation of decision making authori-
ty is positively related to firms’ greater marketing innovation ac-
tivities.

H2d. Greater decentralisation of decision making authori-
ty is positively related to firms’ greater organisational innova-
tion activities.

Organisational resources

Delbecqg & Mills (1985) [7] compared innovation success
and failure; they found out that firms’ innovation fails because
of the lack of organisational resources while special funds for
innovations provide support to essure the innovation success.
On the other hand, organisational slack allows firms to pur-
chase innovations, absorb failure, bear the costs of instituting
innovations and explore new ideas in advance of an actual
need, therefore, it has a positive influence on innovations [16].
Thus, it is proposed that:

H3. A greater amount of organisational resources set aside
for innovation is positively related to firms’ greater innovation
activities.

H3a.A greater amount of organisational resources set aside
for innovation is positively related to firms’ greater product inno-
vation activities.

H3b.A greater amount of organizational resources set aside
for innovation is positively related to firms’ greater process inno-
vation activities.

H3c. A greater amount of organisational resources set aside
for innovation is positively related to firms’ greater marketing in-
novation activities.

H3d. A greater amount of organisational resources set aside
for innovation is positively related to firms’ greater organisational
innovation activities.

Believing in importance of innovation

Businesses which are expected to develop innovations
need to motivate employees to generate new ideas. The me-
thod should be the company’s culture that supports and gives
rewards for useful ideas. Employees should realise that innova-
tions bring a lot of value for both them personally and the com-
pany, while the company should create conditions for innovation
activities through the group norms or ideological organisations.
Realisation of new ideas, providing psychological and resource
support, is very important. In a set of seven innovation-rela-
ted norms in Russell’s (1986) [18] study of SMEs, some typical
norms are: 1) the absolute number of innovations successful-
ly implemented in the organizations; 2) the frequency and im-
portance of innovation as an element of organisational strategy.
Thus, it is proposed that:

H4. A greater belief that innovation is important for firms’
success is positively related to firms’ greater innovation ac-
tivities.

H4a. A greater belief that innovation is important for firms’
success is positively related to firms’ greater product innova-
tion activities.

H4b. A greater belief that innovation is important for firms’
success is positively related to firms’ greater process innova-
tion activities.

H4c. A greater belief that innovation is important for firms’
success is positively related to firms’ greater marketing inno-
vation activities.



H4d. A greater belief that innovation is important for firms’
success is positively related to firms’ greater organisational in-
novation activities.

Willingness to take risks

Changes always mean uncertainty and changes in innova-
tion can result in risk-taking for a company. Enterprises can face
risks when they do innovation projects, and they may suffer the
failure. However, risk-taking behaviours should be encouraged
[21] since innovative performances cannot be achieved without
risk. He also believed that possible failures should be tolerated
if the employees act in the interests of the customer. Thus, it is
hypothesised that:

H5. A greater willingness to take risks is positively related
to firms’ greater innovation activities.

H5a. A greater willingness to take risks is positively related
to firms’ greater product innovation activities.

H5b. A greater willingness to take risks is positively related
to firms’ greater process innovation activities.

Hbc. A greater willingness to take risks is positively related
to firms’ greater marketing innovation activities.

Hb5d. A greater willingness to take risks is positively related
to firms’ greater organisational innovation activities.

Willingness to exchange ideas

A new idea will become practical if there exist expression
and exchange of information, and if knowledge is shared among
the members of an organization [18]. Thus, the hypothesis is
that:

H6. A greater willingness to exchange ideas is positively
related to firms’ greater innovation activities.

H6a. A greater willingness to exchange ideas is positively
related to firms’ greater product innovation activities.

H6b. A greater willingness to exchange ideas is positively
related to firms’ greater process innovation activities.

H6c. A greater willingness to exchange ideas is positively
related to firms’ greater marketing innovation activities.

H6d. A greater willingness to exchange ideas is positively
related to firms’ greater organisational innovation activities.

Environmental changes

Environmental changes define the radicalism required for
new products/services in order to stay competitive. Environment
is one of the main elements influencing learning new patents,
new marketing campaigns, new successful projects from other
firms, and even their rivals. Organisations should create condi-
tions to have a general in-depth knowledge of their environment,
which constitutes the main source of opportunities and threats
[4]. The environment and changes in it are challenges that en-
courage innovation [4]. Thus, it is proposed that:

HT A greater environmental change is positively related to
firms’ greater innovation activities.

H7a. A greater environmental change is posi-
tively related to firms’ greater product innovation
activities.

H7b.A greater environmental change is posi-
tively related to firms’ greater process innovation
activities.

H7c. A greater environmental change is posi-
tively related to firms’ greater marketing innova-
tion activities.

H7d.A greater environmental change is posi-
tively related to firms’ greater firm organisational
innovation activities.

3. Purpose. This study will focus on the ana-
lysis of determinants of firms’ innovation activi-
ties with regard to in supporting industries such
as mechanics, electronics, motorbike and auto-
mobile building in Hanoi City.

Results. Through reliability analysis, all items
of seven determinants of innovation activities and
4 types of innovation activities are accepted (see
Table 1). Therefore, they are further used to con-
duct the exploratory factor analysis.

In KMO and Bartlett’s Test, the KMO value of
each scale is 0.696 (between 0.5 and 1) with Sig.
of 0.000. Therefore, the validity of data for explo-
ratory factor analysis is confirmed.
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Tab. 1: Results of reliability analysis

Source: Calculated by the author

The determinants of the innovation activities scale comprise
19 items. After conducting the reliability analysis, there is no
item of the scale which is not reliable to be rejected. Therefore,
the determinants of the innovation activities scale still have 19
observed items with their internal consistency. The explorato-
ry factor analysis (see Table 2) is conducted with these 19 var-
iables to measure a convergence of variables along with their
components, namely «Decentralised Structure» (DECENT-
RALIZED), «Organisational Resource» (RESOURCE), «Belie-
ving in Importance of Innovation» (BELIEVE), «Willingness
to Exchange Ideas» (EXCHANGE), «Communication Chan-
nels» (COMMUNICATION), «Willingness to Take Risks» (TAKE
RISK) and «Environmental Changes» (ENVIRONMENT).

The product innovation scale includes 5 observed varia-
bles, extracted to 1 component — PRODUCT; the process inno-
vation scale includes 5 observed variables, extracted to 1 com-
ponent — PROCESS; their Marketing innovation scale includes
5 observed variables, extracted to 1 component - MARKETING;
the organisational innovation scale includes 8 observed varia-
bles, extracted to 1 component - ORGANISATION.

Seven determinants of innovation activities were inclu-
ded in the analysis as independent variables. In the first mo-
del (Model 1), seven determinants of innovation activities ex-
plained 48.5% of the variance in product innovation. In the next
three models (Models 2; 3; 4), seven determinants of innova-
tion activities are jointly explained 33.7%, 37.9%, 36.8% of the
variance in process innovation, marketing innovation, and or-
ganizational innovation, respectively.

The results of the analysis (see Table 3) show that all
the independent variables (DECENTRALIZED, RESOURCE,
BELIEVE, EXCHANGE, COMMUNICATION, TAKERISK and
ENVIRONMENT) have a significantly positive effect on diffe-
rent types of innovation activities with a statistical significant
level of 1, 5 and 10 percent. More specifically, hypothesis 1 sta-
tes that frequent internal communication is positively related

Tab. 2: Results of rotated component matrix

Source: Calculated by the author
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Tab. 3: Results of regression analysis

Note: *p<.10; **p<.05; ***p<.01; Standardized coefficients reported

Source: Calculated by the author

to greater firm innovation activities. This hypothesis is only par-
tially supported with Model 3 (marketing innovation activities)
at a statistically significant level of 10 percent. Therefore, H1c is
supported. This result indicates that frequent internal commu-
nication should result in a greater dispersion of new ideas, and,
hence, firms’ greater marketing innovation activities.

Hypothesis 2 states that «Greater decentralization of deci-
sion making authority is positively related to firms’ greater in-
novation activities». This hypothesis is only partially supported
with regard to Model 2 (process innovation activities) at a sta-
tistically significant level of 10 percent. Therefore, H2b is sup-
ported. This means that centralisation of decision making by
authorities prevents innovative solutions [23].

Hypothesis 3, a greater amount of organizational resour-
ces set aside for innovation is positively related to firms’ greater
innovation activities, is fully supported, which is similar to [23].
The implication is that successful innovations tend to benefit
from the presence of innovation funds while failures are possi-
bly due to a lack of organisational resources.

Hypothesis 4 states that a greater belief that innovation is
important for firms’ success is positively related to firms’ grea-
ter innovation activities. This hypothesis is fully supported.

Hypothesis 5, a greater willingness to take risks is positively
related to greater firm innovation, is also fully supported. Hence,
a culture that encourages risk-taking and tolerates failure is po-
sitively related to innovation. Similarly, hypothesis 6 and hypo-
thesis 7 are fully accepted.

5. Conclusions. This study focuses on the determinants of
innovation activities at 118 companies belonging to supporting
industries. The result of this study illustrates that all the seven
independent variables have a significantly positive effect on dif-
ferent types of innovation activities with different level of sig-
nificance. From the results, this study makes a contribution for
both academics and company’s practices.

For academics, this study provided one more empirical evi-
dence of the determinants of innovation activities. More impor-
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